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State  of  New  York 


No.  MT"  -   \ 


IN    SENATE 


March  21,  1910. 


REPORT  OF  THE  JOINT  COMMITTEE  OF  THE  SENATE  AND 
ASSEMBLY  OF  THE  STATE  OF  NEW  YORK,  APPOINTED 
TO  INVESTIGATE  TELEPHONE  AND  TELEGRAPH  CX)M- 
PANIES. 

To  the  Legislature  of  the  State  of  New  York: 

The  Committee  consisting  of  Senators  Davis,  Frawley  arid  Kis- 
sel, and  Assemblymen  Merritt,  Yale,  OaugUan,  Walters  and 
Ward,  appointed  pursuant  to  joint  resolution  of  the  Senate  and 
Assembly  to  investigate  t^lephoiie  and  telegraph  companies,  does 
respectfully  report: 

The  report  of  the  Committee  consisting  of  Senators  Davis, 
Frawley  and  Kissel,  and  Assemblymen  Merritt,  Yale,  Caughlan, 
Walters  and  Ward,  appointed  pursuant  to  joint  resolution  of  the 
Senate  and  Assembly  to  investigate  telephone  and  telegraph  com- 
panies, does  respectfully  report :    ' 

That  the  Committee  was -organized  by  the  election  of  George 
A.  Davis,  Senator  from  the  Fiftieth  District,  as  Chairman,  and 
Edwin  A.  Merritt,  Jr.,  Member  of  Assembly  from  the  Second 
District  of  St.  Lawrence  County,  Vice-Chairman. 

Said  Committee  also  appointed  counsel  and  assistants,  ser- 
geant-at-arms,  a  clerk  and  a  stenographer. 

The  work  of  the  Committee  was  commenced  by  the  counsel  pre- 
paring and  mailing  to  every  tdephone  and  telegraph  company, 
association  or  partnership  in  the  State,  a  list  of  questions  with 
blank  spaces  for  answer  to  each  of  said  questions  and  a  form  for 
a  verification  attached  thereto,  a  copy  of  which  questions  is  at- 
tached to  this  report  and  hereby  referred  to  and  made  a  part 
hereof. 
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That  there  was  transmitted  with  said  questions  a  circular  letter 
calling  for  an  answer  to  the  same. 

Many  of  the  companies  called  upon  to  report  upon  the  blank 
sent  them  as  above  stated,  promptly  complied  with  the  request 
of  this  Committee  and  furnished  the  information  requested.  Others 
promptly  reported,  complying  in  part  with  the  request  of  the 
Committee.  Others  reported  tardily  and  some  not  at  all.  Reports 
are  now  being  received  from  time  to  time  from  some  of  the  small 
companies.  Practically  all  of  the  large  operating  companies  have 
reported  and  furnished  the  greater  part  of  the  information  re- 
quested by  this  Committee,  and  it  is  only  fair  to  those  companies 
to  say  at  this  time,  that  in  most  cases  a  failure  to  furnish  the  in- 
formation desired  bv  the  Committee  was  due  io  the  inability  of  the 
companies  to  furnish  the  same  within  the  time  specified.  There- 
after hearings  were  had  in  the  cities  of  BufiFalo,  Rochester  and 
New  York,  at  which  hearings  testimony  was  taken  in  regard  to  the 
matters  being  inquired  into  and  some  documentary  evidence  was 
submitted  to  the  Committee.  The  evidence  taken  is  submitted 
herewith. 

TELEGRAPH. 

The  telegraph  business,  as  appears  from  the  evidence  taken 
before  the  Committee  is  operated  or  controlled  by  two  great  com- 
panies so  far  a?  the  United  States  is  concerned.  Interstate  in  its 
character,  the  Western  Union  Telegraph  Company  has  been  years 
in  building  and  in  the  course  of  the  construction  of  its  system  It 
has  absorbed  numerous  other  companies,  both  within  and  without 
the  State  of  New  York.  Some  of  the  smaller  companies  have 
been  taken  into  the  Western  Union  Telegraph  Company  by  merger, 
some  by  a  lease  of  the  property  with  a  guarantee  of  dividends 
upon  the  stock  owning  the  lines  so  leased.  Still  others  have  been 
acquired  by  a  purchase  of  the  entire  stock  of  the  corporation.  In 
those  cases  where  lines  liave  been  leased  and  a  dividend  guaranteed 
upon  the  stock,  the  greater  part  of  the  stock  had  been  at  some*  time 
acquired  and  is  now  held  by  the  Western  Union  Telegraph  Com- 
pany. There  is  operating  throughout  the  northern  part  of  this 
State,  the  Great  Northern  Telegraph  Company,  which  although  a 
separate  corporate  entity,  is  really  a  part  of  the  Western  Union 
Telegraph  system.  This  system  also  controls  and  operates,  either 
as  owner  or  lessee,  several  Atlantic  cables  reaching  from  New 
York  or  other  paints  on  this  side  of  the  Atlantic  ocean  to  Europe 
and  from  New  York  to  the  West  Indies.    The  present  outstanding 
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capital  stock  of  the  Western  Union  Telegraph  Company  is  $99^- 
999,200, a  majority  of  which  is  scattered  and  hold  in  comparatively 
small  lots  by  several  thousand  stockholders.  Its  dividends  have 
been  for  several  years* as  follows: 


Year. 

1885 

1S86 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 


Per  Cent. 

r 
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Stock. 
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The  amount  of  its  earnings  on  its  capital  stock  does  not  appear 
to  be  excessive.  It  is  impossible  to  determine  how  much  is  earned 
upon  the  capital  invested  within  the  State  of  Xew  York  on  account 
of  the  bookkeeping  methods  practiced  by  this  corporation.  No 
credits  are  given  to  the  New  York  State  investment  for  trans- 
state  business,  and  no  proper  apportioning  between  the  investment 
in  this  State  and  elsewhere  is  made  of  the  interstate  business. 

The  other  company  operating  in  this  State  is  a  part  of  what  is 
commercially  known  as  the  Postal  Telegraph  System,  the  operat- 
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ing  company  being,  so  far  as  the  State  of  Xew  York  is  concerned, 
the  New  England  Telegraph  Company  of  Xew  York,  although  it 
appears  that  after  this  fact  was  brought  out  upon  the  hearing 
that  the  company  immediately  began  to  take  steps  to  change  the 
name  of  this  corporation.  It  operates  under  a  lease  from  the  Com- 
mercial Union  Telegraph  Company  its  plant  and  lines.  That 
company  also  leases  of  the  Champlain  Telegraph  Company  and 
operates  its  plant  and  lines  as  a  part  of  this  system. 

The  capital  stock  of  the  New  England  Telegraph  Company  of 
New  York  was  formerly  $280,000,  but  was  reduced  by  a  proceed- 
ing provided  for  in  the  New  York  State  statutes  to  the  sum  of 
$50,000.  It  has  no  bonded  indebtedness  although  it  reports  to 
the  State  Board  of  Tax  Commissioners  a  bond  indebtedness  of 
$650,000,  which  is  more  than  is  claimed  to  be  the  total  value  of 
its  property.  The  capital  stock  of  this  company  is  held  by  the 
Commercial  Cable  Company  and  was  in  turn  pledged  by  it  to- 
gether with  other  securities,  to  wit,  stock,  bonds,  etc.,  of  other 
operating  companies  which  go  to  make  up  the  so-called  Postal 
System,  with  the  Farmers  Loan  and  Trust  Company,  as  trustee, 
to  secure  an  issue  of  $20,000,000  4  per  cent.  500-year  bonds  of 
the  Commercial  Cable  Company.  And  the  people  in  control  of 
the  Postal  System  and  the  companies,  some  forty  or  more  in  num- 
ber, going  to  make  up  that  system  arbitrarily  determined  that  the 
fair  share  of  the  bonds  referred  to  which  should  be  paid  by  the 
New  England  Telegraph  Company  of  New  York,  is  the  amount 
of  $650,000,  and  that  amount  is  reported  to  the  Tax  Commis- 
sioners of  this  State  by  that  company  as  the  amount  of  its  mort- 
gage debt  and  on  that  amount  it  is  charged  with  interest  at  the 
rate  of  4  ]>er  cent,  notwithstanding  the  fact  that  it  owes  no  bonds 
or  mortgage  whatever.  So  far  as  the  Committee  has  been  able 
to  learn,  the  Commercial  Cable  Company  owns  the  stock  of  the 
parent  corporation,  the  Postal  Telegraph  Cogipany,  which  was  in- 
corporated under  what  is  known  as  the  Post  Roads  Act,  passed 
by  the  Congress  of  the  United  States  on  or  about  the  24th  day  of 
July,  1866.  Said  Commercial  Cable  Company  also  owns  the 
capital  stock  of  all  the  various  small  companies  which  make  up  the 
Postal  System.  The  stock  of  the  Commercial  Cable  Company 
which  amounts  to  twenty-throe  millions  of  dollars  is  owned  by 
an  organization  or  association  known  as  the  Mackay  Companies 
having  its  headquarters  in  Boston,  Mass.  The  Mackay  Companies, 
so-called,  is  not  a  corporation,  but  is  an  unincorporated  associa- 


Xo.  38.]  7 

tion,  held  together  by  a  trust  agreement,  the  trustee  of  which 
holds  the  property  of  the  combination  and  issues  to  the  actual 
owners,  certificates  of  beneficial  interest.  The  New  England 
Telegraph  Company,  the  operating  unit  for  the  Postal  System  in 
the  State  of  New  York,  pays  no  dividends  and  it  is  practically 
impossible  to  tell  what  its  earnings  are,  owing  to  the  method  of 
bookkeeping  in  vogue  in  the  Postal  System. 

All  of  the  monies  received  at  the  main  office  in  New  York 
on  account  of  the  operation  of  the  New  England  Telegraph  Com- 
pany and  on  account  of  the  operation  of  other  companies  making 
up  the  Postal  System,  are  deposited  in  the  American  Exchange 
National  Bank  to  the  credit,  not  of  any  company,  officer,  or  indi- 
vidual, but  to  the  credit  of  "  Land  Lines  Accoimt."  This  account 
can  only  be  checked  against  by  officers  of  The  Postal  Telegraph 
Cable  Company  of  New  York  in  the  Postal  System,  and 
when  the  treasurer  of  the  New  England  Telegraph  Company 
requires  funds  belonging  to  that  company  with  which  to  pay 
claims  against  the  New  England  Telegraph  Company  of  New 
York,  he  must  make  a  requisition  upon  the  officers  of  The  Postal 
Telegraph  Cable  Company  of  New  York  in  order  to  obtain  funds 
with  which  to  pay  claims  against  the  New  England  Telegraph 
Company  of  which  he  is  treasurer. 

There  is  also  in  vogue  in  the  Postal  System  a  method  as  shown 
bv  certain  contracts  in  evidence  before  the  Committee,  wherebv 
a  large  percentage  of  the  gross  receipts  of  the  New  England 
Teleflrraph  Company  of  New  York  is  paid  over  to  the  Postal 
Telegraph  Company  of  Connecticut.  This  appears  to  be  an  arbi- 
trary arrangement.  The  Commercial  Cable  Company,  a  part  of 
the  Postal  System,  and  the  part  which  appears  to  own  the  stock 
of  all  of  the  other  companies  going  to  make  up  that  system,  has 
but  one  stockholder  to  wit ;  Mackay  Companies,  the  Massachusetts 
concern  which  owns  all  of  the  stock  of  the  Commercial  Cable 
Company,  and  the  net  earnings  of  the  Postal  System  from  both 
the  land  lines  and  the  cables  are  passed  along  into  the  treasury 
of  the  Mackay  Companies  and  from  that  treasury  distributed  to 
the  shareholders  of  that  concern.  The  Postal  Telegraph  Com- 
pany was  organized  for  the  purpose  of  competing  with  the  West- 
em  Union  system,  and  it  appears  that  as  the  result  of  such  com- 
petition the  cost  of  transcontinental  messages  has  been  greatly 
reducfc!,  especially  between  competing  points.  There  is  some 
evidence  that  about  eighty  per  cent,  of  the  business  of  the  country 
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is  competitive  and  twenty  per  cent,  noncompetiiive,  and  that  the 
Postal  System  does  about  fifty  per  cent,  of  the  competitive  busi- 
ness, or  forty  per  cent,  of  the  whole.  It  also  appears  conclusively 
that  the  price  of  messages  within  the  State  of  Xew  York,  as  to 
a  large  portion  of  the  State,  was  raised  about  three  years  ago, 
so  that  many  private  and  commercial  messages  formerly  costing 
twenty-five  cents  for  ten  words  now  cost  thirty-five  and  forty 
cents.  It  also  appears  that  the  rate  charged  for  messages  was 
increased  by  both  the  Western  Union  Telegraph  Company  and 
the  Postal  companies  at  the  same  time,  not  as  the  result  of  any 
contract,  so  far  as  the  Committee  has  been  able  to  learn, 
but  the  increase  was  made  after  a  conference  and  consultation 

• 

between  representatives  of  the  different  companies  who  have 
charge  of  the  making  of  rates,  so  that  if  there  was  no  agreement 
between  the  two  companies  to  raise  the  rates  for  telegraphing  at 
the  same  time  and  to  the  same  amount,  there  was  at  least  an 
understanding  between  the  representatives  of  the  respective  com- 
panies amounting  to  what  is  commonly  known  as  a  "  gentlemen's 
agreement,"  and  this  understanding  has  been  and  is  being  faith- 
fully carried  out  by  both  concerns.  The  only  competition 
between  the  two  telegraph  systems  consists  of  a  mutual  strife  to 
obtain-  an  increase  in  the  volume  of  their  business  by  increasing 
the  efficiency  of  their  service. 

TELEPHONE. 

The  history  of  the  invention  of  the  telephone  and  of  the  dis- 
putes between  the  rival  inventors.  Dr.  Bell  and  Mr.  Gray,  is 
too  well  known  to  require  elaboration  here.  The  telephone  became 
a  device  of  commercial  importance  under  the  Bell  patent  about 
the  year  1877  or  1878.  These  patents  were  owned  by  an  asso- 
ciation consisting  of  four  people,  which  association  had  a  capital 
stock  of  $300,000.  About  1878  there  was  formed  a  stock  com- 
pany known  as  the  New  England  Telephone  Company,  with  a 
capital  of  $200,000,  which  exploited  the  telephone  busine!?s  in 
New  England.  Shortly  thereafter  was  formed  the  Bell  Tele- 
phone Company  with  a  capital  of  $450,000,  which  had  rights 
covering  everything  relating  to  the  Bell  patents,  except  what  was 
owned  by  the  New  England  Telegraph  Company.  The  device 
controlled  by  these  companies  at  that  time  was  what  was  known 
as  the  "  Magneto  Telephone."  The  transmittei*  either  had  not 
been  invented  or  was  not  controlled  by  these  companies.     Some 
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little  business  was  done,  however,  in  the  way  of  establishing  what 
were  known  as  telephone  exchanges.  Later,  as  the  business  grew, 
a  combination  between  the  New  England  Telephone  Company 
and  the  Bell  Telephone  Company  was  affected,  and  a  new  com- 
pany was  formed  with  a  capital  of  $850,000,  of  which  $200,000 
was  sold  and  $450,000  given  to  the  shareholders  of  the  old  compa- 
nies, share  for  share.  The  $200,000  of  capital  stock  which  was 
sold  realized  $430,000  in  cash  and  with  that  the  business  was 
developed.  Kights  were  granted  by  the  owners  of  the  Bell  patents 
to  many  small  companies  to  build  and  operate  local  telephone 
exchanges,  the  company  granting  the  licenses,  however,  retained 
to  itself  the  right  to  connect  these  smaller  exchanges  with  long 
distance  or  toll  lines.  In  some  instances  the  rights  granted 
affected  only  a  city  or  village,  and  in  some  instances  several 
counties  were  included.  In  the  case  of  the  New  York  territory 
the  New  York  Telephone  Company  or  its  predecessor  acquired 
the  whole  of  Manhattan  Island,  and  everything  within  thirty 
miles  of  the  City  Hall  which  lay  north  of  the  East  river  and 
east  of  the  Hudson  river.  The  New  York  and  New  Jersey  Tele- 
phone Company  acquired,  in  addition  to  a  large  part  of  the  State 
of  New  Jersey,  all  of  Staten  Island  and  Long  Island.  The  Buf- 
falo Bell,  which  was  one  of  the  very  early  subsiduary  companies 
orjranized  to  do  local  exchange  business,  acquired  a  license  from 
the  parent  company  covering  some  territory  in  Pennsylvania  and 
seven  counties  in  western  New  York,  including  the  counties  of 
Erie  and  Monroe.  The  Buffalo  Bell,  starting  with  a  capital 
stock  of  $30,000,  increased  from  time  to  time,  until  it  had  an 
authorized  capital  stock  of  $10,000,000,  and  an  outstanding  capi- 
tal stock  of  $8,122,700  when  its  property  was  purchased 
by  the  New  York  Telephone  Company  during  the  year 
1900,  at  a  valuation  which  yielded  to  its  shareholders  &3V^  per 
cent,  of  the  par  value  of  the  holdings.  At  this  time,  however, 
the  New  York  Telephone  Company  was  the  owner  of  the  greater 
part  of  the  s.tock  of  the  company  and  was  in  a  position  to  dictate 
the  sale  of  the  property  of  the  Buffalo  Bell  to  it  upon  its  own 
term-?.  Beginning  with  the  two  or  three  years  after  the  estab- 
lishing of  the  business  of  the  Buffalo  Bell,  it  paid  a  dividend 
of  6  per  cent,  "per  annum  upon  its  stock  up  to  the  time  of  the 
sale  of  its  property  before  referred  to,  and  on  one  occasion  paid 
a  stock  dividend  of  100  per  oent.  It  also  paid  for  some  extensions 
and  betterments  out  of  its  earnings.    The  policy  of  the  Bell  Tele- 
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phone  Company  in  granting  licenses  to  small  companies  to  operate 
under  its  patent,  local  exchange  business,  was  to  take  in  payment 
for  the  license  a  large  percentage  of  the  capital  stock  of  the  local 
company,  and  also  to  make  a  contract  with  the  local  company 
which  was  perpetual,  by  the  terms  of  which  the  Bell  Telephone 
Company  supplied  the  local  company  with  telephone  instruments 
and  kept  them  in  repair,  and  in  return  received  a  percentage, 
usually  4Mj  per  cent,  of  the  gross  receipts  of  the  operating 
company.  The  business  continued  to  expand  and  more  capital 
was  needed  by  many  of  the  local  companies,  as  the  amount  orig- 
inally paid  in  was  usually  insufficient  to  take  care  of  the  business 
and  its  natural  growth,  and  as  the  operating  companies  required 
more  capital  this  was  largely  furnished  by  the  Bell  Telephone 
Company  or  the  American  Telephone  and  Telegraph  Company, 
and  as  security  it  took  bonds  of  the  operating  company  or  had 
the  stock  increased  and  took  the  stock,  so  that  at  the  end  of 
twenty  years  the  Bell  interests  were  practically  in  control  of  every 
local  company  operating  an  exchange  under  license  from  the 
owners  of  the  Bell  patents.  The  first  successful  long  distance 
line  was  built  by  the  Bell  Telephone  Company  about  the  year 
1884,  connecting  New  York  and  Boston,  Massachusetts.  After 
the  construction  of  this  line  there  was  formed  the  American  Tele- 
phone and  Telegraph  Company  for  the  purpose  of  doing  the  long 
distance  business,  and  to  that  company  was  granted  by  the  Bell 
Telephone  Company  the  exclusive  right  to  do  a  long  distance 
telephone  business  and  connect  up  the  various  exchanges,  being 
the  rights  which  had  been  retained  by  the  Bell  Telephone  Com- 
pany in  granting  local  exchange  license. 

At  about  this  time  there  was  formed  the  American  Bell  Com- 
pany with  a  capital  of  $6,000,000.  This  acquired  the  plant, 
rights  and  patents  and  all  property  of  every  kind  belonging  to 
the  original  Bell  Telephone  Company  and  issued  to  the  stockhold- 
ers of  the  original  Bell  Telephone  Company  five  shares  of  its  stock 
for  every  share  of  stock  of  the  original  company.  Thereafter  the 
American  Bell  Telephone  Company  carried  on  the  business  within 
the  United  States,  of  the  old  Bell  Company  and  the  original  asso- 
ciation. The  American  Bell  Company  continued  in  business  until 
about  1899  when  it  was  acquired  by  the  American  Telephone  and 
Telegraph  Company.  The  American  Bell  Telephone  Company  is 
still  in  existence  as  a  body  corporate.  The  American  Bell  Tele- 
phone Company  was  formed  several  years  before  the  formation  of 
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the  American  Telephone  and  Telegraph  Company  and  probably 
about  1880.     Prior  to  the  year  1909,  the  so-called  Bell  telephone 
system,  so  far  as  the  same  aifects  the  State  of  New  York,  con- 
sisted of  the  Buffalo  Bell  occupying  the  western  part  of  the  State 
of  Xew  York  and  a  portion  of  Pennsylvania,  the  New  York  and 
Pennsylvania  Telephone  and  Telegraph  Company  operating  the 
southern  counties  of  New  York  State  adjoining  the  Pennsylvania 
line  and    the   northern   counties   of  Pennsylvania,    the   Empire 
State  Telephone  Company  occupying  that  part  of  the  State  lying 
between  the  central  and  western  portion  including  the  counties  of 
Oswego  and  Cayuga   in  its  territory,   the   Central   New  York 
Telephone  and  Telegraph  Company  having  for  its  territory  an 
irregular  streteh  of  country  extending  from  Canada  on  the  north, 
southerly  to  the  territory  of  the  New  York  and  Pennsylvania  Com- 
pany, the  eastern  part  of  the  State  was  occupied  by  the  Hudson 
River  Telephone  Company  with  the  exception  of  a  small,  territory 
east  of  Lake  George  which  was  served  by  the  New  England  Tele- 
phone Company,  and  the  lower  part  of  this  State  was  served  as 
before  stated  by  the  New  York  Telephone  Company  and  the  New 
York  and  New  Jersey  Telephone  Company,  both  of  which  operated 
lines  extending  beyond  the  borders  of  the  State  of  New  York.    By 
means  of  mergers  in  some  cases,  and  sale  of  the  entire  property  of 
the  corporation  in  other  cases,  a  practical  consolidation  of  all  of 
these  companies  was  made  during  the  year  1909,  so  that  at  the 
present  time  the  entire  Bell  system  of  telephone  exchanges  and 
toll  lines  within  the  State  of  New  York  are  owned  by  the  New 
York  Telephone  Company  with  the  exception  of  the  little  territory 
controlled  by  the  New  England  Telephone  Company  and  with  the 
exception  of  some  small  exchanges  which  are  controlled  by  that 
company  through  a  stock  control.     There  should  also  be  excepted 
the  long  distance  lines  which  belong  to  the  American  Telephone 
and  Telegraph  Company.    In  the  course  of  this  consolidation  and 
merger  no  capital  stock  securities  were  issued  on  account  of  the 
merger,  but  on  the  contrary  it  is  claimed  by  representatives  of  the 
New  York  Telephone  Company  that  one  of  the  results  of  the 
consolidation  was  a  reduction  in  the  outstanding  capital  stock 
securities  representing  the  properties  brought  together,  of  about 
$8,000,000.    The  entire  capital  stock  of  the  New  York  Telephone 
Company  is  owned  by  the  American  Telephone  and  Telegraph 
Company  and  in  the  same  hands  rests  the  control  of  the  Empire 
City  Subways,  owned  by  the  Empire  City  Subway  Company,  a 
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corporation  appearing  to  have  the  exclusive  right  to  build  conduits 
and  wire  ducts  underneath  the  streets  in  the  city  of  New  York  and 
through  this  exclusive  right,  or  very  largely  through  this  ex- 
clusive right,  the  New  York  Telephone  Company  maintains  an 
absolute  monopoly  of  the  telephone  business  in  New  York  city. 
The  American  Telephone  and  Telegraph  Company  also  by  being 
the  largest  individual  owner  of  stock  in  the  Western  Union  Tele- 
graph Company  has  control  of  that  company.  The  earnings  of 
the  New  York  Telephone  Company  have  in  the  past  been  very 
large  and  will  undoubtedly  continue  to  be  large  so  far  as  the  New 
York  city  investment  is  concerned.  Some  parts  of  the  Bell  system 
within,  the  State  of  New  York  have  in  the  past  yielded  little,  if 
any,  profit  and  some  parts  of  it  have  doubtless  been  operated  at  a 
loss. 

The  following  schedules  show  the  dividends  which  have  been 
paid  during  the  past  ten  years  or  more  by  the  American  Telephone 
and  Telegraph  Company,  The  New  York  Telephone  Company,  the 
New  York  and  New  Jersey  Telephone  Company,  the  New  York 
and  Pennsylvania  Telephone  and  Telegraph  Company,  the  Buffalo 
Bell  Telephone  Company,  the  Empire  State  Telephone  Company, 
the  Central  New  York  Telephone  and  Telegraph  Company  and  the 
Hudson  River  Telephone  Company ; 

NEW  YORK  TELEPHONE  COMPANY 

Copy  of  Answer  to  Qcrstion   12  —  Re  Divideni>s 

Cash 
Authorized.  Paid  Amount.     Percent. 


Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

Apr. 

Oct. 

Jan. 

Apr. 

June 

Oct. 

Jan. 


29 

13 

1 

1 

7 

6 

7 

7 

6 

15 

13 

6 

9 

4 

5 

12 

18 

3 

4 

26 

.7 

2 


1896 
1897 
1897 
1897 
1897 
1898 
1898 
1898 
1898 
1899 
1899 
1899 
1899 
1900 
1900 
1900 
1900 

1901 
1901 
1901 
1901 
1902 


Oct. 

Jap. 

Apr. 

July 

Oct' 

Jan. 

Apr. 

Julv 

Oct'. 

Jan. 

Apr. 

July 

Oct'. 

Jan. 

Apr. 

Apr. 

Oct. 


30,1896 $720, 


15,1897 

16,1897 

15,1897 

15,1897 

15,1898 

15,1898 

15,1898 

15,1898 

15,1899 

15,1899 

15,1899 

16,1899 

15,1900 

14,1900 

14,1900 

19,1900 

(Two  quarterly  dividends.) 

Jan.   15, 1901 

15,1901 

15, 1901 

15, 1901 

15, 1902 


Apr. 
Julv 
Oct*. 
Jan. 


1720,  000  00 

41/2 

240,  000  00 

1% 

240, 000  00 

1V> 

240, 000  00 

IV^ 

240,000  00 

IV2 

240. 000  00 

IH 

240,  000  00 

IV2 

240,000  00 

IV2 

240, 000  00 

IVi 

240,  000  00 

1V2 

240, 000  00 

IV2 

240,000  00 

l¥2 

240,  000  00 

IV2 

240,  000  00 

IV^ 

240,  000  00 

IV2 

240,000  00 

IV2 

900,  000  00 

IH 

450,  000  00 

1^^ 

450, 000  00 

IV2 

450.  000  00 

IVa 

450. 000  00 

IH 

450, 000  00 

1% 

No.  38.] 
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Authorized 

Apr. 

3,1902 

July 

9,1902 

Oct. 

2,1902 

Dec. 

30,1902 

Apr. 

2,1903 

July 

2,1903 

Oct, 

1,1903 

Paid 


Jmn. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct- 

Jan. 

Apr. 

July 

Oct. 


Apr. 

June 

Sept. 

Jut. 

Apr. 

June 

Sept. 


Apr. 
July 
Oct. 
Dec. 

Apr. 

July 

Oct. 

( During  the  above  period,  i,  e.,  be- 
tween the  year  1896  and  the  year 
1904  extra  dividends  aggregating 
$4,000,000  were  declared  and  paid 


15,1902. 

15,1902. 

15,1902 

31, 1902 

15,1903 

15,1903 

15,1903 


7,1904 

7,1904 

7,1904 

6,1904 

5,1905 

6,1905 

6,1906 

5,1905 

4,1906 

5,1906 

5,1906 

4,1906 

3,1907 

4,1907 

5,1907 

3,1907 

2,1906 

8,1908 

24,1908 

23,1906 

6,1909 

13,1909 

23,1909 

29,1909 


Jan. 

15, 1904 

Apr. 

15, 1904 

July 

15,1904 

Oct. 

15,  1904 

Jan. 

16, 1905 

Apr. 

15, 1905 

July 

15, 1905 

Oct. 

15, 1905 

Jan. 

15, 1906 

Apr. 

16, 1006 

July 

16, 1906 

Oct. 

15, 1906 

Jan. 

15, 1907 

Apr. 

15, 1907 

July 

15, 1907 

Oct. 

15, 1907 

Jan. 

15, 1908 

Apr. 

15, 1908 

July 

15, 1908 

Oct. 

15, 1908 

Jan. 

15, 1909 

Apr. 

15, 1909 

July 

15, 1909 

Oct. 

10, 1909 

Cash 

Amount.    Per  cent. 

$450,000  00 

1% 

450.000  00 

1^ 

450,000  00 

m 

710, 000  00 

1% 

750, 000  00 

1% 

750,  000  00 

1% 

750, 000  00 

1% 

750,  000  00 

1% 

750,000  00 

1% 

750,  000  00 

1% 

750, 000  00 

1% 

750. 000  00 

1^ 

750.  000  00 

1% 

750.  000  00 

1^ 

750.000  00 

1% 

750.  000  00 

1% 

750,000  00 

1% 

750,  000  00 

1% 

750, 000  00 

1% 

750,  000  00 

1% 

750,000  00 

1% 

750,  000  00 

1% 

750,  000  00 

1% 

750,  000  00 

1% 

750.000  00 

1% 

750,  000  00 

1% 

750, 000  00 

1% 

750, 000  00 

1% 

750,000  00 

1% 

760,  000  00 

1% 

1, 000,  000  00 

2 

THE  NEW   YORK  AND  NEW  JERSEY   TELEPHONE 

COMPANY 


Outstanding 

End  ofyeAT  capital  stock 

Igg3  $2, 400. 000  00 

Igg4 '  '  '   J 2, 400, 000  00 

,Mi5*  '  '    '     2,400,000  00 

{i^ 2,400,00000 

ISSJ"   '    "     ' 2,400,000  00 

Is; 2. 400, 000  00 

{^ 2, 400, 000  00 

I^ 2,535,000  00 

SV 2.536,000  00 

{Si 2,535.000  00 

\Z% 2,535,000  00 

Si 3, 000,  OOO  00 

;^ 3,100,000  00 

5^ 3,  723, 100  00 

;s; 4,191,100  00 

Jgjg 4, 662,  400  00 


Dividends  paid 

Rate 

—      ^ 
Amount 

3 

$72, 000  00 

4i 

108.000  00 

4A 

108,  000  00 

6 

144, 000  00 

6 

144,000  00 

6 

144,000  00 

6 

144, 000  00 

6 

150,076  00 

6 

152, 100  00 

6 

152, 100  00 

6 

152, 100  00 

190, 190  00 

215. 125  00 

253,363  00 

272, 420  00 

315,622  00 
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Outstanding 
End  of  year  capital  stock 

1899 $6,000,000  00 

1900 7,  500,  000  00 

1901 9,  376, 000  00 

1902 11,  430,  100  00 

1903 12, 520, 000  00 

1904 13,  770,  100  00 

1905 16,  578,  700  00 

1906 18,  930,  500  00 

1907 25,  235,  000  00 

1908 25,  235,  000  00 

1909    (9   mo9.)     30, 247, 500  00 


Dividends  paid 

J- 


i — 
Rate 

7 
7 
7 
7 
7 
7 
7 

I 

7 

7 
7 


Amount 


$398, 

490. 

616, 

707, 

852, 

962, 

1,034, 

1,  272, 

1,  687, 

1.  766, 

1,  054, 


850  00 
650  00 
286  00 
627  00 
215  00 
088  00 
150  00 
797  00 
311  00 
275  00 
321  00 
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TELEGRAPH  COMPANY 
Memorandum  of  Dividends 


Declared 


Payable 


Mar. 

June 

Sept. 

Dec. 

Mar. 

July 

Oct. 

Dec. 

Jan. 

Mar. 

June 

Oct. 

Dec. 

Apr. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

Apr. 

Oct. 

Dec. 

Mar. 

June 

Oct. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Mai. 

June 


14, 1883 
27, 1883 
26, 1883 

20. 1883 

27. 1884 
1,1884 

10. 1884 

18. 1886 

26. 1887 
30, 1887 
29, 1887 
10, 1887 

28. 1887 

14. 1888 
29, 1888 
26, 1888 

19. 1888 

27. 1889 
28, 1889 
25, 1889 

18. 1889 

26. 1890 
25, 1890 

6,1890 

30. 1890 

25. 1891 

24. 1891 
1, 1891 

30,  1891 

30. 1892 
20, 1892 
28, 1892 

28. 1892 

29. 1893 

28. 1893 

24. 1894 
27, 1894 


Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 


10, 
10, 
10. 
10, 
10. 
7, 
10, 


Surrender 
Julv       15, 


Apr. 

Julv 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

Julv 

Oct. 

Jan. 

Apr. 

Julv 

Oct*. 

Jan. 

Apr. 

Julv 

Oct'. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

Julv 

Apr. 

Julv 


15, 
15, 
15, 
16, 

16, 
16. 
15, 
15, 
15, 
15. 
15, 
15, 
15, 
15, 
15, 
15, 
15, 
15, 
15, 
15, 
15, 
15, 

15, 
16, 

15, 
15, 
16, 
16. 


1883.... 
1883.... 
1883.... 

1884 

lfco4.... 
1884.... 
1884.... 
of  stock 
1887.... 
1887.... 
1887.... 
1887.... 
1888.... 
1888.... 
1888.... 
1888.... 
1889.... 
1889.... 
1889.... 

1889 

1890.... 
1890.... 

1890 

1890.... 
1891.... 
1891.... 
1891.... 
1891.... 
1892.... 
1892..,. 
1892.... 

1892 

1893.... 
1893.... 
1893.... 
1894.... 
1894.... 


Amount 

$9,  750 
9,750 
9,700 
9.750 
9,750 
9,750 
9,750 

23,  000 
9,750 
8,957 

8,  957 
8,115 

9,  020 
9,  020 
8,131 
8,131 
8,141 
8.141 
8.141 
8,141 
8,141 
8,141 
8,141 
8,697 
8.  775 
8,  775 
8,775 
8.  775 
8.775 
8,  550 
8,  550 
8.550 
8,  550 
9,060 

10, 201 
10,  875 
10,  875 


Rate 

Per 

Cent. 

00  1  Vi 

00  1  V> 

00  IVj 

00  IVj 

00  IMs 

00  1  Vi 

00  1 V2 
00  special 


00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
GO 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
50 
00 
00 


3 

2Vi 
2^4 
2U 
2V4 

2V4 

2 

2 

2 

2 

2 

2 
2 

2 
2 
2 
2 

2 
2 
2 
2 

IV2 

1V» 
lU 

1% 


Ko.  38.] 


15 


Declared 


Sept. 

Jan. 

Mar. 

June 

Sept. 

Jan. 

Mar. 

June 

Sept. 

J«n. 

MJar. 

June 

S^pt. 

Jan. 

Mar. 

June 

Sept. 

Jan. 

Mar. 

June 

Oct. 

Jan. 

Apr. 

Julv 

Oct"; 

Jan. 

Apr. 

June 

Oct. 


27. 1894 
2, 1895 

25. 1895 
27, 1895 

26. 1895 
23, 1890 

26. 1896 
25,1896 

24. 1896 
7, 1897 

25. 1897 
30, 1897 

30. 1897 
6, 1898: 

31. 1898 
30, 1898 

29. 1898 
5,1899 

30. 1899 

28. 1899 
5,1899 
5,1900 

15,1900 
6,1900 

12. 1900 
11,1901 

12. 1901 
25, 1901 
14, 1901 


Payable  Amount 

Oct.        15, 1894 $10,875 

Jan.       15, 1895 10, 920 

Apr.       15, 1895 10, 954 

July      15,  1895 10, 964 

Oct.        15, 1895 10, 972 

Jan.       15, 1896 10, 995 

Apr.       15, 1896 10, 995 

July      15, 1896 10, 995 

Oct.        15,  1896 10, 995 

Jan.       15,  1897 10,995 

Apr.       15, 1897 10, 995 

Julv      15, 1897 11, 260 

Oct        15,  1897 11, 250 

Jan.       15,1898 12,304 

Apr.       15, 1898 12, 304 

July       15,  1898 13, 600 

Oct.        15,1898 13,500 

Jan.       15,  1899 13,500 

Apr.       15,  1899 15, 000 

Julv       15,1899 15,000 

Sept.      15, 1899 15,  000 

Jan.       15, 1900 15, 000 

Apr.       15,  1900 16, 000 

Julv      15, 1900 15, 000 

Oct       15, 1900 16, 000 

Jan.       15,  1901 15,000 

Apr.       15, 1901 10, 000 

Julv       15, 1901 10, 000 

Oct.        15,  1901 10, 000 


Rate 

Per 

Cent. 

00 

1% 

00 

1M» 

50 

1»/^ 

50 

IV2 

50 

l¥2 

00 

1% 

00 

1% 

00 

l¥i 

00 

1% 

00 

1^ 

00 

1% 

00 

1% 

00 

l¥2 

50 

1% 

50 

IV^ 

00 

1^8 

00 

IVi 

00 

1% 

00 

l'^ 

00 

l¥i 

00 

IVi 

00 

IVi 

00 

1% 

00 

IVi 

00 

1% 

00 

1'/^ 

00 

1 

00 

1 

00 

1 

THE    BELL    TELEPHONE    COMPANY    OF    BUFFALO 


Date  declared 


Aug. 
Nov. 
Feb. 
May 
Aug. 
Nov. 
Feb. 
May 
Aug. 
Nov. 
Feb. 
May 
Aug. 
Nov. 
Dec. 
Feb. 
May 

Aug. 

Nov. 
Mar. 
June 


12 
14 
13 
15 
14 
13 
12 
22 
13 
12 
11 
12 
11 
17 
15 
16 
18 

17 

16 
15 
21 


1881 
1881 
1882 
1882 
1882 
1882 
1883 
1883 
1883 
1883 
1884 
1884 
1884 
1884 
1884 
1885 
1885 

1885 

1885 
1886 
1886 


Statement  of  Dividends 


Date  Paid. 


Rate 
Per  Cent. 


Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Oct. 

Dec. 

Jan. 

Mar. 

June 

Sept. 

Dec. 

Apr. 
Julv 


1, 

1, 

1 

1 

1 

1 

1 


1 

1 

1 

1 

1, 

1, 

1, 

1, 


1881 

1881 

1882 

1882 

1882 

1882 

1883 

1883 

1883 

1883 

1884 

1884 

1884 

1884 

1885 stock 

1885 IV2 

1885 IMj 


IVa 
2 

2 

IV2 

1\4 

IV2 

IV2 

I  ¥2 

I  ¥2 

l¥2 

1% 
I  ¥2 
I  ¥2 

l¥2 


1885 

1885 
1886. 
1886 . 


I  ¥2 

IVj 

l¥2 

IVa 


Amount  of 
dividend. 

$4,500  00 
6,  000  00 
6, 000  00 
4, 500  00 
4, 500  00 
4.500  00 
4,600  00 

4,  600  00 
5,016  00 
6,016  00 
5,016  00 
5,016  00 
5,016  00 
6.  016  00 

31,400  00 

5,  850  00 
5,850  00 
6,850  00 
2, 040  .00 

6,  850  00 
9,000  00 
0,  000  00 


i 
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[Senate 


Date  declared 


Date  Paid. 


Rate 
Per  Cent. 


Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec 

Jan. 

Mar. 

June 

Sept. 

Dec. 

Mar. 


3 
3 
4 
3 
2 
2 
2 
1 
7 
7 
1 

21 
9 

23 
7 
6 

22 
5 
6 
5 
4 
4 
4 
3 
2 
2 
3 
2 

23 
1 
2 

8 

7 
8 
7 
6 
6 
6 
5 

20 
4 
5 
4 

20 
3 
4 
3 

26 
2 
3 
2 

25 
1 
5 
2 
8 
7 

21 

11 


1886 
1886 
1887 
1887 
1887 
1887 
1888 
1888 
1888 
1888 
1889 
1889 
1889 
1889 
1890 
1890 
1890 
1890 
1891 
1891 
1891 
1891 
1892 
1892 
1892 
1892 
1893 
1893 
1893 
1893 
1894 

1894 

1894 
1899 
1895 
1895 
1895 
1896 
1896 
1896 
1896 
1897 
1897 
1897 
1897 
1898 
1898 
1898 
1898 
1899 
1899 
1899 
1899 
1900 
1900 
1900 
1900 
1900 
1901 


{ 


Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
Julv 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
•Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Jan. 
Apr. 
July 
Oct. 
Jan. 
Apr. 


1 


,1886 

,1887 

,  1»87 

,1887 

,1887 

,1888 

, 1888 

,1888 

,1888 

,1889 

,1889 

,1889 

,1889 

,1890 

,1890 

,1890 

,1890 

,1891 

, 1891 

,1891 

,1891 

,1892 

,1892 

,1892 

,1892 

,1893 

,1893 

,  1893 

,1893 

,1894 

,1894 

,1894 

,1894 

,1895 

,1895 

,1895 

,1895 

,1896 

,1896 

,1896 

,1896 

,1897 

,1897 

,1897 

,1897 

,1898 

, 1898 

,1898 

,1898 

,1899 

,1899 

,1899 

,1899 

,1900 

,1900   (stock) 

,1900 

,1900 

,1900 

, 1901 

,1901 


% 

% 
% 
% 
Vi 
Ml 
Vi 
% 

Ml 

% 
% 
Ml 
Ml 
% 

Ml 
% 

% 
Vi 

% 

% 

Ml 

% 

Ml 

% 
Ml 


Mi 
% 
00 

Ml 

y^ 

Ml 


Amount  of 
dividend. 

$9,000  00 
9,000  00 
9,000  00 
9.000  00 
9,000  00 
9,000  00 
9,312  00 
9, 384  00 
10, 153  50 
10,  272  00 
10,318  50 
LO,  363  50 
L0.377  00 
10,407  00 
10,  824  00 
12, 000  00 
12.  000  00 
12,039  00 
L3,500  00 
13,500  00 
L4. 185  50 
15,000  00 
15,000  OO 
15,000  00 
L5,000  00 
15,000  00 
[5.  000  00 
15,  000  00 
L5,  000  00 
15.000  00 
[5,000  00 
15.000  00 
15,000  00 
15,000  00 
L5,  000  00 
15,000  00 
L5.  000  00 
15,000  00 
15,000  00 
15,  000  00 
15,000  00 
15,  000  00 
15.  000  00 
15.000  00 
15,000  00 
15,000  00 
15.000  00 
15,000  00 
15.000  00 
15.  000  00 
15.  000  Od 
15.  000  00 
15,000  00 
15.  000  00 
1,  000.  000  00 
t3,  793  50 
37.536  00 
41,241  00 
L5.000  00 
52,951  50 


Iho.  38.] 
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Date  declared 


Date  Paid. 


Rate      Amount  of 
Per  Cent,    diyidend. 


June 
Sept. 
Dec. 
Mar. 

June 
Sept. 


31ar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec, 

^Ur. 

June 

Sept. 

Dec. 


June 

Sept. 

Dec. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Sept. 


Mar. 

June 
Sept. 


17, 1901 

16, 1901 

16, 1901 

17,1902 

16,1902 

15,1902 

15, 19(»! 

16,1903 

15,1903 

14,1903 

14,1903 

14,1904 

13,1904 

24,1904 

12,1904 

15,1905 

16,1905 

18,1905 

11,1905 

12,1906 

18,1906 

17,1906 

17,1906 

18,1907 

17, 1907 

16, 1007 • 

16,1907 

16,1908 

15,1908 

14,1908 

14,1906 

15,1909 

21.1909 

20,1909 


July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 


1, 
1, 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
15 


1901 ly, 

1901..... 1% 

1902 1% 

1902 1^ 

1902 l\^ 

1902 1% 

1903 IV2 

1903 1% 

1903 1% 

1903 1% 

1904 ly, 

1904 1% 

1904 1% 

1904 1% 

1905 1% 

1905 1% 

1905 1% 

1905 1% 

1906 1% 

1906..... 1% 

1906 1% 

1906 1% 

1907 1% 

1907 1% 

1907 1% 

1907 1% 

1908 1% 

1908 1% 

1908 1% 

1908 ly^ 

1909 1% 

1909 1% 

1909 IVi 

1909 1% 


$55,  665  00 
59, 778  00 
67,939  50 
71.637  00 
75,  000  00 
75,000  00 
75,000  00 

80,  839  50 
81,333  00 

81,  370  50 
81,601  50 
81,  730  00 
81,  804  00 
81,  834  00 
82,500  00 
90, 750  00 
90, 750  00 
90,  750  00 
90,  750  00 

108, 900  00 
108, 900  00 
108, 900  00 
108,900  00 
108,  900  00 
121, 833  00 
121,  840  '50 
121,840  50 
121,  840  50 
121,  840  50 
121,  840  50 
121,  840  50 
121,851  00 
121.851  00 
121,  851  00 


THE  EilPIRE  STATE  TELEPHONE  AND  TELEGRAPH 

COMPANY 


Memobandum  of  Dividends 


Declared. 

Xov.         3, 1881 
Keb.         18. 1882 
28,1882 
17,1882 
31,1882 
3,1883 
21,1883 
17, 1883 
13,1883 
24,1883 
17,1884 
16, 1884 
14,1884 
Id,  1885 
$0,1885 
12,1885 
JI  1S85 


Mar. 

Apr. 
July 

Oct. 
Dec. 

Apr. 
JaJy 
Oct 

Feb. 


Xov. 

Mar. 

May 

Aug. 

Nov. 

Mar. 

Apr. 

Aug. 

Oct 

Jan. 

Apr. 

July 

Oct. 

Feb. 

June 


Payable.  Amount. 

25, 1881 $750  00 

1,1882 750  00 

1,1882 825  00 

22,1882 2,275  00 

6, 1882 975  00 

15,1883 975  00 

23,1883 1,170  00 

1,1883 1,950  00 

15,1883 1,950  00 

2,1884 3,900  00 

17,1884 1,462  50 

21,1884 1,950  00 

20,1884 2,181  60 

20,-1886 2,340  00 

1,1885 2,60Ci  00 

31,1885 2.600  00 

1,1885 1,092  00 


Rate 
Per  Cent. 

1% 

3 

IVs 

iVa 
2% 
2 

4 

1% 
2 
2 
2 
2 
2 
84/100 
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[Senate 


Declared. 


Nov. 

Oct.  13 

Jan.  12 

Apr.  2 


11, 188o 
1S86 
1887 

1887 


July 

14, 1887 

Oct. 

12, 1887 

Jan. 

11, 1888 

May 

1,1888 

July 

10,1888 

Oct. 

17, 1888 

Jan. 

16, 1889 

Apr. 

17, 1889 

July 

17, 188» 

Oct. 

16, 1889 

Jan. 

15, 1890 

Apr. 

16, 1890 

July 

16, 1890 

Oct. 

15, 1890 

Jan. 

14, 1891 

Apr. 

15, 1891 

July 

15, 1891 

Oct. 

14, 1891 

Jan. 

13, 1892 

Apr. 

14, 1892 

July 

13, 1892 

Oct. 

13, 1892 

Jan. 

11, 1893 

Apr. 

1, 1893 

Aug. 

2, 1893 

Nov. 

1, 1893 

Feb. 

9, 1894 

July 

11, 1894 

Oct. 

17, 1894 

Jan. 

16, 1895 

May 

1, 1895 

July 

17, 1895 

Oct. 

16, 1895 

Jan. 

15, 1896 

Payable.  Amount. 

Dec.  1,1885 $2,000  00 

Nov.  1,1886 3,500  00 

Jan.  15,1887 3,217  50 

Apr.  15, 1887 3, 397  50 

July  20,1887 3.397  50 

Oct.  15,1887 3,397  50 

Jan.  16,1888 3,397  50 

May  2,1888 3,397  50 

July  19,1888 3,055  00 

Oct.  18,1888 3,055  00 

Jan.  22,1889 3,055  00 

Apr.  18,1889 3,055  00 

July  19,1889 3,055  00 

Oct.  18,1889 3,055  00 

Jan.  15,1890 3,055  60 

Apr.  16,  1890 3. 055  00 

July    •  17,1890 3,055  00 

Oct.  16,1890 3,055  00 

Jan.  19,1891 3,055  00 

Apr.  16,  1891 2, 370  00 

July  18,1891 2.370  00 

Oct.  20,1891 2,370  00 

Jan.  20,1892 2.370  00 

Apr.  15,  1892 3. 000  00 

July  15,1892 3,000  00 

Oct.  15,1892 3,000  00 

Jan.  12,1893 3.000  00 

Apr.  15,1893 3,000  00 

Aug.  2,1893 3,000  00 

Nov.  2,1893 3,000  00 

Feb.  10,1894 3.000  00 

July  16,1894 3.000  00 

Oct.  18,1894 3,000  00 

Feb.  1,  1895 3.  000  00 

Mav  2,1895 2,000  00 

JulV  17,  1895 2. 000  00 

Oct'  .  16.  1895 2,  000  00 

Jan.  15,  1896 2, 000  00 


Rate 
Per  Cent. 

1 

$3  00  per  share 


1% 

Vz 

1% 

« 
« 

« 
« 


on  $192 
on  129 
on  200 
on     137 


n 
it 


on  $200 
on     137 


u 

u 
n 
t( 

(C 

ti 
ft 
it 
tt 


on  $200 
on     137 


ti 


000 
000 
000 
000 


000 
000 


000 
000 


IMj 

IV2 

1  Vj 
IVj 

IV2 

IV2 

IMj 

11/(5 

IV2 

IV2 

1 

1 

1 

1 


CENTRAL  NEW  YORK  TELEPHONE  AND  TELEGRAPH 

COMPANY 


Declared. 

Apr.  14,  i883 

June  14, 1883 

Oct.  3, 1883 

Dec.  15, 1883 

Apr.  10, 1884 

Julv  12,  1884 

Oct'.  9, 1884 


Memorandum  of  Dividends 

Payable. 

Apr.       16,1883 

Julv        3,1883 

Oct       15,1883 

Jan.       15,1884 

Apr.      15,1884 

Julv      15,1884 

Oct       15,1884 


Rate. 
Amount.  Per  cent 

$4,500  00  m 

4,500  00  11^ 

4,725  00  1% 

4,875  00  1^ 

4,875  00  l\^ 

4,875  00  1% 

4,875  00  1^ 


Xo.  :38.] 
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Declared. 


Payable. 


Jan. 

Jan. 

Apr. 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

June 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

Feb. 

Oct. 

Jan. 

Apr. 

July 

Jan. 


8, 

188^ 

15, 

1887 

8, 

IHH7 

11, 

1887 

17, 

1888 

17, 

1888 

17, 

1888 

16, 

1880 

15, 

1889 

16, 

1889 

16, 

1889 

15, 

18R9 

14. 

1890 

17, 

1890 

17, 

1890 

16, 

1890 

15, 

1891 

16, 

1891 

16, 

1891 

15, 

1891 

14, 

1892 

14, 

1892 

22, 

1892 

13, 

1892 

19, 

1893 

20, 

1893 

28, 

1893 

23, 

1803 

15, 

1894 

19, 

1894 

14, 

1894 

18, 

1694 

25, 

1895 

18, 

1895 

17, 

1895 

17, 

1895 

18, 

1896 

28, 

1890 

20, 

1896 

15, 

1896 

14, 

1897 

22, 

1897 

15, 

1897 

21, 

1897 

20, 

1898 

14, 

1898 

14, 

1898 

20, 

1898 

18, 

1899 

20, 

1899 

13, 

1899 

19, 

1899 

16, 

1900 

20, 

1900 

20, 

1900 

19, 

1900 

19, 

,1901 

17 

,1901 

18 

,1901 

20 

,1902 

Jan. 

Jan. 

Apr. 

Oct. 

Jan. 

Apr. 

July 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

Mav 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Feb. 


15 
15 
15 
15 
19 
21 
19 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
2 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1, 
1. 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
2 
1 
1 
2 
1 
1 
1 
1 
1, 
1, 
I 
1 
1 
1 
1 
1 
1, 
1, 


1885. 

1887. 

1887. 

1887. 

1888. 

1888. 

1888. 

1888 

1889. 

1889. 

1889. 

1889. 

1890. 

1890. 

1890. 

1890. 

1891. 

1891 

1891. 

1891 

1892 

1892 

1892. 

1892, 

1893. 

1893 

1893. 

1893. 

1894. 

1894. 

1894. 

1894. 

1895. 

1895. 

1895. 

1895. 

1896. 

1896. 

1896 

1896. 

1897. 

1897. 

1897. 

1897 

1898. 

1898. 

1898. 

1898. 

1899. 

1899. 

1899. 

1899, 

1900, 

1900, 

1900, 

1900, 

1901 

1901 

1901 

1902 


Amount. 

875 
000 
000 


Rate 
Per  cent. 


6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
11 
9 
9 

10 
10 
10 
10 
10, 
5 

i 

7 
7 

7 
7 
7 
7 
7 
7 
7 

I 

7 
7 
7 

12 
7 
7 
7 
7 

i 
7 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 


879 
879 
879 
937 
937 
960 
960 
960 
960 
960 
960 
960 
600 
280 
200 
000 
000 
000 
000 
000 
000 
500 
500 
600 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
500 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
9,000 
10,  000 
10, 000 
10. 000 
9.015 


00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 


l¥2 

2 
2 

1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 

IMj 

1% 

l¥i 

2y2 

2 
2 
2 
2 
2 
2 
2 

"% 
% 
% 
% 
% 
^ 
% 
% 
% 

% 
¥2 

¥2 

■¥t 

¥2 
¥2 

¥i 

% 

¥t 

¥1 
¥2 

¥x 

¥2 
¥2 
¥2 
V2 


20 


[Senate 


HUDSON  RIVER  TELEPHONE  COMPANY 


Memorandum  of  Dividends 


Declared. 


Payable. 


Rate 
Amount.     Per  cent 


Dec. 

Apr. 

July 

Oct, 

Apr. 

July 

Oct. 

Jan. 

Mar. 

June 

Oct. 

Jan. 

Mar. 

June 

Sept. 

Dec. 

Mar. 

June 

Oct. 

Dec. 

Mar. 

June 

Oct. 

Dec. 

Mar. 

July 

Oct. 

Jan. 

Jan. 

Apr. 

July 

Oct. 

Dec. 

Apr. 

July 

Oct. 

Dec. 

Dec. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

Julv 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

June 


13. 1883 
1, 1884 

14. 1884 

15. 1884 

10. 1885 

10. 1885 
7,1885 

8. 1886 
25, 1880 

24. 1886 
'  12, 1886 

6. 1887 

31. 1887 
30, 1887 

22. 1887 
a2, 1887 
2^,1888 

28. 1888 

4. 1888 

20. 1888 
28, 1880 

27. 1889 
11, 1889 

19. 1889 
27,  1890 

15. 1890 
15,  1890 
14,  1891 
26, 1893 
29. 1893 
13, 1893 
26, 1893 

28. 1893 

19. 1894 
19, 1894 
18, 1894 
20, 1894 

20. 1894 
18, 1805 

18. 1895 

17. 1895 

16. 1896 
16, 1896 
16, 1896 

15. 1896 

21. 1897 
15, 1897 

15. 1897 
21.  1897 

20. 1898 
21, 1898 
21, 1898 

20. 1898 

19. 1899 
20, 1890 
15, 1890 


Jan. 

Apr. 

July 

Oct. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

July 


1 
0 
5 
5 
5 
5 
5 

25 
5 
5 
5 
5 
5 
5 
5 
4 
4 
4 
5 
5 
5 
5 
5 

m 

O 

5 
5 
5 


1884 

1884 

1884 

1884 

1885 

1885 

1886 

1886 

1886 

1886 

1886 

1887 

1887...... 

1887 

1887 

1888 

1888 

1888 

1888 

1889...... 

1889 

1889 

1889 

1890 

1890 

1890 

1890 

1891 

1893 

1893 

1893 

1893 

1894 

1894 

1894 

1894 

1895 

1895, extra 

1895 

1895 

1896 

1896 

1896 

1896 

1896 

1897 

1897 

1897 

1897 

1898 

1898 

1808 

1898 

1899 

1899 

1899 


$18 
18 
18 
10 
16 
16 
16 
16 
17 
17 
17 
17 
17 
17 
17 
17 
17 
17 
14 
14 
14 
14 
14 
14 
8 
8 
9 
8 
13 
13 
13 
13 
13 
13 
13 
13 
13 
4 
13 
13 
13 
18 
18 
18 
18 
18 
18 
18 
18 
18 
18 
18 
18 
18 
23 
23 


725  00 
725  00 
725  00 
735  00 
342  50 
349  87 
658  12 
807  87 
244  37 
397  37 
397  37 
397  37 
397  75 
397  75 
403  75 
403  75 
403  75 
403  75 
603  13 
603  13 
603  13 
603  13 
603  13 
603  13 
701  88 
701  88 
301  25 
925  00 
387  50 
387  60 
966  25 

955  25 

956  25 

955  25 

956  25 
955  25 

955  25 
651  75 

956  25 
956  25 
966  25 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
607  00 
268  76 
268  76 


1% 
1% 
1% 
1 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

% 

% 

% 

¥2 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 

% 
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Declared. 

Oct. 

19, 1800 

Jan. 

18,1000 

Apr. 

19,1000 

July 

19,1000 

Oct. 

18,1900 

Jan. 

17, 1901 

Apr. 

18, 1901 

July 

18, 1901 

Oct. 

17, 1901 

Jan. 

16, 1002 

Apr. 

17,1902 

July 

17,1002 

Oct. 

17,1902 

Jan. 

16, 1903 

Apr. 

17, 1903 

July 

18, 1903 

Oct. 

17. 1903 

Mar. 

1904 

June 

1004 

Sept. 

1904 

Dec. 

1004 

Mar. 

30,1905 

June 

29,1905 

Sept. 

28,1905 

Dec. 

28, 1005 

Mar. 

15, 1006 

June 

14,1906 

Oct. 

2.1906 

Dec 

12,1006 

Mar. 

1307 

June 

1D07 

Sept. 

1907 

Payable.  Amount. 

1899 $25,000 

1900 25, 000 

1900 26.000 

1900 33,206 

1900 35,677 

1901 64,219 

1901 35.677 

1901 35.677 

1901 40,113 

1902 48,136 

1902 48,136 

1902 49,057 

1902 54,198 

1903 64,198 

1903 58.599 

1903 68,599 

1903 58,  599 

1904 68,593 

1904 58.693 

1904 58,593 

1905 58,593 

1905 58,593 

1905 58.693 

1905 58,648 

1906 58,648 

1906 58,648 

1906 58,648 

1906 58,648 

1907 58,648 

1907 39.909 

1907 39.909 

1907 39,909 


Rate 
Per  cent. 


Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

May 

Aug. 

Nov. 

Feb. 

2, 

May 

Aug. 

Nov. 

2, 

Apr. 

15, 

July 

15, 

Oct. 

15, 

Jan. 

16, 

Apr. 

15, 

July 

15, 

Oct. 

16, 

Jan. 

15, 

Apr. 

16, 

Julv 

16, 

Oct* 

15, 

Jan. 

15, 

Apr. 

15, 

July 

15, 

Oct. 

15, 

00 
00 
00 
25 
50 
50 
50 
60 
76 
50 
60 
60 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
50 
50 
50 
60 
50 
50 
00 
00 
00 


ly* 
1% 
1% 

IH 
IH 

2% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 
1% 

1% 

1 

1 
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Schedule  E. 

AMERICAN  TELEPHONE  AND  TELEGRAPH 

COMPANY. 


Dividends, 


Authorized. 


Paid. 


May 
Aug. 
Sept. 
Dec. 

5, 
2, 

28, 
28, 

Mar. 

22, 

June 

14 

Oct. 

9, 

Dec. 

27, 

Mar. 

28, 

June ' 

27, 

Sept. 
Dec. 

26, 
18, 

June 

25, 

Sept. 
Dec. 

24. 
24, 

Mar. 

25, 

June 

24, 

Sept. 
Dec. 

23, 
23, 

Mar. 

24, 

July 
Oct. 

25, 
5, 

Dec. 

22, 

Mar. 

23, 

June 

20, 

Dec. 

28, 

Mar. 

22, 

June 

20, 

Sept. 
Dec. 

10, 
19, 

Mar. 

20, 

June 

19, 

Sept. 
Dec. 

16, 
18, 

Mar. 

15, 

June 

23, 

Sept. 
Dec. 

17, 

17, 

Mar. 

18, 

June 

15, 

Sept. 
Dec. 

16, 
16, 

Mar. 

10, 

1885 
1886 
1887 
1888 
1889 
1890 
1801 
1S92 

1693 
18113 
1803 
1803 
1S94 
1894 
1894 
1894 
1895 
1896 
1895 
1895 
1896 
1890 
1890 
1897 
1897 
1897 
1897 
1808 
1898 
1898 
1898 
1899 
1899 
1899 
1900 
1900 
1000 
1900 
lOlU 
1001 
1901 
1901 
1902 
1902 
1902 
1902 
1903 
1903 
1903 
1903 
1904 


Rate  per 
cent. 

Xo  dividenl 


May 

Aug. 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

.Tulv 

Oct 

.Tan. 

July 

Oct 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Dec. 

Mar. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 

July 

Oct. 

Jan. 

Apr. 


*( 

.( 

it 

.t 
it 


19. 
21. 
16. 
15, 
16, 
16, 

15, 
15, 
15, 
15. 
15, 
15, 
15, 
15, 
15, 
15. 
15, 
15. 
15. 
15, 
25, 
15, 
16, 
15, 
15. 
30. 
31, 
16, 
15. 

15, 
15. 
15, 
15, 
15, 
15, 
15. 
15, 
15, 
15, 
15. 
15, 
15, 
16, 


1893. 

1893. 

1893. 

1894. 

1894 

1894. 

1894 

1895. 

1895 

1S95. 

1895. 

1896 

1896. 

1896 

1897. 

1897. 

1897. 

1897. 

1898 

1898. 

1898. 

1898, 

1899 

1899. 

1899. 

1899. 

1900 

1900 

1900. 

1901, 

1901, 

1901. 

1901. 

1902 

1902. 

1902. 

1902. 

1903. 

1903. 

1903. 

1903. 

1904. 

1904. 


V4 

V4 


At 

14 
\i 
\i 

2Vj 

V4 
Vi 
\i 
14 
Vi 

V4 
li 
^4 

14 

2^ 

¥2 
2V4 
V» 

214 
'A 

IVa 
Vi 

2% 

2y4 
2% 
2^ 


How  paid. 


In  cash 


i( 

« 

(( 

<c 

(( 

<( 

« 

« 

« 

« 

« 

(( 

(( 

« 

« 

« 

i( 

<c 

« 

« 

(i 

(i 

(( 

« 

t% 

u 

u 

it 

it 

ti 

tl 

it 

€t 

tt 

i( 

<f 

(C 

M 

« 

€( 

M 

Ct 
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Rate  per 

Authomed.              Paid.  cent            How  paid 

June  15,1904  July      15,1904 2%               In  cash 

Sept.  21,1901  Oct.        15,1904 1% 

Dec.  21,1904  Jan.       16,1905 2% 

Mar.  15,1905  Apr.       15,1905 1% 

May  31,1905  July       15,1905 2% 

Sept.  20,1905  Oct.        16,1905 1% 

Dee.  20, 190o  Jan.       15,1906 2% 

Mar.  20,1906  Apr.       16,1906 1% 

June  20,1906  July       16,1906 2% 

Oct.          2, 1906  Oct.        15, 1906 2 

Dec.  19,1906  Jan.       15,1907 2 

Feb.  20, 1907  Apr.       15,  1907 2 

June         4, 1907  July       15, 1907 2 

Sept.  17,1907  Oct.       15,1907 2 

Dec  18,1907  Jan.       15,1908 2 

Mar.  10,1908  Apr.       15,1908 2 

ilay  19,1908  July       15,1908 2 

Sept.  15,1908  Oct.        15,1908 2 

Dec.  2,1908  Jan.       15,1909 2                   "      « 

Mar.  16,1909  Apr.       15,1909 2 

June  15,1909  July       15,1909 2 

Sept.  21,1909  Oct.        15,1909 2 


tt  tt 

it  ft 

if  t« 

«  (( 

t(  i< 

((  H 

ii  *• 

tt  tt 

it  f 

((  (( 

((  tt 

tt  tt 

tt  tt 

tt  (( 

•<  tt 

tt  i« 

t(  tt 


tt  tt 

tt  tt 

tt  M 


Since  the  consolidation,  the  earnings  of  the  New  York  Tele- 
phone Company  will  be  distributed  over  tbe  entire  investment 
of  the  condolidated  companies  in  this  and  other  states,  and  will 
5bow  a  much  smaller  percentage  of  return  on  the  capital  invested 
than  was  previously  earned  by  the  New  York  Telephone  Com- 
pany. The  greater  part  of  the  stock  issued  which  now  represents 
the  property  of  that  company  was  issued  for  actual  cash  invested 
although  a  portion  of  it  represents  the  licenses  originally  granted 
by  the  Bell  Telephone  Company  or  the  American  Bell  Telephone 
Company  to  the  local  exchange  companies.  Included  in  the  larger 
companies  which  were  consolidated  into  the  New  York  Telephone 
Company  in  1909,  were  a  large  number  of  smaller  companies 
which  had  previously  been  brought  together  into  or  under  the  con- 
trol of  the  companies  which  went  into  the  New  York  Telephone 
Company  in  1909.  It  should  be  borne  in  mind,  however,  that  the 
contracts  are  still  in  force  which  provided  for  a  payment  of  a  per- 
centage of  the  gross  receipts  as  royalty  on  the  Bell  patents  and 
for  rental  of  the  telephone  instruments,  and  certain  alleged  en- 
gineering, experimental  and  expert  legal  service,  and  while  the 
method  of  bookkeeping  in  vogue  with  the  companies  shows  this 
percentage  (usually  4^  per  cent,  of  the  gross  receipts)  to  be  a 
part  of  the  operating  expense  of  the  companies,  it  is  really  a  part 
of  the  net  earnings  of  the  operating  companies  and  of  the  profits 
or  gross  income  of  the  American  Telephone  and  Telegraph  Com- 
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paiiy.  The  ownership  of  the  operating  company  and  the  owner- 
ship of  the  contract  is  vested  in  the  same  company.  By  means 
of  this  contract  a  continuing  royalty  is  being  derived  from  the 
Bell  patents  although  the  patents  themselves  have  long  since  ex- 
pired. There  have  sprung  up  throughout  the  State  several  tele- 
phone companies  doing  business  in  opposition  to  the  Bell  system 
some  of  which  are  united  into  a  community  of  interest  by  means 
of  contracts  which  prohibit  any  company,  party  to  the  contracts 
from  doing  any  business  with  or  exchanging  business  with  any 
Bell  company  without  the  consent  of  the  other  companies  parties 
to  the  contracts.  These  companies  call  themselves  "  Independent  " 
Telephone  Companies  and  claim  to  be  doing  business  in  opposi- 
tion to  a  monopoly.  It  appears  clear,  however,  that  the  parties 
back  of  these  companies  are  seeking  to  build  one  monopoly  to  take 
the  place  of  another. 

The  center  of  the  greatest  activity  of  the  independent  telephone 
business  within  this  State  has  been  and  is  the  city  of  Buffalo  where 
the  largest  of  the  "  Independent  "  companies  is  located.  There 
are  also  "  Independent "  companies  in  Syracuse,  Rochester,  x\l- 
bany  and  many  other  smaller  cities  and  villages.  There  are  also 
many  toll  lines  and  some  long  distance  lines  controlled  by  "  Inde- 
pendent "  companies  which  connect  nearly  or  quite  all  of  the  "  In- 
dependent "  exchanges  throughout  the  State.  The  largest  ex- 
change-operating "  Independent  "  company  was  the  Frontier  Tele- 
phone of  Buffalo.  This  company  owned  and  operated  a  large  ex- 
change in  the  city  of  Buffalo  and  also  owned  or  controlled  an 
exchange  in  nearly  every  city  and  village  in  western  Ifew  York. 
The  same  interests  that  controlled  the  Frontier  Company  also 
controlled  the  Inter-Ocean  Company  which  owned  "  Independ- 
ent "  long  distance  and  toll  lines  throughout  the  western  part  of 
the  State.  Those  companies  and  their  interests  have  been  con- 
solidated or  combined  into  the  Federal  Telephone  Company  which 
operates  exchanges  and  local  and  long  distance  lines.  The  control 
of  its  properties  is  vested  in  a  holding  company  incorporated  under 
the  laws  of  the  State  of  Delaware  under  the  name  of  Consolidated 
Telephone  Company. 

It  appears  from  one  of  the  exhibits  (Xo.  114)  in  evidence  be- 
fore the  Committee  that  out  of  about  660,000  telephones  in  use 
in  the  State  of  ISTew  York,  about  200,000  are  owned  by  "  Inde- 
pendent" companies. 

Another  feature  of  the  development  of  the  telephone  business 
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during  recent  years  has  been  the  organization  of  what  are  com- 
monly known  as  "  Farmer's  Companies,"  and  the  building  of 
lines  and   extensions   commonly  known   as   "Farmer's  Lines." 
There  have  been  built  large  numbers  of  these  lines  throughout 
the  State  and  in  them  a  considerable  amount  of  capital  has  been 
invested.     They  are  not,   however,   operated   so  much  for  the 
making  of  a  profit  to  the  owners  as  they  are  for  the  convenience 
of  the  service.     Some  of  these  lines  are  owned  by  corporations, 
some   by    unincorporated    associations,    some    by    partnerships, 
others  by  individuals.    The  number  of  them  this  Conmiittee  has 
been  unable  tp  determine  with  absolute  accuracy,  but  from  the 
best  information  it  has  been  able  to  obtain  it  would  seem  that 
there  were  between  nine  hundred  and  one  thousand  different 
oi^anizations  or  concerns  owning  or  operating  lines  of  this  kind. 
These    lines   are   used   for    intercommunication   between    the 
owners  thereof  which  service  is  in  many  cases  rendered  without 
chaise  or  payment  other  than  what  is  raised  by  assessment  among 
the  different  subscribers  for  the  purpose  of  maintaining  the  lines 
and  paying  taxes.     Most  of  these  lines  are  connected  with  the 
exchange  of  some  regular  operating  company  of  the  Bell  or  other 
svstem  and  the  subscribers  to  the  farmer's  lines  are  given  con- 
nection with  the  subscribers  to  the  exchange  if  they  desire,  to- 
gether with  toll  and  long  distance  service  at  the  same  rates  as 
are  charged  to  the  subscribers  to  the  exchange  for  the  like  service. 
From  the  information  which  the  Committee  has  been  able  to 
obtain,   it   appears  that  there  are  within  this  State  or  partly 
within  this  State  and  partly  without,  companies  engaged  in  the 
telephone  and  telegraph  business  which  may  be  classified  in  re- 
gard to  the  value  of  their  properties  as  is  shown  in  the  following 
table  which  also  shows  the  total  assessment  levied  by  the  State 
Board  of  Tax  Commissioners  upon  their  several  franchises.     In 
the  table  given  the  companies  mentioned  as  "  7  Bell  Companies  " 
includes  those  which  have  been  brought  together  in  the  New  York 
Telephone  Company. 

Companies  A^sskssed  for  $1,000,000  or  More  Total 

assessment. 

Eleven  companies,  including  seven  Bell  Tele- 
phone Companies,  Empire  City  Subway  Com- 
pany, Western  TJnion  Telegraph  Company 
and  Postal  Telegraph  Company $63,974,615'  00 
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Companies  Assessed  Between  $100,000  and 

$1,000,000.  Total 

assessment. 
Seventeen  companies,   of  which  eleven  are  so- 
called  independent  telephone  companies,  six 
are  district  tel^raph,  cable  and  stock  quota- 
tion companies $3,845,750  00 

Companies   Assessed   Between    $25,000   and 

$100,000 

Thirty-three  companies,  mostly  so-called  inde- 
pendent telephone  companies  in  smaller 
cities 1,421,045  00 

Companies   Assessed   Between   $10,000   and 

$25,000 

Forty-three  companies 603,635  00 

Companies    Assessed    Between    $5,000    and 

$10,000 

Seventy-three  companies 506,075  00 

Companies    Assessed    Between    $1,000    and 

$5,000 

Two  hundred  and  four  companies.     These  are 

nearly  all  farmer  lines 483,445  00 

Companies  Assessed  Undee  $1,000 

Six  hundred  and  ninety-one  companies.     These 

are  also  farmer  lines 258,937  00 

No  Assessment 

Twenty-six   companies.     Also   farmer   lines   or 

individual  lines 


$71,093,502  00 
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In  addition  to  the  foregoing  there  are  forty-six  companies  taxed 
by  the  State  Comptroller  which  pay  no  franchise  assessment,  like 
ocean  cable,  wireless  telegraph  corporations,  etc.  There  is  also 
the  New  York  Electric  Lines  which  claims  to  own  a  telephone 
franchise  in  New  York  city  but  which  pays  no  assessment  thereon 
and  has  never  done  any  busness  as  an  operating  company. 

Eates. 

At  the  hearings  held  by  this  Committee  invitations  have  been 
extended  to  the  general  public  to  come  forward  and  make  com- 
plaints, if  any  they  had,  in  regard  to  the  rates  and  service  of  the 
companies.     The  complaints  received  in  regard  to  the  telegraph 
companies  have  been  very  few,  so  few  indeed,  as  to  be  almost 
negligible.   The  principal  grievance,  so  far  as  complaints  indicate, 
has  been  a  failure  to  deliver  messages  promptly.    There  have  been 
more  complaints  as  to  the  rates  and  service  of  the  telephone  com- 
panies, although  these  complaints  have  been  very  few  in  number 
so  far  as  they  relate  to  service.    The  most  frequent  complaint  has 
been  in  regard  to  the  rate  charged  for  toll  service  in  and  around 
New  York  city,  and  particularly  the  rate  charged  between  the 
borough  of  Brooklyn  and  the  borough  of  Manhattan,  which  is  ten 
cents  per  message. 

The  system  of  communication  between  the  different  parts  of 
the  country  by  telegi'aph  and  telephone  is  not  only  a  modern  con- 
venience but  has  become  a  business  necessity.  It  is  the  opinion 
of  the  Committee  that  said  business  is  such  from  its  nature,  that 
the  public  interest  and  private  necessity  require  that  it  shall  be 
operated  in  large  enough  units  and  over  sufficiently  broad  stretches 
of  territory  so  that  its  development  need  not  require  duplica- 
tion of  plant  and  service  and  unnecessary  expense  for  mainte- 
nance, operation  or  overhead  charges.  It  should,  therefore,  be  de- 
veloped, maintained,  and  operated  by  large  corporations  or  by  the 
St^te,  and  if  not  by  the  State,  then  the  business  and  the  companies 
operating  it  should  be  subject  to  State  supervision. 

Th^  State  is  already  committed  to  the  policy  of  controlling  and 
regulating  public  service  corporations.     If  the  power  of  super- 
vision, is  extended  to  the  entire  system  and  finances  of  a  corpora- 
tion operating  in  this  State  and  throughout  the  United  States,  the 
Commission  would  be  required  to  have  a  system  of  inspection 
extending  beyond  the  boundaries  of  New  York  State.     Without 
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8uch  power  a  commission  representing  this  State  cannot  pass  in- 
telligently upon  the  issues  of  capital  stock  securities,  the  proceeds 
from  the  sale  of  which  are  to  be  used  in  the  development  of  prop- 
erties beyond  the  borders  of  this  State.  The  Committee  believes 
that  the  Commission  should  have  power  to  regulate  rates  and  ser- 
vices and  the  merger  of  telephone  and  telegraph  corporations  and 
properties  within  this  State  and  the  issue  of  capital  stock  securi- 
ties the  proceeds  from  the  sale  of  which  are  to  be  used  in  exten- 
sions or  betterments  to  property  situated  in  this  State. 

The  general  character  of  the  tangible  property  operated  by  the 
telephone  and  telegraph  companies,  and  of  the  devices  employed 
by  them  in  carrying  on  their  business,  the  relation  of  the  business 
to  the  principal  business  centers,  the  necessity  for  complete 
systems  of  intercommunication  between  the  various  places  of 
imix)rtance,  renders  impracticable  the  division  of  the  State  into 
districts  so  far  as  concerns  the  regulation  of  these  corporations. 
The  division  of  the  responsibility  for  such  regulation  between 
two  Commissions,  as  is  properly  done  in  regard  to  other  public 
service  corporations,  seems  as  to  these  corporations  impracticable 
and  unwise.  Such  subdivision  would  not  result  in  a  practical 
working  arrangement  sUch  as  would  be  productive  of  the  best 
or  most  satisfactory  administration  and  enforcement  of  the  pro- 
posed law. 

The  correctness  of  the  principal  of  State  control  and  super- 
vision has  been  conceded  under  oath  by  the  chief  executive  officer 
of  every  telephone  and  telegraph  company  doing  business  in  the 
State  of  New  York. 

Your  Committee,  therefore,  recommends  the  passing  of  a  law 
which  will  give  to  one  of  the  existing  public  service  commissions 
of  this  State  jurisdiction  over  and  supervision  of  telegraph  and 
telephone  companies  and  telegraph  and  telephone  lines,  rates, 
service  and  finances ;  and  in  view  of  the  fact  that  the  location  of 
the  office  of  the  Public  Service  Commission  of  the  Second  District 
is  in  Albany,  the  State  Capitol,  and  in  view  of  the  fact  that  this 
point  is  nearer  the  geographic  and  commercial  center  of  the  State, 
your  Committee  recommends  that  such  jurisdiction  and  super- 
vision be  given  to  the  Public  Service  Commission  of  the  Second 
District.  A  further  reason  for  giving  such  control  to  the  Second 
District  Commission  is  that  it  will  be  more  economical  in  that 
there  will  be  needed  in  that  office  only  one  bureau  of  telephones 
and  telegraphs  and  only  one  corps  of  inspectors,  engineers  and 
statisticians  looking  after  the  detail  of  this  work. 
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Your  Committee  also  recommends  that  the  law  provide  that 
the  Second  District  Commission  be  given  authority  to  hold  public 
hearings  in  any  part  of  the  State,  and  that  it  be  authorized,  in 
its  discretion,  to  maintain  a  branch  office  in  any  city  of  the 
first  or  second  class. 

Your  Committee  further  recommends  that  there  be  exempted 
from  the  jurisdiction  of  the  Commission,  all  companies,  associa- 
tions, joint-stock  companies,  partnerships  and  individuals  which 
are  not  conducted  or  organized  for  the  purpose  of  conducting  the 
business  for  profit ;  and  that  the  Commission  shall  be  given  power 
in  its  discretion  to  exempt  any  other  company,  association,  joint- 
stock  company,  partnership  or  individual  engaged  in  the  tele- 
phone or  telegraph  business  from  the  necessity  of  reporting  to 
the  Commission. 

GEORGE  A.  DAVIS, 

Chairman, 
EDWIN  A.  IfERRITT,  Jk. 

Vice'Chaimxan, 
JOHN  KISSEL, 
JAlMES  J.  FRAWLEY, 

Senators. 
JOHN  R.  YALE, 
THOMAS  B.  CAUGHLIN, 
J.  HENRY  WALTERS, 
ARTEMAS  WARD,  Jr. 

Assemblytnen, 
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COPY  OF  CIRCULAR  LETTER  SENT  TO  EACH  COM- 
PANY. 

October  21,  1909. 

Gentlemen  :  The  Joint  Legislative  Committee  appointed  for 
the  purpose  of  investigating  the  proposition  to  extend  the  Public 
Service  Commissions  Law  so  as  to  give  to  the  Public  Service  Com- 
missions jurisdiction  in  their  respective  districts,  over  telephone, 
telegraph  and  similar  corporations,  associations  and  partnerships, 
is  endeavoring  to  simplify  its  woit  and  carry  on  its  investiga- 
tion with  as  little  annoyance  as  may  be  to  the  operating  companies. 

With  that  object  in  view  the  Committee  directs  the  undersigned 
to  forward  to  each  operating  company  the  enclosed  list  of  ques- 
tions with  the  request  that  the  questions  be  fully  answered  in  writ- 
ing and  the  answers  be  verified  by  some  oflScer  of  the  company  and 
the  statement  and  answers  returned  on  or  before  November  1, 
1909,  to  the  undersigned,  at  No.  201  Sedgwick,  Andrews  &  Ken- 
nedy Building,  Syracuse,  New  York.  A  prompt  compliance  with 
this  request  may  save  you  the  annoyance  of  having  your  officers 
subpcenaed  and  required  to  appear  and  produce  your  books  of 
account  and  record  before  the  Committee.  Please  to  acknowledge 
receipt  of  the  enclosed  by  return  mail. 

Be  kind,  enough  to  give  this  matter  your  prompt  attention  and 
oblige 

Yours  very  truly, 

E.*^  J.  PAGE, 
Counsel  to  the  Committee. 


Questions  to  be  answered  by  telegraph,  telephone  and  similar 
companies  at  the  request  of  the  Joint  Legislative  Committee  ap- 
pointed pursuant  to  a  concurrent  resolution  of  the  Senate  and  As- 
sembly of  the  State  of  New  York  for  the  purpose  of  investigating 
the  question  of  extending  the  jurisdiction  and  powers  of  the  Pub- 
lic Service  Commissions  to  and  over  telephone  and  telegraph 
companies. 

GEORGE  A.  DAVIS, 

Senator  from  the  Fiftieth  Senatorial  District,  Chainnan, 

1.  Name  of  the  Company. 

2.  Location  of  general  office ;  also  location  of  principal  office  as 
Bet  forth  in  certificate  of  incorporation. 
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3.  DAte.,of  incorporation,  if  incorporated.  If  not  incorporated, 
etate  whether  a  partnership  or  joint  stock  company. . 

4.  Undep^IwuFs  of  jwhat  st^te  organized,  referring  to  statute  and 
all  amendments  thereof. 

5.  If  a  reorganized  company  give  name  of  original  corporation 
and  refer  to  laws  under  which  it  was  reorganized.  If  a  subsidiary 
company  give  name  and  address  of  controlling  company.  If  a 
partnership  or  joint  stock  company  give  names  of  all  partners  or 
members  and  state  the  proportion  of  the  interest  of  each  partner 
or  member. 

6.  State  what  franchises  are  owned  by  the  Company,  the  nature 
of  each,  when  and  by  what  municipal  authority  each  of  said  fran- 
chises have  been  granted,  the  extent  and  terms  thereof,  and  the 
duration  of  each  of  them. 

7.  The  amount  of  capital  stock  authorized ;  the  amount  issued, 
and  the  number  and  par  value  of  the  shares. .  If  the  stock  is  di- 
vided into  classes,  the  amount  of  each  class,  the  amount  thereof 
actually  issued,  and  in  case  of  preferred  stock,  the  nature  and 
exteait  of  the  preference  to  which  it  is  entitled.  As  to  all  stock 
issued  by  the  company  state  how  paid  for,  whether  in  cash,  prop- 
erty or  services,,  and  in  case  of  that  issued  for  property  or  ser- 
vices, give  description  and  value  of  the  property  acquired  by  the 
company;  and  in  the  case  of  the  stock  issued  in  payment  for 
services  state  the  nature  and  value  of  the  services  rendered,  by 
whom  the  same  were  rendered  and  the  amount  and  kind  of  stock 
issued  therefor. 

8.  Describe  fully  the  amount,  character,  date  of  authorization 
and  time  of  maturity  of  all  mortgage  or  debenture  bonds  author- 
ized, and  the  number  thereof  outstanding;  the  rate  of  interest 
borne  by  each  issue,  the  price  at  which  the  same  was  sold  or 
issued  by  the  company ;  how  paid  for,  whether  in  cash,  property  or 
services,  and  in  case  of  those  issued  for  property  or  services,  give 
a  description  and  the  value  of  the  property  acquired  by  the  com- 
pany, and  in  the. case  of  bonds  issued  in  payment  for  services, 
state  th^nktur^: and. talue 'of  the  services  rendered,  by  whom  the 
same  were  rendered  and  the  amount  of  bonds  issued  therefor. 

9.  State  the  names,  so  far  as  possible,  of  the  present  holders  of 
the  outstanding  bonds  of  the  company  together  with  the  address 
of  each  holder  of  bonds,  and  the  amount  and  character  of  the 
bonds  held  by  each  of  them. 
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10.  State  the  highest  and  lowest  market  value  of  bonds  of  each 
issue  now  outstanding  during  the  year  ending  June  30,  1909. 

11.  Give  the  names  and  addresses  of  all  of  the  stockholders  of 
the  company  together  with  a  statement  of  the  number  of  shares 
of  each  kind  of  stock  held  by  each  of  said  shareholders. 

12.  State  the  rate  and  date  of  authorization,  the  date  of  pay- 
ment of  each  dividend  which  has  been  paid  by  the  company  since 
its  organization;  also  stating  how  the  same  was  paid,  whether  in 
cash  or  stock. 

13.  Has  any  of  the  stock,  bonds,  or  other  obligations  of  the 
company  at  any  time  been  issued  for  the  right  or  license  to  use 
patented  devices  or  operate  under  letters  patent  granted  by  the 
United  States  Government  to  any  person  or  persons,  corporation 
or  corporations  whatever  ? 

14.  If  the  answer  to  the  foregoing  is  "  yes  "  give  full  particu- 
lars as  to  the  rights  and  licenses  acquired,  the  duration  thereof 
and  the  amouint  and  kind  of  stock,  bonds  or  other  obligations 
issued  for  them  and  for  each  of  them. 

15.  If  the  Company  owns  stock,  bonds  or  other  obligations  of 
any  other  company  give  full  particulars  as  to  the  amount  and 
character  of  such  holdings,  the  names  of  the  Companies  issuing  the 
same,  the  par  and  market  value  thereof. 

16.  State  the  value  of  all  tangible  property  of  the  Company 
located  in  the  streets,  highways  or  public  places  of  the  State  of 
New  York,  and  the  cities,  counties  and  boroughs  in  which  the 
same  is  located,  and  the  value  of  such  property  in  each  city,  county 
and  borough. 

17.  State  the  value  of  all  tangible  property,  both  real  and  per- 
sonal, owned  by  the  Company  located  outside  of  streets,  highways 
and  public  places  within  the  State  of  Xew  York,  the  character 
thereof  and  location  of  the  same ;  giving  the  amount,  character 
and  value  of  such  property  in  each  city,  county  and  borough. 

18.  State  the  gross  income  of  the  Company  during  its  past  fiscal 
year. 

19.  State  its  net  income  during  the  same  period. 

20.  State  how  much  of  its  gross  income  during  its  last  fiscal 
year  was  earned  within  the  State  of  New  York. 

21.  State  how  much  of  its  net  income  was  earned  during  its 
last  fiscal  year  within  the  State  of  New  York. 

22.  State  how  much  of  its  gross  income  was  earned  during  its 
last  fiscal  year  outside  of  the  state  of  New  York. 
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23.  State  how  much  of  its  net  income  was  earned  during  its  last 
fiscal  year  outside  of  the  State  of  Xew  York. 

24.  State  fully  how  much  is  charged  oflF  each  year  against  the 
value  of  the  plant  of  the  Company  for  depreciation,  and  what,  if 
any,  provision  is  made  by  way  of  sinking  fund  or  reserve  to  pro- 
vide for  a  new  plant  when  the  present  equipment  becomes  worn 
out  or  too  antiquated  to  render  adequate  sen^iee  to  the  public. 

25.  Whttt  is  the  total  income  of  the  Company  from  investments 
or  sources  other  than  operating  income  ? 

26.  State  fully  what  percentage,  if  any,  of  the  outstanding 
bonds,  debentures  or  other  obligations  of  the  Company  is  put  aside 
eacl:  year  as  a  sinking  fund  to  be  used  in  retiring  the  bonds,  de- 
bentures and  other  obligations  of  the  Company  at  maturity. 

27.  On  what  date  does  the  fiscal  year  of  the  Company  end  ? 

28.  Attach  hereto  a  complete  schedule  of  local  and  long  distance 
rate$,  charges  and  tariffs  made  within  the  State  of  New  York  for 
messages,  use  of  wires  or  instruments  or  both,  and  for  monthly  or 
yearlv  service,  both  measured  and  unmeasured. 

29.  State  fully  the  amount  of  bonds,  debentures  or  other  obliga- 
tions authorized  during  the  year  1909,  the  amount  thereof  issued, 
the  reason  for  such  aiithorization  and  the  purpose  and  use  to  which 
the  proceeds  thereof  are  to  be  or  have  been  applied. 

30.  State  fully  the  amount  of  bonds,  debentures  or  other  obliga- 
tions authorize4  during  the  last  fiscal  year  of  the  company,  the 
amount  thereof  issued,  the  reason  for  such  authorization  and  the 
pnrpoi^  and  use  to  which  the  said  bonds,  debentures,  or  other 
obligations  or  any  of  them  or  the  proceeds  thereof  or  of  any  of  them 
are  to  be  or  have  been  applied. 

31.  State  fully  the  amount,  and  kind  whether  common  or  pre- 
ferred, of  any  and  every  stock  issue  authorized  during  the  year 
1909.  If  any  of  such  stock  is  preferred  state  the  nature  and  extent 
of  such  preference.  Also  state  fully  the  reason  for  such  authoriza- 
tion and  the  purpose  and  use  to  which  the  said  stock  or  the  pro- 
ceeds thereof  have  been  or  will  be  applied.  If  any  new  stock  has 
been  or  is  to  be  issued  in  exchange  for  the  stock  or  property  of 
other  corporfttions  give  full  particulars  as  to  names  of  corporation-^ 
acquired  or  to  be  acquired.  How  acquired  or  to  be  acquired, 
whether  by  transfer  of  property,  or  stock.  If  by  transfer  of  prop- 
erty the  nature  and  value  of  property  acquired  or  to  be  acquired 
and  amount  of  stock  issued  or  to  be  issued  therefor.     If  stock  ac- 
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quired  or  to  be  acquired  by  exchange  state  amount,. kind  and  value 
of  stock  so  acquired  or-  to  be  acquired  and  terms  on  which  sudb 
exchange  has  been  or  is  to  be  made. 

32.  State  fully  the  amount  and  kind,  whether  common  or  pre- 
ferred, of  any  and  every  stock  issue  authorized  during  the  last 
fiscal  year  of  the  company.  If  any  of  such  stock  is  preferred,  state 
the  nature  and  extent  of  such  preference.  Also  state  fully  the 
reason  for  such  authorization  and  the  purpose  and  use  to  which 
the  said  stock  or  the  proceeds  thereof  have  been  or  will  be  applied. 
If  any  new  stock  has  been  or  is  to  be  issued  in  exchange  for  the 
stock  or  property  of  other  corporations,  give  full  particulars  as  to 
the  names  of  the  corporations  acquired  or  to  be  acquired.  How 
acquired  or  to  be  acquired,  whether  by  transfer  of  property  or 
stock.  If  by  transfer  of  property, .  the  nature  and  value  of  the 
property  acquired  or  to  be  acquired  and  the  amount  of  stock  issued 
or  to  be  issued  therefor.  If  stock  acquired  or  to  be  acquired  by 
exchange,  state  amount,  kind  and  value  of  stock  so  acquired  or  to 
be  acquired  and  the  terms  on  which  such  exchange  has  been  or  is 
to  be  made. 

33.  Attach  hereto  and  make  a  part  hereof  and  cover  by.  the  an- 
nexed verification  a  true  copy  of  the  balance  sheet  of  the  company 
for  its  last  fiscal  year. 

Note  —  Where  the  word  "  Company  "  occurs  in  the  foregoing 
requests  for  information  it  is  to  be  understood  to  include  "  corpora- 
tion," "  person,"  "  partnership,"  "  joint  stock  company,"  and 
**  unincorporated  association." 

Dated ,  1909.  '      ' 

STATE  OF  NEW  Y0RK,1 

County  of  J 

being  duly  sworn  deposes  and  says 

that  he  is  a  . .- of  the * Com- 
pany and  resides  at •.,  Xew  York.    He  further 

says  that  the  foregoing  and  annexed  statements  are  ti'ue,  full  and 
correct  statements  of  the  property  and  affairs  of  the  said  Company 
and  of  its  financial  condition  and  affairs  on  the  said  date. 

Deponent  further  says  that  each  of  the  questions  contained  in 
the  annexed  and  foregoing  statement  has  been  fully,  fairly  and 
correctly  answered. 
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Deponent  further  says  that  annexed  hereto  and  made  a  part  of 
the  annexed  statement  is  a  true  and  complete  copy  of  the  balance 
sheet  of  said  company  for  its  last  fiscal  year. 

SUBSCRIBED  AND  swoBX  to  before  me 
this day  of ,  1909. 


'J 


PUBLIC  SESSIONS 


FIRST  PUBUC  SESSION 

Of  the  Joint  Committee  of  the  Legislature  Appointed  Pursuant 
to  a  Concurrent  Resolution  of  the  Senate  and  Assembly 
for  the  Piirpose  of  Investigating  the  Question  of  Extending 
the  Jurisdiction  and  Powers  of  the  Public  Service  Com- 
missions to  and  Over  Telephone  and  Telegraph  Companies. 


Aldermanic  Chamber,  City  Hall, 
Buffalo,  K".  Y.,  November  17,  1909  —  10  a.  m. 

Present  —  Hon*  George  A.  Davis,  Chairman. 

Hon.  Edwin  Ai  Merritt,  Jr.,  Vice-Chairman.   . 

Hon.  John  Kissel. 

Hon.  John  R,  Yale. 

Hon.  Thomas  B.  Caughlan.  4 

Hon.  J.  Henry  Walters. 

Hon.  Artemus  Ward,  Jr. 


-^ 


E.  J.  Page,  Esq., 
Odell  B.  Blair,  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


>"  Counsel. 


Charles  R.  Hotalino,  Sergeant-at-Arms. 
Carlton  J.  Barnes,  Stenographer. 
Howard  G.  Hibbard,  Clerk. 


Chairman  Davis  :  Gentlemen,  one  of  the  objects  of  this  meeting 
here  to-day  was  to  give  the  citizens  of  the  city  of  Buffalo  and  the 
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neighborhood  an  oj)portnnity  to  make  any  complaints  of  any  char- 
actor  whatever  against  the  service  or  rates  or  tariffs  of  the  tele- 
phone and  telegraph  business  as  conduct^  in  this  vicinity.  Of 
course,  later  in  the  session  we  will  go  into  a  more  thorough  exam- 
ination of  the  telephone  and  telegraph  business  by  an  examination 
of  the  companies  themselves;  but  for  the  present  the  Committee 
will  hear  any  comj>laints  that  any  one  has  against  the  service  of 
either  the  telephone  or  telegraph  companies  as  conducted  in  this 
neighborhood. 

Mr.  Charlks  F.  Wakner:  On  Mav  4,  1908  — 

Chairman  Davis:  Mr.  Warner,  you  understand  the  Committee 
has  power  to  administer  an  oath.  I  thought  that  we  would  go 
along  a  little  ways  and  see  what  your  complaint  was,  and  if 
of  sufficient  importance  to  put  you  under  oath,  we  will  swear  you 
later  on,  so  that  you  will  proceed  with  that  niwfeTgtfmdiug. 

Mr.  W^uixer:  Very  well.  Senator.  On  May  4,  1908,  our  com- 
pany, composed  at  that  time  of  WArner  &  Batchelder,  conducting 
a  real  estate  business  at  107  Erie  County  Bank  building,  made  a 
contract  with  the  Frontier  Telephone  Company,  by  the  terms  of 
which  we  were  to  pay  $48  per  year,  quarterly  in  advance.  On 
September  1st  of  that  year  Mr.  Batchelder  left  our  firm,  and  my 
son  took  his  place.  I  requested  them  to  remove  the  name  of  Batch- 
elder  from  the^r  record  book  and  substitute  that  of  my  son  under 
the  firm  name  of  Warner  &  Warner.  This  they  declineil  to  do 
unless  a  new  contract  were  made  at  a  higher  rate,  namely,  $60 
])er  year.  I  had  several  conversations  with  representatives  of 
their  company,  and  filially,  perhaps  six  weeks  ago,  they  sent  over  a 
contract  form  which  thev  said  would  meet  mv  view  of  the  case,  but 
I  have  not  — 

Chairman  Davis:  Mr.  Warner,  give  us  the  names  of  the  officers 
of  the  company  you  had  the  conversation  with. 

Mr.  Warxer:   I  do  not  think  I  had  a  conversation  — 

Chairman  Davis  :   Were  thev  officials  ? 

Mr.  W<\rxer:  They  were  employees  sent  by  the  officers.  In 
one  case  I  had  a  short  talk  with  Mr.  H.  11.  Lit  tell,  who,  I  under- 
stand, is  one  of  the  directors  of  the  company,  and  it  was  he  who 
sent  the  last  man  over  to  see  me.  This  new  contract  which  they 
asked  me  to  sign  provided  I  should  pay  at  the  present  rate  for  a 
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year,  and  that  then  I  would  agree  to  pay  the  higher  rate  of  $60 
a  year.  This  I  declined  to  sign.  I  have  never  been  able  to  get 
them  to  make  a  coutract  with  us  at  the  price  which  I  understand 
their  charter  permits  them  to  make. 

Chairman  Davis:  Your  complaint  is  that  they  failed  to  change 
your  firm  name  at  the  same  price  that  they  made  the  original  con- 
tract for  with  you  ? 

Mr.  Wabneb:  Yes,  sir. 

Chairman  Davis:  What  kind  of  a  contract  did  vou  have  with 
them  when  you  iiiade  it  ? 

Mr.  Waknek:  I  have  the  contract  right  here,  Senator,  if  you 
would  like  to  see  it. 

Chairman  Davis:  Well,  they  were  all  right  up  to  the  time  that 
you  wanted  to  change  the  contract  ? 

Mr.  Warner  :  Yes. 

Chairman  Davis:  And  your  complaint  is  that  you  and  they 
could  not  agree  upon  making  a  new  contract  ? 

Mr.  Warner:  Yes;  I  claim  that  they  had  no  right  to  make  a 
change  at  a  higher  rate  than  they  charged  me  originally,  by  the 
terms  of  their  franchise. 

Mr.  Page  :  Mr.  Chairman,  I  would  like  to  ask  a  question. 

Chairman  Davis:  The  counsel  to  the  Committee  would  like  to 
ask  you  a  question,  Mr.  Warner. 

Mr.  Page  :  Did  yon  make  a  new  contract  with  the  company  ? 

Mr.  Warner:  No,  I  did  not. 

Mr,  Page:  So  that  the  instrument  was  taken  out  by  the 
company  i 

Mr.  Warner:  Xo,  they  have  been  allowed  to  remain,  but  our 
name  does  not  appear  in  the  record  book,  and  they  refuse  to  enter 
it  there  even  though  we  paid  them  for  doing  it. 

Mr.  Page:  How  long  a  time  was  the  original  contract  made 
lor? 

Mr.  Warner  :  One  ^ear. 

Mr.  Page  :  And  has  that  year  expired  ? 

Mr.  Warner:  It  expired  on  May  1,  1909. 

Mr.  Page:  They  are  continuing  the  telephone,  though,  in  the 
old  firm  name,  and  at  the  old  rate  ? 

Mr.  Warner:  Yes. 
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Mr.  Page:  Does  the  Committee  care  to  have  the  contract  in 
evidence? 

Chainnan- Davis:   The  contract  has  expired,  as  I  understand  it? 

Mr.  Page  :  It  has  expired,  yes. 

Chairman  Davis:  How  long  had  it  to  run  when  you  asktd  for 
the  change? 

Mr.  Warnee:  When  I  first  asked  for  the  change  it  had  seven 
months  to  run,  but  I  have  asked  for  it  repeatedly,  both  before  it 
expired  and  since. 

Mr.  Page  :  It  seems  to  me  that  the  only  value  that  this  particular 
contract  would  have,  would  be  whatever  value  it  might  have  as  a 
form  of  the  old  contract  that  the  company  was  making. 

Chairman  Davis  :  Perhaps  we  had  better  have  it. 

Mr.  Wabnek  :  I  don't  know  as  vou  care  for  this  statement,  but 
I  will  make  it :  That  thev  said  they  had  refused  to  make  new  con- 
tracts  except  at  a  higher  rate  than  their  franchise  provided  for; 
and  they  have  done  it  in  at  least  500  cases  here  in  Buflfalo,  and  gave 
that  as  a  reason  whv  I  should  be  included  in  the  same  list. 

Mr.  Page  :  Have  yon  any  objection  to  the  Committee  taking  the 
contract  if  it  is  returned  to  vou  ? 

Mr.  Wakxer:   Xone  at  all.    Shall  I  srivo  it  to  vou  ? 

Mr.  Page:  Yes,  please.  I  will  ask  to  have  this  contract  marked 
for  identification. 

(Contract  referred  to  marked  Exhibit  Xo.  1  for  identifica- 
tion.) 

Mr.  Warner:  The  part  at  the  top  is  simply  for  an  extension 
telephone.  Perhaps  you  do  not  care  for  that  extension  part. 
There  is  no  question  of  that  at  all. 

Mr.  Page  :  It  simply  shows  the  price  charged  for  extensions  at 
that  time.  It  might  have  some  importance  in  that  regard.  I  will 
have  the  supplemental  telephone  contract  also  marked  for  identifi- 
cation. 

(Supplemental  contract  referred  to  marked  Exhibit  2  for 
identification.) 

Robert  W.  Farrixgtox  :  Appearing  for  myself,  and  as  attor- 
ney for  Mrs.  Frank  T.  Deering,  who  lives  in  Black  Rock;  on  my 
own  behalf,  I  desire  to  state  that  I  went  to  the  office  of  the  Frontier 
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Telephone  Company  and  asked  for  the  general  manager,  Mr.  Rich 
—  G.  Barrett  Rich —  and  asked  to  have  a  $15  phone  put  into 
my  home  of  the  same  kind  that  I  had  put  into  my  mother's  home 
when  I  was  there  and  am  still  keeping  there  and  paying  $15,  and 
I  told  him  that  I  imderstood  the  franchise  required  them  to  give 
nie  a  $15  phone,  a  new  one  in  my  own  home,  and  we  talked  quite 
a  length  of  time  about  it  and  he  said  that  they  couldn't  and  wouldn't 
do  it,  and  that  the  Angel  Gabriel  couldn't  get  a  $15  phone  from  the 
Frontier  Telephone  Company  in  the  city  of  Buffalo. 

Chairman  Davis:   Do  you  know  whether  they  have  connection 
with  the  Angel  Gabriel  ? 

Mr.  Farrixoton:    I  told  him  I  was  going  to  see  if  we  were 
better  than  the  Angel  Gabriel  before  we  got  through.     I  put  in  a 
Bell,  which  I  didn't  want,  because  my  mother  and  those  I  want  to 
talk  to  have  Frontiers,  and  I  am  cut  off  from  that  service.     On 
behalf  of  Mrs.  Frank  T.  Deering,  I  desire  to  state  that  she  signed 
a  contract  with  the  company,  they  put  a  telephone  into  her  home 
out  in  Black  Rock,  and  it  was  so  connected  that  her  husband,  who 
is  somewhat  of  a  mechanic  or  an  electrician,  talked  with  his  neigh- 
bor through  central  over  this  phone  and  they  then  discontinued  it 
and  attempted  to  take  the  phone  out,  and  the  service  is  in  that 
condition  to-day.     They  can't  use  it  and  yet  the  phone  is  there 
and  the  contract  has  been  signed.     That  is  all  I  have  to  say  on 
these  two  separate  cases. 
Vice-Chairman  Merbitt:    Are  they  paying  for  it? 
Mr  Farrixoton  :   I  don't  believe  they  are  paying  for  it.     The 
contract  was  signed  and  the  instrument  installed. 

Vice-Chairman  Merritt  :  How  much  did  they  propose  to  charge 
you  for  the  service  similar  to  what  you  were  getting  for  $15 
elsewhere  ? 

Mr.  Farrington:  I  can't  remember  the  figures;  I  think  $24 
or  some  such  figure  as  that ;  T  am  pretty  sure  it  was  $24. 

Vice-Chairman  Merritt:  Did  you  state  to  the  company  that 
that  was  in  excess  of  their  right  to  charge  under  their  franchise  ? 
Mr.  Farrington:  The  franchise  states  for  itself,  but  I  am 
informed  by  the  Corporation  Counsel's  office  that  there  is  in  excess 
of  the  franchise  amount,  $15 ;  and  on  that  point,  further  in  my 
talk  with  him  he  said  that  others  had  come  in  there  and  talked  the 
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same  way  I  had  about  suing  them  and  all  that  sort  of  stuff,  and 
they  had  never  done  it,  and  that  he  explained  further  that  the 
company  could  not  run  on  a  $15  basis,  and  I  said  that  if  that  was 
the  case  then  they  should  have  their  franchise  changed,  that  is  all. 

Vice-Chairraan  Mekbitt:  Do  you  know  ivho  they  got  their 
franchise  from,  the  city  of  Buffalo  or  whom  ?    How  did  they  get  it  ? 

Mr.  Farrington  :  The  citv  of  Buffalo,  as  I  understand. 

Vice-Chairman  Merritt  :  Or  some  other  municipality  ? 

Mr.  Farrtnoton:'  No,  the  city  of  Buffalo,  as  I  understand,  the 
contract  between  them  and  this  company;  and  he  said  that  they 
had  attempted  to  have  it  changed,  and  they  have  been  defeated  or 
had  not  been  successful ;  and  he  spoke  about  how  a  service  increas- 
ing would  increase  the  operating  expenses,  so  that  $15  per  phone 
was  not  a  fair  amount  and  not  enough. 

Mr.  Page:  Just  a  question;  this  $15  phone  that  you  speak  of 
was  in  the  city  of  Buffalo  ? 

Mr.  Farrington  :  At  20  Laurel  street,  in  the  city  of  ;Buffalo. 

Mr.  Page:  And  did  the  contract  for  that  phone  call  for  an 
unlimited  service  or  was  there  a  limitation  of  a  certain  number  of 
calls  per  year  ? 

Mr.  Farrington  :  I  do  not  understand  your  question.  The  $15 
phone  that  I  am  paying  for  now,  that  we  have  now  —  that  I  am 
paying  for  now  —  is  now  at  512  Massachusetts  avenue  in  the  city 
of  Buffalo,  where  I  used  to  live  and  where  my  mother  lives,  and 
that  is  unlimited. 

Mr.  Page:   Tha^.  is  unlimited  service? 

Mr.  Farrington  :  Yos. 

Mr.  Page  :  You  could  have  anv  number  of  calls,  and  there  would 
be  no  extra  charge  beyond  $15  a  year  for  local  calls  within  the  city 
of  Buffalo? 

Mr.  Farrington  :   Yes,  that  is  right. 

Mr.  Page:  IIow  about  the  new  contract  that  was  offered  at 
$24?    Was  that  for  unlimited  service? 

Mr.  Farrington:  I  did  not  get  to  the  point  of  their  offering 
me  any  contract.  lie  said,  "  I  cannot  let  you  have  the  $15 
phone,"  and  used  the  language  that  I  have  told  you,  and  I  said, 
*'  I  will  see  whether  vou  can  or  not." 

Mr.  Page:  I  understood  vou  to  sav  that  thev  offered  vou  a 
contract  at  $24  ? 
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Mr.  Farbington  :  He  talked  of  it ;  he  did  not  propose  any 
written  contract  to  me ;  he  said,  "  We  will  give  you  a  service  which 
is  fair,''  aiid  all  that,  and  "  it  is  cheaper  than  the  Bell  will  give 
you,"  and  so  on,  and  the  figures  I  recall  were  $24  a  year  and 
nothing  less. 

Mr.  Page:  And  nothing  said  about  the  character  of  the 
service  ? 

Mr.  Farbington  :     My  impression  was  that  he  offered  — 

ViceChairman  Mebbitt:  The  privilege  of  another  contract? 

Mr.  Farrington  :  I  think  so.  I  do  not  want  to  be  bound  on 
my  oath  as  to  that.  In  regard  to  this  Deering  case,  so  that  there 
won't  be  an  unfair  impression  left  from  it^  that  is  way  out  in 
Black  Rock,  but  they  got  service  to  the  house,  and  their  excuse 
for  cutting  it  off  there  is  that  there  is  not  enough  business  around 
there  to  justify  maintaining  it,  and  they  made  some  point  also 
that  another  public  service  company,  on  whose  poles  they  had 
strung  the  wires  to  this  particular  house,  had  cut  its  wires  off. 

Mr.  Page:     You  don't  know  whether  that  was  true  or  not? 

Mr.  Farbington:  That  I  could  not- say  as  a  fact;  they  told 
her  that  as  an  excuse  and  I  presume  that  it  is  probably  true. 

Mr.  Page:  You  cannot  say  positively,  can  you,  whether  they 
told  it  as  an  excuse  or  whether  thev  told  it  as  a  fact  ? 

Mr.  Fabbington  :  When  she  asked  their  reason  they  gave  it 
as  a  reason,  I  mean. 

Mr.  Page  :     You  do  not  know  that  that  was  not  true  ? 

Mr.  Fabbington  :    I  assume  that  it  is  true.    I  assume  it  is  so. 

Chairman  Davis:  You  spoke  of  Black  Rock;  that  is  within 
the  citv  limits  of  Buffalo  ? 

Mr.  Fabbington:  Yes,  near  Ontario  street.  Laurel  street, 
where  I  wanted  the  $15  phone,  there  is  no  such  objection,  because 
they  have  got  a   phone  next  door,  and  the  poles  are  right  handy. 

Mr.  Page:  You  understand  by  their  franchise  they  are 
obliged  to  furnish  phones  at  $15  per  year  within  the  city  of 
Buffalo  ? 

Mr.  Fabbington:  I  do,  with  the  limitation  that  they  cannot 
use  them  for  long  distance  without  paying  extra,  and  those  restric- 
tions which  we  have  in  mind. 

Mr.  Page:  That  is  an  incident  of  the  telephone  business  gen- 
erally, I  think. 


40  [Senate 

Mr.  Fabringtox:  Snrelv,  but  I  did  not  want  to  be  inisunder- 
stood  on  it. 

Chairman  Davis:     Anvbody  else? 

Mr.  Alfred  B.  Farthing  (517  Ellicott  street):     Gentlemen, 

in  1902   we  had  a  phone  put  in  our  residence  at  517  Ellicott 

street,  within  fonr  blocks  of  their  main  office,  and  we  kept  this 

phone  in*  the  honse  until   1908,   at  the  price  of  $15  per  year. 

About   October,    1908,   they  notified   me   that   I   would   have   to 

appear  at  their  office  for  the  purpose  of  regulating  the  rates.     I 

went  to  the  office  and  they  stated  that  they  would  have  to  increase 

.my  rates,  and  I  said,  **  Well,  gentlemen,  if  you  have  to  increase 

.the  rates  why  I  have  nothing  further  to  say/'    They  increased  the 

,  rates.    I  paid  the  rates  by  check ;  they  cashed  the  checks  and  gave 

me  service  for  about  two  months  after  I  paid,  and  then  they  cut 

the  service  off,  so  up  to  the  present  time  I  have  had  no  use  of  it. 

Vice-Chairman  Merritt:  What  company  was  this? 

Mr.  Farthixc;:  This  was  the  Frontier.  My  term  should  have 
run  until  1909  —  the  latter  part  of  July,  1909  —  which  I  paid 
■for,  when  they  cut  me  off  without  any  word  at  all,  from  the  simple 
fact,  as  they  claiui,  that  I  did  not  sign  their  new  contract  which 
they  wanted  me  to  sign.  There  is  the  old  contract.  There  is  the 
new  contract  which  they  wanted  me  to  sign  at  that  time. 

Chairman  Davis:   Why  didn't  ycm  sign  these  contracts? 

Mr.  Farthing:  For  the  increased  rates;  but  I  paid. 

Chairman  Davis:  Give  us  vour  first  rate. 

Mr.  Farthing:  $15. 

Chairman  Davis:  And  what  was  the  rate  that  they  asked  you 
to  pay? 

Mr.  Farthing:  $24;  I  paid  it. 

Chairman  Davis:  And  you  paid  it  for  how  long? 

Mr.  Farthincj:  Well,  I  paid  it  up  to  the  end  of  1908. 

Chairman  Davis:  And  then  did  they  want  to  increase  the  rate 
again  ? 

Mr.  Farthing:  Xo. 

Chairman  Davis:  They  did  not  ask  that;  they  did  not  ask  you? 

Mr.  Farthin(j:  Xo,  thev  simplv  cut  off  mv  service  l>efore  mv 
term  had  expired. 

Chairman  Davis:  And  took  out  vour  instrument?. 
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Mr.  Fabthiwo:  Xo,  sir,  the  instrument  was  not  taken  out  —  no 
faultof  theii^/ though ;  I  forbade  them  to  take  it  out. 

Chairman  Davis-:  The  instrument  is  in  your  house  ? 

Mr.  Fakthisg  :  Yes,  sir. 

Chairman  Davis:  But  you  have  not  received  any  service  since 
1908?  '  '  .-.  * 

Mr.  Fakthij^o:  Xo,  sir.  Three  months  prior  to  1908  —  they 
cut  it  off,  no,  November,  1908,  the  first  part  of  November,  1908. 

Mr.  Page:  The  reason  for  discontinuing  the  service  was  because 
you  refused  to  sign  the  new  contract  ? 
Mr.  Fabthixo:  I  presume  so. 
Mr.  Page:  Was  anv  reason  eriven  to  voir? 
Mr.  Fabthing:  Xo,  sir.      • 

Mr.  Page:  Did. you  attempt  to  find  out  the  reason? 
Mr.  Fabthing:  Yes. 
Mr.  Page:  Who  did  vou  see? 

Mr.  Fabthing:  Some  gentleman  in  the  office;  I  don't  know 
himbv  his  name. 

Mr. Page:  What  did  he  say  to  you? 

Mr.  F.\KTniNG :  He  said  I  would  have  to  sign  the  contract  or 
they  would  cut  off  the  wires,  which  the^'  did. 

Mr.  Page  ;  For  how  long  did  you  pay  at  the  new  rate  ? 

Mr.  Fabthing:   Up  to  January  1,  1909. 

Mr.  Page:  That  is,  beginning  what  day? 

Mr.  Fabthing  :  Well,  I  can  tell  by  the  check  —  in  September. 

Mr.  Page:  September,  1908? 

Mr.  Farthing  :   This  check  was  given  November  9,  1908. 

Mr.  Page:  And  that  paid  from  what  date  to  what  date? 

Mr.  Fabthing:   To  January  1,  1909. 

Mr.  Page:  And  on  what  date  was  the  service  discontinue<l  ? 

Mr.  Fabthing:  The   service  was   discontinued   on   about   the 
10th  of  November,  1908. 

Mr.  Page:  If  you  were  willing  to  pay  the  increased  rate  why 
were  you  not  willing  to  sign  the  contract? 

Mr.  Fabthing:  Well,  I  was  advised  not  to. 

Mr.  Page:  That  is  all. 

Chairman  Davis:  Next.     Any  other  complaints,  gentlemen? 

Mr.  Page:  I  would  like  to  ask  Mr.  Desbecker,  the  Gorporatiori 
Counsel  of  Buffalo,  if  he  will  make  a  statement  for  the  benefit  of 
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the  Committee  in  regard  to  the  history,  so  far  as  he  can,  of  tiie 
telephone  business  and  litigation  in  the  city  of  Buffalo,  covering 
the  litigation  in  jregard  to  the  franchiine  rights  of  the  various 
companies. 

Hon.  Louis  E.  Desbeckek:  Mr.  Chairman  and  Gentlemen :  A& 
I  recollect,  they  received  their  franchise  in  1901.  That  is  printed 
in  the  minutes  of  the  Common  Council  in  which  it  prescribes  cer- 
tain rates  to  be  paid  by  the  consumers  and  by  the  users  in  Buffalo 
by  Vv'hich  they  were  to  give  to  the  city  a  certain  number  of  phones 
free.  I  think  it  is  100;  I  am  not  sure.  It  also  prescribed  that 
they  were  to  pay  a  percentage  to  the  city  of  Buffalo,  3  per  cent,  of 
their  earnings,  of  gross  receipts,  I  think  it  was.  That  went  along 
until,  I  should  say,  two  years  ago,  when  trouble  began  to  come  in 
the  shape  of  people  coming  in  to  see  me  and  saying  that  they  were 
uD,able  to  renew  their  eaatracts  at  the  old  rates.  I  brought  one  or 
two  cases,  and  offered  to  bring  cases  generally  for  people.  I  got 
out  an  injunction  restraining  them  from  cutting  off  one  phone,  but 
the  case  was  settled  between  the  company  and  the  consumer  before 
I  got  it  to  trial.  I  have  never  brought  a  case  where  I  have  got  the 
person  to  stand  up.  Some  of  these  cases  here  this  morning  were 
in  my  office.  The  last  one,  in  fact,  was,  and,  although  papers  were 
drawn,  for  some  reason  he  did  not  bring  it.  We  did  sue  them  for 
their  percentage,  the  3  per  cent.  They  declined  to  pay  that  a  couple 
of  years  ago  and  on  that  we  sued.  I  have  a  judgment  in  that  case 
upholding  the  franchise  in  the  Trial  Term  here.  It  is  on  its  way 
to  the  Appellate  Division  at  the  present  time.  It  is  almost  identical 
in  law  with  the  Rochester  case;  on  the  facts,  about  the  same.  The 
reason  that  they  have  not  given  the  phones  at  the  same  rates,  I 
believe,  they  ascribe  to  the  fact  that  they  cannot  live  under  those 
rates.  That  I  am  not  going  to  discuss  here,  because  I  don*t  know 
whether  they  can  or  cannot.  In  my  judgment  their  franchise  is 
binding.  The  Supreme  Court  here  has  said  that  it  is^  without  a 
jury.  That  can  be  determined  when  the  Court  of  Appeals  passes 
on  it.  To  me  it  is  just  like  the  Rochester  case.  The  new  form  of 
contract  which  they  offer  now  differs  in  form  from  the  old  contract, 
which  is  what  is  designated  as  the  Metropolitan  service.  It  includes 
besides  the  district  of  Buffalo  certain  towns  outside  of  the  citv.  I 
have  advised  people  generally  that  if  they  sign  that  contract  they 
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will  be  bound  for  the  term  of  the  contract  notwithstandins:  the 
franchise  given  by  the  city  of  Buffalo,  because  beyond  question,  in 
my  judgm^aitl  t^^re  ^ill  be  new  consideration^  for  the  signing- of 
this  new  contract-, 'so  that  if  they  do  sign  that  coiitract^  whether  they 
want  an  additional  service  outside  or  not,  they  are  bound  during 
the  term  of  their  contract.  I  advised  people  generally  and  publicly 
that  way,  and  offered  to  sue  for  anybody  who  would  come  in  who 
would  retain  his  old  phone  at  his  old  price.  I  do  not  remember  of 
any  complaint  or  refusal  to  renew  a  contract  for  a  person  who  had 
an  old  contract  so  long  as  he  left  the  name  the  same,  or  the  location 
the  same,  but  where  the  firm  name  was  changed  or  the  name  was  to 
be  in  some  other  person^s  name,  I  believe  generally  that  they 
declined  to  give  them  the  old  form  of  contract,  claiming  that  they 
were  not  bound  by  the  old  franchise,  their  theory  being  that  they 
had  the  Tight  to  come  into  Buffalo  under  the  General  Act,  and  that 
the  franchise  given  by  the  city  of  Buffalo  was  without  consideration 
as  to  the  3  per  cent,  and  the  rates  therein  named.  That  is,  I  say, 
determined  by  the  Supreme  Court  to  be  binding  upon  them.  The 
Appellate  Division  has  not  passed  on  it.  That  is,  roughly  speak- 
ing, the-Wstorybf  4ixfe*ca*8e.  If  there  are  any  questions  i  shall  be 
very  glad  to  answer  them. 

Vice-Chairman  Mkkritt  :  Do  they  contend  that  the  3  per  cent. 
on  the  gross  receipts  and  the  100  phones  is  not  a  real  consideration  ? 

Afr.  D£SB£CK£s:  They  have  not  brought  up  the  100  phones; 
they  hold  the  3  per  cent,  they  pay  us  could  not  be  a  consideration, 
but  it  is  really  a  consideration  from  the  city  to  them  rather  than 
from  them  to  the  city. 

Mr.  Page:  Does  the  Metropolitan  contract  that  you  speak  of 
include  a  territory  of  any  considerable  extent  outside  of  the  city 
of  Buffalo? 

Mr.  Debbecker:  Ifo,  it  includes  -*-  Judge  Kenefick  is  here  and 
he  cmi  ^11  you ;  inelpd^s  small  towns. 

Mr.  Page  :  Small  villages  adjoining  ? 

Mr.  Desbeckeb:  Yes. 

Mr.  Page  :  The  suburbs  of  Buffalo  ? 

Mr.  Desbeckeb:  Yes. 

Mr.  Page:  And  does  that  contract  entitle  all  the  subscribers  to 
free  service? 
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Mr.  Desbeckeb:  With  those  places? 

Mr.  Page:  Yes. 

Mr.  Desbeckeb:  Yes. 

Mr.  Page  :  With  all  of  the  people  in  those  places  ? 

Mr.  Desbeckeb:  Yes. 

Mr.  Page  :  That  have  the  phone  ? 

Mr.  Desbeckeb:  Yes,  but  the  trouble  is  that  it  is  the  only  con- 
tract you  have  offered  you,  and  in  case  you  sign  it  you  are  bound 
tighter  than  you  care  to  be. 

Mr.  Page:  The  company  must  have  had  counsel  prepare  it? 

Mr.  Desbeckeb:  Unquestionably,  and  very  astute. 

Chairman  Davis:  I  understood  you  to  sav  that  vou  had  drawn 
papers  for  Mr.  Farthing  in  his  action? 

Mr.  Desbeckeb  :  Yes,  sir. 

Chairman  Davis:  And  did  you  ask  him  to  come  in  arid  verify 
those  papers? 

Mr.  Desbeckeb  :  I  will  tell  you ;  I  wish  to  be  fair  to  Mr. 
Farthing,  because  citizens  generally,  when  they  feel  aggrieved, 
naturally  feel  that  they  do  not  like  to  be  the  person  to  carry  the 
burden  for  everybody  else;  it  means  litigation,  it  means  possible 
costs,  and  another  thing  I  wish  to  state  to  this  Committee,  which 
is  the  main  reason  why,  in  my  judgment,  telephone  companies,  at 
least  as  gained  from  the  example  here,  should  be  under  the  Public 
Service  Commission,  and  that  is  this:  Suppose  I  had  taken  Mr. 
Farthing's  case  and  had  succeeded  and  had  won  through  the  Court 
of  Appeals  —  and  the  3  per  cent,  is  now  on  its  way  up  there ;  we 
won,  exactly  like  the  Rochester  case,  even  stronger ;  Farthing  suc- 
ceeds ;  the  Court  of  Appeals  says  he  shall  have  his  phone  at  the  old 
rate.  Xow,  that  does  not  give  anybody  in  Buffalo  any  more 
phones.  Suppose  there  are  500  more  people  here;  the  telephone 
company  says  no,  we  won't  give  it  to  you.  I  have  got  to  start  500 
additional  suits  because  I  do  not  believe  the  courts  have  gone  so 
far  yet  as  to  say  the  city,  in  its  own  name,  can  start  one  action  for 
the  enforcement  for  all  the  citizens.  It  should  be  —  you  should 
pass  a  legislative  act  where  the  franchise  has  been  made,  part  of 
which  inures  to  the  benefit  of  the  citizens,  where  an  action  is 
brought  by  the  municipality  in  favor  of  one  of  the  consumers —  I 
have  had  it  up  twenty  times  and  I  have  examined  it  carefully,  and 
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I  do  not  believe  the  court  has  gone  that  far  vet,  and  that  should  be 
in  the  law  to-day.  So  with  a  telephone  or  electric  light  company 
or  gas  company,  you  can  always  declare  their  charter  void,  but  even 
that  —  I  don't  want  to  say  that  —  that  means  that  each  individual 
man  like  Mr.  Farthing  has  got  to  bring  an  action  of  his  own.  Now, 
you  have  got  to  do  one  of  two  things,  either  amend  your  law  so  as 
to  allow  a  municipality  to  bring  an  action  in  a  ease  of  that  kind, 
or  put  these  companies  under  the  Public  Service  Commission. 
That  is  the  position  I  take,  and  so  the  Court  of  Appeals,  if  it  deter- 
mines the  franchise  is  valid,  then  the  Public  Service  Conuuission 
could  give  that  man  his  rights,  and  then  again,  under  the  law,  there 
would  be  a  severe  penalty ;  and  even  though  I  succeed,  .or  my  su.?- 
cessor  succeeds,  it  will  be  non-effective  unless  each  man  up  there 
sees  fit  to  bring  his  own  action.  Of  course,  here  the  companii^s 
complain  the  rates  are  too  low.  That  I  am  not  going  to  speak 
about.  That  is  for  someone  else  to  speak  about.  That  is  for  their 
question  of  capitalization,  etc.,  and  I  presume  they  feel  that  if 
thej  are  to  be  put  under  the  Public  Service  (Commission,  the  Public 
Service  Commission  should  also  have  full  power  as  to  rates  so  that 
they  conld  go  before  them  and  say,  "  Even  though  we  made  a 
franchise  which  was  binding,  the  rates  are  impossible  for  us  to 
live  under  them.''  That  is  for  someone  else  to  determine  but 
myself.  That  is  for  the  Commission  to  determine.  Then  you 
could  enforce  the  franchise  when  you  give  these  people  a  chame 
to  have  their  rates  changed. 

Chairman  Davis:  Would  you,  as  Corporation  (\>unsel  in  the 
city  of  Buffalo,  approve  of  placing  the  telephone  companies  under 
the  Public  Service  Commission  and  relieving  them  from  the  fran- 
chise which  they  now  hold  in  the  city  of  Buffalo,  and  transferring 
their  entire  system  and  power  of  rates  as  well  as  service  to  the 
Public  Service  Commission? 

Mr.  Desbeckeh:  Xo,  I  do  not  think  I  should.  In  the  first 
place  that  would  be  a  question  of  policy  as  to  the  franchise  which 
would  not  be  in  my  department.  I  do  not  think  that  would  be 
necessary  in  any  event.  The  most  that  is  to  be  done  is  to  allow 
the  Commission  to  let  those  rates  obtain;  to  compel  them,  other- 
wise they  will  charge  us  what  they  like.  The  burden  is  on  us. 
If  they  are  put  under  them  and  the  Commission  has  the  power  to 
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change  those  rates  that  franchise  could  stand  until  the  Commission 
itself  saw  fit  to  change  them;  that  would  put  the  burden  on  them, 
where  it  belongs; 

Mr.  Page:  Do  you  think  that  the  Commission,  in  case  these 
companies  are  put  under  the  control  and  jurisdiction  of  the  Com- 
mission, should  be  given  power  to  fix  a  rate  higher  than  the  rate 
fixed  in  the  franchise  ? 

Mr.  Desbeckek  :  Do  I  believe  so  ? 

Mr.  Page:  Yes. 

Mr.  Desbeckek:  I  do  not  care  to  answer  that  question;  as  I 
said  before,  that  is  a  question  for  the  Common  Council  and  the 
Mayor  to  determine;  that  is  not  a  question  of  law. 

Mr.  Page  :  I  was  not  asking  you  as  a  question  of  law ;  I  was 
asking  your  opinion. 

Mr.  Desbeckek:  As  Corporation  Counsel  I  have  none,  sir. 

Mr.  Page  :  I  am  not  asking  you  as  Corporation  Counsel ;  I  am 
asking  you  as  an  individual. 

Mr.  Desbeckek:  I  supposed  I  was  here  in  the  other  capacity. 

Mr.  Page:  You  are  herein  a  dual  capacity. 

Mr.  Desbeckek:  I  should  think  that  would  be  fair;  yes,  I  do, 
because  if  the  Commission  —  the  point  is  this,  if  these  people 
cannot  actually  live,  and  I  don't  know  whether  they  can  or  not, 
they  made  their  contract,  they  knew  what  they  were  doing  when 
thev  made  it  — 

Mr.  Page:  Possiblv  not. 

Mr.  Desbeckek:  Well,  they  are  supposed  to,  at  least.  They 
are  over  the  age  of  infancy.  If  they  could  show  to  the  Commission 
that  they  actually  could  not  live  under  those  rates,  why,  I  presume 
one  of  two  things  must  necessarily  follow,  either  they  will  go  into 
the  hands  of  a  receiver  ultimately,  or  else  thev  have  not  told  the 
facts  and  can  live.  Xow,  if  they  cannot  live  under  those  rates  I 
presume  some  power  should  exist  to  allow  them  to  give  efficient 
service  at  the  lowest  possible  rate  and  let  them  live,  otherwise  they 
will  go  out  of  business. 

Mr.  Page  :  You  suggested  two  possible  remedies  for  the  present 
situation ;  one  to  give  the  city  power  to  enforce  the  terms  of  their 
franchise  so  far  as  it  inures  to  the  benefit  of  the  individual  citizens. 

Mr.  Desbeckek:  Yes,  sir. 
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Mr.  Page:  And  the  other  remedy  was  putting  the  company 
under  the  control  of  the  Public  Service  Commission  ? 

Mr.  Desbeckeb:  Yes,  sir. 
.  Mr.  Page:  Which  of  those  two  remedies  do  you  think  is  the 
better  or,  preferable  ? 

Mt*.  DMbeckeb:  I  should  think  that  you  would  have  —  you 
have  a  nice  question  —  the  city  should  have  the  power  of  one  action 
to  enforce  a  contract  made  for  the  people  which  would  apply  to  all 
the  people.  It  can  now,  along  certain  lines,  but  I  doubt  if  it  could 
be  accomplished  without  each  individual  bringing  an  action  to 
enforce  it,  unless  you  had  some  special  legislation  passed,  whereas, 
if  the  Public  Service  Commission  had  all  companies  under  its 
control,  by  filing  a  complaint  such  as  in  the  case  of  a  gas  or  electric 
light  company,  such  as  they  furnish  you,  then  you  can  go  before 
the  Commission.  The  main  purpose  of  putting  it  under  the  Com- 
mission, as  far  as  the  city  is  concenied,  would  be  so  that  if  we 
succeeded  in  this  litigation  we  could  then  go  to  them  and  say, 
"  Mr.  Farthing  wants  a  telephone."  The  Court  of  Appeals  has 
held  the  contract  binding,  and  we  would  not  have  to  bring  an 
action,  for  each  individual  case  because  they  would  say  no.  Xow, 
99  out  of  100  people  will  not  bring  it.  They  do  not  want  the 
trouble  of  it.  .  I  have  offered  my  services  free  of  charge  right 
straight  through.  One  or  two  have  come  in,  but  they  peter  out. 
One  of  them  is  now  before  me  which  I  shall  bring  before  I  go  out. 

Mr.  Page  :  But  vou  are  in  favor  of  both  remedies  ? 

Mr,  Desbeckeb:  One  should  be  adopted,  I  think,  if  it  is  not 
in  the  power  now  of  the  city  to  do  it. 

Mr.  Page:  That  is,  to  give  the  city  every  right  to  bring  an 
action. 

Mr.  Desbecker:  To  enforce  for  its  citizens,  yes,  a  general 
contract. 

Mr.  Page:  And  also  give  the  Public  Service  Commission 
charge  — 

Mr.  Desbecker  :  Yes. 

Mr.  Page:  Over  all  public  service  corporations? 

Mr.  Desbecker:  Yes,  that  is  it. 

Chairman  Davis  :  Anybody  else  desire  to  be  heard  ? 

Mr.  Qeobge  E.  Bogardus:  Mr.  Chairman  and  Gentlemen:  In 
substance  the  complaint  which  I  have  to  make  has  already  been 
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made,  but  then  I  have  something  to  say.  From  time  to  time  I 
have  made  application  for  a  phone  in  my  office.  I  am  talking 
about  the  Frontier.  About  four  years  ago,  I  believe,  I  applied  for 
a  phone.  I  knew  the  franchise  called  for  a  rate  of  $24  on  a  busi- 
ness phone.  I  was  told  at  that  time  that  they  would  not  give  me 
a  phone  for  less  than  $32. 

Chairman  Davis:  Who  told  vou  that? 

Mr.  BooARDus:  At  the  office  of  the  Frontier  Telephone  Com- 
pany. I  had  several  talks  with  them,  and  it  was  simply  out  of  the 
question;  they  would  not  do  anything;  they  would  not  listen  to 
anything  I  had  to  say  unless  I  wanted  to  do  business  at  the  rate 
of  $32  a  year.  I  told  them  that  I  did  not  feel  as  though  I  wanted 
to  pay  $32  a  year  where  their  franchise  called  for  service  at  $24. 
As  I  say,  I  had  applied  several  times,  and  in  substance  that  was 
the  answer  that  I  would  get.  Only  yesterday  I  called  up  and 
asked  them  their  rates.  They  named  me  the  rates.  The  cheapest 
rate  was  $36. 

Chairman  Davis:  Unlimited  service? 

Mr.  BoGARDus:  Unlimited  service,  ves. 

Chairman  Davis  :  For  business  purposes  ? 

Mr.  BoGARDus:  For  business  purposes,  that  was  the  cheapest 
rate.     I  said  I  understood  there  was  a  rate  of  $24.     They  said, 
"  No,  there  is  no  such  rate ;  the  $24  rate  is  the  cheapest  residence' 
phone." 

(Chairman  Davis:  Was  this  conversation  over  the  telephone? 

Mr.  BoGARDiTs:  Over  the  telephone  yesterday. 

Chairman  Davis:  You  do  not  know  who  you  were  talking  to? 

Mr.  BoGARDrs :  I  was  talking  to  the  contract  department ;  I  don't 
know  who  it  was. 

Chairman  Davis  :  Thev  did  not  know  who  thev  were  talking  to  ? 

Mr.  Bogardus:  They  did  not  know  who  they  were  talking  to; 
and  I  said:  *'  You  will  not  put  in  any  phone  at  $24  then  for  busi- 
ness purposes  ?  "    ''  Xo,  nothing  less  than  $36." 

Chairman  Davis:  Was  anything  said  about  this  Metropolitan 
district  ? 

Mr.  Bogardus  :  No,  sir ;  they  simply  asked  me  if  I  cared  to  have 
a  representative  see  me.  I  said, ''  No,  it  will  be  useless  if  you  will 
not  put  in  a  phone  for  me  for  less  than  $36."    I  am  simply  com- 
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plainii^  as  to  the  rates  where  their  franchise  calls  for  $24  for  a 
business  phone  and  I  cannot  get  one.  However,  I  have  a  residence 
phone  at  the  $15  low  rate.  That  is  in  my  place  at  the  present  time 
and  has  been  ever  since  I  have  had  it,  for  a  number  of  years.  Xoth- 
ing  has  been  said  as  to  that. 

Chairman  Davis  :  When  was  that  renewed  ? 

Mr.  BooARDus:  That  has  never  been  renewed. 

Chairman  Davis:  Just  continued? 

Mr.  BooARDus :  The  original  contract. 

Mr.  Page:  At  what  time  was  it  you  applied  for  the  business 
phone ;  I  did  not  notice  whether  you  stated  the  time  or  not  ? 

Mr.  BoGARDus :  I  said  about  four  years  ago.  I  think  that  is  the 
time  as  near  as  I  can  remember.  I  had  several  talks  along  about 
that  time. 

Mr.  Page:  Have  you  had  any  conversation  with  the  company  or 
anyone  representing  the  company  since  in  regard  to  a  business 
phone  ? 

Mr.  BoGARDUs :  Yes,  sir. 

Mr.  Page  :  How  recently  ? 

Mr,  BoGARDus :  I  should  say  about  two  years  ago. 

Mr.  Page  :  That  was  the  most  recent  conversation  ? 

Mr.  BoGARDus:  Outside  of  the  one  I  had  yesterday,  because  I 
knew  what  they  were  charging.  I  knew  it  was  useless  for  me  to 
bother  with  them,  as  I  did  not  intend  to  pay  those  rates. 

Mr.  Page:  The  talk  that  you  were  first  speaking  about  was 
yesterday,  that  talk  with  the  operating  department  over  the  tele- 
phone, was  that  yesterday  ? 

Mr.  BoGARDUs:  That  was  yesterday  with  the  contract  depart- 
ment. 

Mr.  Page:  Was  anything  said  in  that  conversation  as  to  the 
number  of  parties  there  would  be  on  the  line  with  you  ? 

Mr.  BoGABDus:  Yes. 

Mr.  Page  :  How  many  ? 

Mr.  BooARDus:  Four  parties  at  $36. 

Mr.  Page  :  That  is,  you  would  be  one  of  four  ? 

Mr.  Bogardus  :  Yes. 

Mr.  Page  :  Anything  said  about  the  price  of  a  two-party  line  ? 

Mr.  Bogardus:  No,  sir. 
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Mr.  Page  :  Or  anything  about  the  price  of  a  one-party  line  ? 

Mr.  BooABDUs:  Yes,  sir. 

Mr.  Page  :  How  much  was  that  ? 

Mr.  J3oGARDU6:  One-party  limited  service,  I  believe, -1,600  mes- 
sages, $48. 

Mr.  Page  :  Anything  said  about  a  one-party  line  with  unlimited 
service  ? 

Mr.  BoGARDus :  There  was,  but  I  have  forgotten  the  exact  rate ;  I 
am  under  the  impression  it  was  $60,  because  I  was  not  so  much 
interested  in  that  as  the  low  price  phone,  but  that  is  my  impression 
that  it  was  $60. 

Chairman  Davis:  Is  there  any  other  person  desiring  to  be  heard 
for  the  purpose  of  registering  a  complaint? 

Mr.  Page:  There  were  notified  to  be- present  at  this  hearing 
Mr.  Willis  H.  Tennant  that  we  understood  had  a  complaint  of  some 
sort. 

Chairman  Davis  :  Mr.  Tennant  don't  appear  to  be  here. 

Mr.  Page  :  Also  Mr.  Henry  P.  Burgard. 

Chairman  Davis  :  He  is  not  here  at  the  present  time.  I  saw  by 
the  newspaper  that  he  and  Mr.  Connors  were  out  of  the  city;  he 
may  be  in  before  we  adjourn  so  we  can  hear  him.  Mr,  Porter  was 
to  have  been  here  this  morning;  he  represents  the  Municipal 
League. 

Mr.  Page:  He  is  treasurer  of  the  Municipal  League. 

Chairman  Davis:  He  also  stated  that  he  would  be  in  in  the 
morning  so  we  will  hear  him  to-morrow. 

Mr.  Page:  Mr.  Henry  M.  Watson,  president  of  the  Bell  Tele- 
phone Company,  is  here  and  would  like  to  make  a  statement. 

Chairman  Davis:  I  see  Mr.  Watson  is  present. 

Mr.  AVatson:  Mr.  Chairman,  I  desire  to  make  a  statement 
on  behalf  of  the  New  York  Telephone  Company.  I  have  not  been 
summoned,  but  I  ask  the  favor  of  the  Committee.  I  received  a 
letter  from  the  general  counsel  of  the  N'ew  York  Telephone  Com- 
pany which  has,  within  the  last  two  months,  on  the  1st  of  October, 
taken  possession  of  this,  what  was  the  Bell  Telephone  Company 
in  Buffalo ;  has  control  and  possession  of  all  of  their  property  and 
of  everything  that  belonged  to  the  company.  They  obtained 
control  of  a  large  majority  of  the  stock  and  afterwards  the  com- 
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pany,  with  its  bills  of  sale  and  deeds,  on  the  1st  of  October,  did 
consummate  the  sale.  Xow,  Mr.  Russell  —  I  think  he  has  been 
in  communication  with  Mr.  Page,  has  he  not,  Mr.  Page  ? 

Mr.  Page:  I  think  so. 

Mr.  Watson:  He  is  perfectly  willing  to  assist  the  Committee 
in  every  way  possible  by  answering  any  questions  that  they  desire 
answered,  and  they  have  been  and  are  preparing  answers  to  some 
questions  which  I  think  your  counsel  prepared,  did  you  not  ?  Or, 
as  I  understand,  from  his  letter,  they  took  over,  or  at  about  the 
same  time  that  they  took  over  the  Bell  Telephone  property,  they 
took  over  the  properties  of  the  other  corporations  in  the  State 
between  here  and  New  York;  I  think  they  call  one  of  them  the 
Central  New  York,  and  so  on  down,  and  there  has  been  a  tre- 
mendous mass  of  materials  thrpwn  upon  them,  and  of  course  the 
labor,  the  physical  labor,  of  getting  the  materials  together  to 
answer  your  questions  has  been  great,  and  they  had  expected  and 
hoped  to  have  the  answers  complete  and  in  the  hands  of  Mr.  Page 
by  the  15th  of  the  month,  and  they  tell  me  that  they  will  do  it  now ; 
within  a  very  few  days  they  will  have  it  complete,  and  they  ask 
the  indulgence  of  the  Committee  for  a  few  days  longer.  Of 
course,  they  recognize  the  position  the  Committee  is  in  with  a 
limited  time  before  the  next  session  convenes  at  Albany,  and  I  am 
certain  that  they  are  doing  everything  possible  to  get  the  material 
for  you  which  you  wish.  You  have  not  received  any  letter  from 
them  to-day,  have  you  ? 

Mr.  Page:  No,  I  have  not.  It  ftiay  have  come  to  Syracuse. 
I  was  there  yesterday. 

Mr.  Watson  :  As  far  as  all  the  record  and  that  part  of  it  are 
concerned  they  are  in  possession  of  those  things;  they  have  got 
them;  they  are  there. 

My.  Page:, Do  you  mind  stating  where  the  records  are? 

Mr.  Watson:  I  don't  know;  some  of  them  are  in  New  York 
and  some  of  them  are  here,  I  suppose. 

Mr.  Page  :  How  about  the  minute  book  ? 

Mr.  Watson:  The  minute  books  of  the  Bell  Telephone  Com- 
pany ?    I  am  not  certain. 

Mr.  Page  :  Have  you  the  ledgers  here,  construction  account  ? 

Mr.  Watson  :  No ;  of  course  the  old  Bell  Telephone  Company, 
the  shell  of  it,  is  left  to-day —  that  is,  the  organization. 
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Mr.  Page  :  That  is  what  I  supposed,  the  organization  was  left  ? 

Mr.  AVatson  :  Yes,  but  there  has  been  no  work ;  the  oonstruc- 
tion  of  the  Bell  Telephone  Company  was  done  by  the  company 
itself.  There  were  no  contracts  for  construction  in  the  sense  of  the 
subpoena.  You  ask  for  construction  contracts.  There  never  were 
any  such.     The  company  built  its  own  lines. 

Mr.  Page:  Of  course  there   was  a  construction  account. 

Mr.  Watson:  Yes,  oh  yes;  that,  as  I  understand,  the  Xew 
York  Company  has. 

Mr,  Page:  Let  me  see  if  I  understand  you  right.  The  New 
York  Telephone  Company  became  the  holder  of  the  majority  of 
the  stock  of  the  Bell  Telephone  Company  ? 

Mr.  Watson  :  They  got  about  95  or  98  per  cent. 

Mr.  Page:  Practically  all  of  it? 

Mr.  Watson:  Practically  all  of  it. 

Mr.  Page:  Then  they  accomplished  the  merger  in  effect  by 
having  the  Bell  Telephone  Company  execute  a  bill  of  sale  of  all 
their  personal  property,  and  a  deed  of  all  real  estate  to  the  New 
York  Telephone  Company? 

Mr.  Watson  :  Yes ;  I  do  not  think  there  is  a  merger. 

Mr.  Page  :  I  say  a  merger  in  effect. 

Mr.  Watson  :  Yes,  in  the  properties  it  was  a  merger ;  they  own 
the  property,  yes. 

Mr.  Page  :  That  is,  after  acquiring  the  stock  they  have  acquired 
the  legal  title  to  all  of  the  tangible  property  and  all  of  the  franchise 
rights  of  the  Buffalo  Bell  ? 

Mr.  Watson:  Yes, 

Mr.  Page:  Leaving  in  Buffalo  in  the  hands  of  the  officers  of 
that  company  the  old  records  of  the  company,  the  minute  book? 

Mr.  Watson:  Yes,  I  think  so. 

Mr.  Page:  And  the  old  books  of  account? 

Mr.  Watson:  I  do  not  know  how  many  of  those  they  took; 
thev  took  some. 

Mr.  Page:  Taking  away  the  stock  ledger? 

Mr.  Watson  :  The  stock  ledger  —  that  is  in  New  York  proper, 
isn't  it  ? 

Mr.  Baechek:  Yes. 
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Mr.  Page:  Is  there  any  objection  to  producing  before  the 
Committee  the  minute  books  of  the  Bell  Telephone  Company,  the 
stock  ledger  and  the  certificate  book? 

Mr.  Watson:  Xo,  the  Bell  Telephone  Companj  wants  to  do 
everything  that  the  Committee  wants  it  to  do  that  they  can;  we 
will  give  you  the  minute  book. 

Mr,  Page  :  To  what  extent  the  Committee  care  to  use  these  I 
cannot  say,  but  if  we  can  have  an  opportunity  to  examine  them 
we  can  then  determine. 

Mr.  Watson:  They  go  back  about  thirty  years,  you  know. 

Mr.  Page:  Yes,  I  imderstand  that  it  was  one  of  the  very 
earliest  of  the  operating  companies. 

Mr.  Watson:  It  was  the  first. 

Mr.  Page:  Then  we  could  determine,  if  we  had  some  time  to 
examine  those  things  if  we  could  have  access  to  them,  to  what 
extent,  if  at  all,  the  Committee  would  care  to  see  them ;  when  can 
that  be  arranged? 

Mr.  Watson  :  When  you  want  it. 

Mr.  Page  :  This  afternoon ;  would  this  afternoon  be  convenient, 
or  possibly  this  evening?  Could  you  get  access  to  them  in  the 
evening  ? 

Mr.  Watson:  We  will  have  those  in  the  evening;  we  will  get 
what  we  can  for  vou  as  far  as  we  are  able  to  do  it. 

Mr.  Page:  There  is  a  great  deal  to  be  done  and  not  much  time 
to  do  it ;  we  want  to  go  along  as  rapidly  as  possible. 

Mr.  Watson:  Yes,  sir, 

Mr.  Page:  What  you  have  stated,  of  course,  applies  equally 
to  Mr.  Baecher? 

Mr.  Watson:  Yes,  Mr.  Baecher  was  the  treasurer  of  the  old 
company;  he  is  not  an  officer  of  the  New  York  Telephone  Com- 
pany. 

Mr.  Page:  He  simply  retains  the  empty  honor  of  the  office  of 
treasurer  of  the  Bell  Telephone  Company? 

Mr.  W^atson  :  Yes. 

Chairman  Davis:  I  think  the  stenographer  had  better  note  the 
appearance  of  Mr.  Watson  showing  that  the  subpoena  has  been  to 
some  extent  obeyed. 

Mr.  Page:  And  also  the  appearance  of  Mr.  Baecher. 
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Chairman  Davis:  Mr.  Baecher  is  here? 

Mr.  Baecheb:  Yes,  sir. 

Mr.  Page:  I  ask  the  steiiographit?r  if  he  has  taken  down  all  the 
conversation  iu  regard  to  the  arrangements  i 

The  Stenographer:  Yes,  sir. 

Chairman  Davis:  Mr.  Xorton,  of  course,  you  appreciate  the 
fact  that  you  appear  by  courtesy  of  the  Committee.  A  witness 
subpoenaed  is  not  entitled  as  a  matter  of  right  to  appear  by 
counsel.  We  always  are  pleased  to  have  Mr.  Norton  appear 
before  us  for  any  purpose  whatever. 

B.  G.  IIubbell,  being  duly  sworn,  testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Hubbell,  you  are  the  president  of  the  Frontier  Tele- 
phone Company?     A.  Yes,  sir. 

Q.  And  you  are  also  president  of  the  Federal  Telephone  Com- 
pany?    A.  Yes,  sir. 

Q.  And  you  are  president  of  the  Inter-Ocean  Telephone  and 
Telegraph  Company  ?     A.  Yes,  sir. 

Q.  President  of  the  Consolidated  Telephone  Company? 
A.  Yes,  sir. 

Q.  And  of  the  Century  Construction  Company?     A.  Yes,  sir. 

Q.  You  were  subpoenaed  to  produce  certain  books  of  those  cor- 
porations before  the  Committee  to-day  ?  A.  Well,  I  can  explain 
my  not  bringing  them ;  the  subpoena  was  so  very  general  that  it 
w^ould  have  t«ken  many  dray  loads  of  books  to  have  brought  them 
over  here,  but  I  am  willing  to  bring  any  books  that  you  gentle- 
men may  need  to  clear  up  any  points  that  you  want  to  know  —  any 
specific  books. 

Q.  Are  you  willing  to  permit  the  Committee,  through  its  coun- 
sel and  employees,  to  go  to  your  office  and  examine  your  books? 
A.   Yes,  sir. 

Q.  In  order  that  they  may  determine  what  books  should  be 
produced?     A.  Yes,  sir. 

Q.  Of  course,  it  is  difficult  without  seeing  them  to  know  what 
books  we  need  ?     A.  Yes,  sir. 
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Q.  How  loiig  have  yon  been  president  of  those  companies! 
A.  I  might  explain  that  the  Consolidated  Telephone  Company 
is  simply  a  holding  company.  It  is  not  an  operating  company. 
It  is  not  a  New  York  corporation.  It  is  a  Delaware  corporation, 
and  does  not  operate  telephone  properties.  The  Century  Tele- 
phone Construction  Company  is  purely  a  manufacturing  plant;  it 
owns  no  telephone  properties,  simply  manufactures  apparatus, 
telephone  apparat^,-.  and.  other  apparatus  of  other  lines.  The 
Frontier  Telephone  Company  and  Inter-Ocean  Telephone  and 
Telegraph  Company  were  organized  in  1901*  The  Frontier  Com- 
pany did  operate  in  the  city  of  Buffalo  and  the  Inter-Qqean  Coni- 
pany  hadii  li>ng  distance  telephone  business  in  Western  JC^ew  York, 
and  on  January  1,  1909,  those  companies  were  merged  into  the 
Federal  Telephone  and  Telegi*aph  Company.  Those  companies 
are  out  of  existence,  and  the  only  operating  company  to-day  is  the 
Federal  Telephone  and  Telegraph  Company. 

Q.  The  Frontier  Company  has  been  dissolved  'i    A.  Yes,  sir. 

Q.  By  legal  proceedings  ?  A.  Xot  a  dissolution  of  its  corporate 
existence,  but  its  physical  property  has  been  sold  to  the  Federal 
Telephone  and  Telegraph  Company. 

Q.  How  was  that  transfer  effected  ?  A.  By  deed,  contract  and 
deed. 

Q.  Prior  to  that  transfer  did  the  Federal  Telephone  Company 
become  the  owner  of  a  majority  of  the  stock  of  the  Frontier  Tele- 
phone Company?  A.  Xo,  sir;  simply  they  purchased  the  physi- 
cal  property  un^er  contract. 

Q.  How  about  the  Inter-Ocean  Telephone  and  Telegraph  Com- 
pany? A.  The  same  transaction;  the  Federal  Telephone  Com- 
pany purchased  the  physical  property  only  of  the  Inter-Ocean 
Company.  Those  companies,  of  course,  have  not  been  dissolved 
because  they  have  their  obligations  of  bonds  in  existence,  and  are 
simply  inert  and  not  operating. 

Q.  The  Federal  Company  at  the  time  of  that  transfer  assumed 
the  payment  of  those  bonds  ?    A.  Yes,  sir. 

Q.  Or  guaranteed  the  payment  ?    A.  Yes,  sir. 

Q.  And  the  payment  of  interest  a?  it  became  due  ?    A.  Yes,  sir. 

Q.  In  what  way  is  the  Consolidated  Telephone  Company  con- 
nected with  the  Federal  Company?  A.  It  is  the  holder  of  the 
controlling  interest  of  the  stock  of  the  Federal  Company. 
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Q.  How  did  it  acquire  that  title?  A.  By  purchase.  It  was 
the  financing  company  for  these  numerous  companies  which 
were  and  have  been  embraced  into  the  Federal  Company,  owned 
a  controlling  interest  in  those  companies,  and  succeeded  to  the 
controlling  interest  in  the  Federal  Company  in  that  manner. 

Q.  The  Consolidated  Company  was  incorporated  when?  A.  I 
think  in  1900. 

Q.  What  was  the  corporate  stock  of  that  company  at  the  time 
of  its  incorporation?    A.  The  Consolidated  Company? 

Q.  Yes  ?     A.  $10,000,000  authorized. 

Q.  How  much  issued?     A.  $5,000,000. 

Q.  What  was  it  issued  for  ?  A.  It  was  issued  for  sale  of  its 
securities. 

Q.  You  do  not  understand  my  question*  Whaf  did  the  company 
receive  for  the  issuing  of  that  $5,000,000  stock  ?  A.  It  received 
cash  and  contracts. 

Q.  What  amount  of  the  $5,000,000  was  cash  ?  A.  I  am  not 
able  to  tell  vou  definitelv  on  that  point. 

Q    Can  you  inform  yourself  in  r^ard  to  that  ?    A.  I  can. 

Q.  And  what  was  the  nature  of  the  property  that  it  acquired, 
contracts  ?  A.  The  property  that  it  acquired  was  securities  of 
other  corporations. 

Q.  From  what  company  or  individuals  or  anything  else  did  it 
acquire  those  contracts?  A.  Well,  there  are  quite  a  large  num- 
ber, something  like  seventy-five  or  eighty  different  corporations 
that  it  has  controlled. 

Q.  And  those  are  located  in  Western  New  York  and  in  other 
States  ?    A.  Xot  entirely  so,  but  practically  so. 

Q.  Mostly  in  Western  New  York  ?     A.  Yes,  sir. 

Q.  So  that  the  Consolidated  in  that  manner  acquired  the  control 
of  the  stock  of  the  smaller  corporations  known  as  the  independent 
operating  companies  ?    A.  Yes,  sir. 

Q.  In  the  western  part  of  the  State?    A.  Yes,  sir. 

Q.  And  the  stock  of  the  Consolidated  was  issued  to  the  indi- 
viduals who  had  previously  held  the  stock  of  the  smaller  com- 
panies?    A.  Yes,  very  largely. 

Q.  On  what  basis  was  that  exchange  made?  A.  Well,  of 
course,  that  might  have  been  many  varying  bases  of  traneractions. 
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I  will  give  you  one  instance  just  for  your  information.  In  acquir- 
ing tbe  Frontier  Telephone  Company  there  was  $3,000,000  of 
Consolidated  stock  issued  for  $3,000,000  of  the  Frontier  Com- 
pany's stock. 

Q.  That  is,  there  was  an  exchange,  share  for  share,  of  the 
Frontier  for  the  Consolidated?     A.  Yes,  sir. 

Q.  Does  the  Consolidated  now  control  these  smaller  companies  ? 
A.  Control  — 

Q.  The  smaller  companies  that  you  speak  of  ?  A.  Yes,  except 
those  which  have  been  put  into  the  Federal  Company. 

Q.  And  how  was  that  accomplished?  A.  How  did  it  acquire 
the  smaller  companies? 

Q.  Yes.  A.  By  assuming  obligations  and  by  purchasing 
equities. 

Q.  Just  what  do  you  mean  by  assuming  obligations  ?  A.  Any 
bonded  debts  or  floating  debts  or  whatever  might  have  been  in 
existence  against  these  corporations. 

Q.  They  acquired  those  from  the  individual  owners?  A.  Well, 
no;  through  a  purchase  of  the  physical  property  of  these  smaller 
companies,  dealing  direct  with  the  corporation. 

Q.  The  Consolidated  at  that  time  owned  the  control  of  the 
smaller  companies  by  stock  control  ?  A.  I  am  speaking  now  of  the 
Federal  Company;  it's  purchase  of  smaller  companies.  It  would 
purchase  the  physical  property. 

Q.  It  purchased  the  physical  property  of  smaller  companies? 
A.  Yes,  sir. 

Q.  Now,  I  ask  you  if  the  Consolidated  at  that  time  owned  the 
control  of  the  stock  of  the  smaller  companies  that  the  Federal  pur- 
chased ?    A.  Yes,  in  that  way. 

Q.  So  that  the  Federal  is  going  to  become  the  absolute  owner 
of  smaller  systems  throughout  Western  New  York?  A.  Of  the 
physical  property  of  them. 

Q.  Of  the  independent  systems  ?  A.  Yes  —  that  is,  of  their 
physical  property. 

Q.  That  is  by  absolute  title  to  their  physical  properties? 
A.  Yes,  sir. 

Q.  Where  is  the  stock  control  of  the  Federal?  A.  From  the 
fact  that  the  Consolidated  controlled  the  stock  of  these  smaller 
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corpora fions  it  would  naturally  follow  that  it  would  receive  the 
benefit  of  the  Federal  Company's  stock  issues,  and  it  now  controls 
the  Federal  Company  in  the  same  manner  that  it  controlled  the 
stock  of  the  smaller  companies, 

Q.  Won't  you  diagram  that  whole  transaction?    A.  I  can. 

Q.  I  wish  you  would,  for  the  benefit  of  the  whole  Committee. 
A.  Simply  if  you  will  treat  the  Consolidated  Company  simply  as 
an  individual  and  not  as  a  .  corporation  owning  a  controlling 
interest  in  a  large  number  of  independent  companies,  that  is, 
iiulcpendent  of  ,^^ny  canfiolidation,  and  those  feompaAi^  being  put 
together  and  the  stock  of  the  Federal  Company  being  given  to  the 
stockholders  of  these  other  companies,  the  Consolidated  Company 
would  naturally  control  the  stock  of  the  Federal  Company. 
By  A^sseiublyman  Merritt: 

Q.  When  you  say  control,  do  you  mean  directly  the  ownership 
of  all  the  stock?  A.  Well,  a  considerable  majority  of  it,  not 
necessarily  all. 

By  Mr.  Page: 

Q.  Well,  the  Consolidated  owns  the  control  of  the  Federal 
Company  ?     A.  Yes,    sir. 

Q.  Who  owns  the  control  of  the  Consolidated  ?  A.  I  am  unable 
to  ?ay,  sir;  it  is  held  by  individuals. 

,  Q.  You  say  you  are  imable  to  say  or  unwilling  to  say  ? 
A.  We  have  no  record  of  the  individuals  who  own  the  stock  of 
the  Consolidated  Telephone  Company. 

Q.  You  have  no  record  ?  A.  Xo,  it  is  traded  in  very  largely 
in  the  market. 

Q.  Yon  are  the  president  of  the  Consolidated  Company? 
A.  Yes,  sir. 

Q.  And  as  such  yon  have  access  to  its  books?     A,  Yes,  sir. 

Q.  Where  are  the  books  kept?    A.  In  Buffalo. 

Q.  They  have  a  stock  book?  A.  Yes,  sir. 

Q.  And  a  stock  ledger?     A.  Yes,  sir. 

Q.  And  do  those  show  the  record  owners?  A.  It  did  of  the 
original  ones,  but  it  would  not  be  carried  to-day,  sir. 

Q.  Why  not?  A.  Simply  because  the  stock  is  traded  in  in  the 
market  without  transfers  on  the  stock  books. 
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Q.  Would  that  make  any  difference  with  the  books  showing  the 
record  owners?  A,  We  have  a  record  of  stock  owners  but  prob- 
ably not  since  1902  have  there  been  any  transfers  on  the  books 
of  the  company. 

Q.  If  no  transfer  has  been  made  on  the  books  of  the  company 
since  1902  the  record  ownership  of  the  stock  then  is  the  record 
ownership  of  the  stock  now,  isn't  it  ?  A.  That  is  the  record,  but 
it  would  not  be  accurate  enough. 

Q.  Of  course  vou  do  not  know  the  absolute  owners  of  the 
stock  if  shares  are  traded  in  extensively  by  passing  certificates 
around  with  blank  endorsements?     A.  Yes,  sir. 

Q.  That  mav  chanjrc  evcrv  few  minutes  between  10  and  3 
o'clock  ?     A.  Yes,  sir. 

Q.  Have  you  any  objection  to  furnishing  the  Committee  for  its 
examination  the  stock  ledger  of  the  Consolidated  Telephone  Com- 
pany ?  A.  Xone,  excepting  that  whether  your  Committee  wants 
to  investigate  a  telephone  company  which  is  not  an  operating 
telephone  company  would  be  a  point,  I  think,  for  you  to  decide. 

Q.  It  occurs  to  me  that  it  is  doing  some  operating  here;  it  owns 
these  companies.  .  A.  How? 

Q.  It  owns  these  companies  that  do  operate?  A.  Xot  in  any 
different  capacity  than  an  individual  one. 

Q.  If  an  individual  owned  them  we  would  w^ant  to  investigate  — 
A.  You  would  not  want  to  go  into  his  private  books  to  see  his 
business. 

Q.  I  think  we  might;  we  want  to  find  out  all  the  facts  in 
regard  to  the  telephone  business  in  the  State  of  Xew  York,  and 
the  Consolidated  Telephone  Company  seems  to  be  not  only  a  fact 
but  a  factor  in  the  telephone  business.  A.  I  am  here  to  give  you 
the  fullest  information  on  that  subject,  but  whether  it  would  be  a 
matter  for  us  to  make  public  the  — 

Q.  I  did  not  suggest  the  making  of  it  public;  I  suggested  the 
furnishing  it  to  the  Committee  for  their  information,  not  neces- 
sarily to  be  a  part  of  the  record:  Are  you  willing  to  do  that? 
A.  I  should  have  to  consult  my  counsel  about  that,  sir. 

Q.  Will  you  consult  with  him  during  the  day?    A.  Yes,  sir. 

Q.  And  inform  the  Committee  at  the  next  session!  A.  Yes, 
sir. 
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By  Chairman  Davis: 


Q.  Where  is  the  principal  office  located  ?  A.  Dover,  Delaware ; 
the  stock  books,  by  the  way  —  I  wish  to  correct  that  —  are  with 
the  Trust  Company  of  America.  They  are  transfer  agents  here 
in  New  York  city. 

By  Mr.  Page: 

Q.  They  are  in  New  York  city  ?  A.  Yes ;  of  this  corporation ; 
I  forgot  that. 

Q.  How  much  of  an  office  has  the  company  at  Dover,  Dela- 
ware ?    A.  I  beg  your  pardon. 

Q.  How  much  of  an  office  has  the  company  at  Dover,  Dela- 
ware ?    A.  Sufficient  to  qualify  it  in  its  corporate  existence. 

Q.  You  understand  what  I  mean?     A.  I  beg  pardon. 

Q.  I  think  you  understand  what  I  mean;  has  it  an  office 
besides  its  name  on  the  door  of  an  office  occupied  by  someone  else, 
and  by  several  other  corporations?     A.  Very  likely. 

Q.  That  are  outside  of  Delaware  ?     A.  Very  likely. 

Q.  Its  real  business  is  done  from  Buffalo,  isn't  it  ?    A.  Yes,  sir. 

Q.  Has  the  Consolidated  Telephone  Company  ever  paid  any 
dividends?     A.  No,  sir. 

Q.  Has  the  Frontier  ever  paid  dividends?     A.  No,  sir. 

Q.  The  Federal  has  only  been  in  business  since  the  1st  of  Janu- 
ary ?    A.  Yes,  sir. 

Q.  And  I  assume  that  has  paid  no  dividends  ?     A.  No,  not  yet. 

Q.  How  about  the  Inter-Ocean  Telephone  and  Telegraph  Com- 
pany ?    A.  It  never  has. 

Q.  Have  any  of  these  companies  ever  shown  any  earnings,  any 
surplus  earnings  ?    A.  Yes,  sir. 

Q.  Beyond  operating  expenses?     A.  Yes,  quite  considerable. 

Q.  Have  they  all,  with  the  exception  of  the  Federal,  shown  earn- 
ings ?    A.  Yes,  sir. 

Q.  In  excess  of  fixed  charges  ?    A.  Yes,  sir. 

Q.  And  have  those  earnings  been  kept  in  the  respective  com- 
panies, are  they  held  there  as  surplus?  A.  They  all  were  up  to 
the  time  of  taking  over  into  the  Federal  Company. 
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Q.  And  what  became  of  them  then  ?  A.  They  were  simply  — 
their  earnings  were  never  held  in  a  bank  account ;  earnings  went 
into  re-establishing  and  extending  the  property. 

Q.  That  is,  all  of  the  surplus  had  gone  into  extensions?  A- 
les,  all  surplus  had  been  used  for  extensions. 

Q.  Or  new  companies  ?  A.  Xo,  maintenance  of  the  respective 
equipments. 

Q.  Xo  financing  of  new  companies  ?    A.  Xo. 

Q.  Won't  you  tell  the  Committee,  Mr.  Ilubbell,  just  how  the 
Century  Construction  Company  is  connected  with  the  other  com- 
panies that  we  have  been  discussing  ?  A.  The  Century  Company 
IS  a  manufacturing  company  and  manufactures  apparatus  for  the 
other  companies.  Its  stock  is  owned  by  the  Consolidated  Tele- 
phone Company. 

Q.  All  of  the  stock  of  the  Century  is  owned  by  the  Consolidated  ? 
A.  Yes,  sir. 

Q-  And  has  that  stock  ever  paid  a  dividend  ?    A.  Xo,  sir. 

Q-  Has  it  ever  earned  a  surplus  ?    A.  Yes,  sir. 

Q.  What  is  the  capital  stock  of  the  Construction  Company  ? 
A.  Five  hundred  thousand  dollars. 

Q.  What  has  become  of  its  surplus?  A.  It  is  invested  in  the 
business. 

Q-  That  is,  the  business  has  been  enlarged  ?    A.  Yes,  sir. 

Q.  So  that  you  have  a  balance  sheet  of  that  business  showing 
*  substantial  surplus  invested  in  the  business  ?    A.  Yes,  sir. 

Q.  Whereabouts  is  vour  office,  Mr.  Ilubbell  ?  A.  Three  hun- 
dred  and  thirtv-two  Ellicott  street. 

Q.  And  the  books  of  all  of  these  companies  are  kept  in  that 
office?    A.  Yes,  sir. 

Q.  With  the  exception  of  the  stock  transfer  book  of  the  Con- 
solidated Company  ?    A.  Yes,  sir. 

Q.  And  that  is  kept  where?  A.  With  the  Trust  Company  of 
America,  Xew  York  city. 

Q.  At  what  time  will  it  be  convenient  for  the  Committee  or  its 
accountant  or  counsel  to  examine  these  books?  A.  At  any  time 
that  snits  your  convenience. 

Q.  Some  time  this  afternoon  or  to-morrow  ?  A.  Yes,  sir.  The 
Federal  Company  has  certified  audits  of  its  accounts  as  of  June 
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3Qth,  financial  statements  which  have  been  furnished  your  Com- 
mittee. 

Q.  I  have  a  copy  of  that.  Who  is  Mr.  Taylor?  A.  I  beg 
pardon. 

Q.  Mr.  Hugh  Taylor.  Who  is  Mr.  Taylor  ?  A.  He  is  assistant 
treasurer. 

Q.  He  verified  the  statement  that  was  made  by  the  Federal; 
he  stated  that  he  was  an  officer  of  the  company,  not  stating  what 
officer  he  was.     A.  Assistant  treasurer. 

Q.  Is  he  in  Buffalo  ?    A.  Yes,  sir. 

Q.  And  will  he  appear  before  the  Committee  without  subpoena? 
A.  Yes,  sir. 

Mr.  Page:  I  would  like  to  inquire  of  the  chairman  what  time 
recess  will  be  taken  to-day  and  for  how  long  ? 

Chairman  Davis:  It  depends,  Mr.  Page,  upon  whether  or  not 
you  want  the  books ;  whether  or  not  you  want  to  appoint  any  time 
for  the  examination  of  these  books  this  afternoon. 

Mr.  Page:  It  soems  to  me  a  good  deal  of  the  afternoon  might 
profitably  be  devoted  to  that. 

Chairman  Davis:  I  do  not  know  of  anything  further  for  the 
Committee  to  attend  to  to-day  other  than  the  examination  of  these 
books.  If  we  can  go  over  them  we  w^ill  take  a  recess,  so  far  as  the 
Committee  is  concerned. 

Mr.  Page:  I  think  it  would  be  profitable  to  do  that  and  give  us 
an  opportunity. 

Chairman  Davis  :   W^hat  other  witness  have  you  subpoenaed  ? 

Mr.  Page:  Mr.  Pugh,  treasurer  of  the  Frontier,  the  Century 
Construction  Company,  the  Federal  and  the  Inter-Ocean,  and 
Mr.  George  II.  Raymond,  treasurer  of  the  Consolidated  Telephone 
-Company. 

Chairman  Davis  :   Is  Mr.  Pugh  here  ? 

Mr.  IIuBBELi. :  These  gentlemen  did  not  come.  I  can  bring 
them  at  any  moment  you  want  them. 

Chairman  Davis:  If  they  are  subpoenaed  it  ought  not  to  be 
necessary  for  any  one  to  bring  them.  The  subpoena  of  the  Com- 
mittee ought  to  be  considered  and  they  ought  to  be  here  when 
they  are  directed  to. 
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Vice-chairman  Mekbitt:  May  I  ask  what  apparatus  the  Conr 
struction  Company  does  construct?    Do  they  make  telephones? 

Mr.  HuBBELL :  Telephones  and  switchboards  and  all  things^  aD 
appliances  in  connection  with  telephone  work,  not  •construction 
material,  not  cable  or  anything  of  that  character;  just  simplj 
apparatus. 

Vice-Chairman  Merbitt  :  Devices  ? 

Mr.  IIubbell:  Yes,  the  telephones  and  the  apparatus,  instru- 
ments. 

Mr.  Page:  There  is  nothing  else  that  I  think  I  care  to  ask  Mr. 
Hubbell  until  we  have  had  a  chance  to  examine  the  books. 

Chairman  Davis:  All  right,  Mr.  Ilubbell.  Can  you  tell  Mr. 
Hubbell  when  you  will  meet  him  ? 

Mr.  Page  :  Say  at  2  o'clock  at  your  office  if  that  is  satisfactory. 
What  time  will  the  Committee  meet  in  the  morning? 

Chairman  Davis  :   I  think  10  o'clock  in  the  morning. 

Mr.  Page:  Ten  o'clock  in  the  morning,  and  will  you  be  here, 
Mr.  Ilubbell,  at  10  o'clock  in  the  morning? 

Mr.  Hubbell:   Certainly. 

Chairman  Davis  :  Have  Mr.  Taylor,  Mr.  Pugh  and  Mr.  Ray- 
mond here. 

G.    Barbett    Rich,    elR.,    being    duly    sworn,    testified    as 
follows : 

By  Chairman  Davis  : 

Q.  You  are  manager  of  what,  the  Federal  Telephone  Com- 
pany ?    A.  The  Buffalo  system. 

Q.  You  have  heard  the  complaints  made  before  the  Committee 
of  Mr.  Farthing  and  Mr.  Bogardus  ?  A.  I  heard  Mr.  Bogardus's 
complaint ;  Mr.  Farthing's  was  made  before  I  came  into  the  room. 

Q.  And  also  Mr.  Farrington?  A.  I  did  not  hear  that,  but  I 
am  familiar  with  it. 

Q.  I  wish  you  would  state  to  the  Committee  jour  position  and 
answer  if  you  can  the  complaints  that  have  been  made  this  morn- 
ing? A.  In  the  case  of  Mr.  Farrington's  complaint,  as  I  recall  it, 
he  was  living  with  another  gentleman  —  I  have  forgotten  the  name 
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— ^  who  was  a  subscriber  to  a  $15  telephone,  and  this  gentleman 
moved  away  from  him,  and  then  he  moved  to  a  new  location,  and 
hfe  wanted  this  other  man  —  we  will  sav  his  name  is  Brown  —  he 
Wanted  his  telephone  moved  to  Mr.  Farrington's  new  home.  We 
sriid  to  Mr.  Farrington,  if  you  wish  to  have  a  telephone  in  your 
new  home  it  will  be  necessary  for  you  to  make  a  contract  for  the 
telephone,  as  this  other  gentleman  is  not  going  to  live  there  and 
has  no  interest  in  it;  so  if  you  want  a  telephone  we  wnll  have  to 
get  a  contract  from  you  for  that  telephone.  Mr.  Farrington  did 
•  not  care  to  enter  into  a  contract  with  us,  so  we  did  not  install  a 
telephone  in  his  house. 

Q.  He  spoke  of  some  woman  at  Black  Rock.  Perhaps  if  you 
did  not  hear  the  complaint  you  would  not  know  about  that  ?  A.  T 
am  not  familiar  with  it.  Mr.  Hubbell  told  me  about  it  and  I  am 
getting  some  information  from  my  contract  department  now 
which  I  may  have  at  another  sitting  of  this  Commission.  In 
regard  to  Mr.  Farthing's  telephone,  since  his  complaint  I  have 
called  up  our  telephone  department  and  I  am  informed  that  the 
reason  his  service  is  cut  off  was  that  he  was  paying  for  a  residence 
telephone  and  we  discovered  it  was  in  his  place  of  business,  and  I 
went  and  told  him  if  he  wished  to  continue  the  service  he  would 
have  to  pay  the  business  rate,  and  he  declined  to  pay  the  business 
rate,  and  he  had  been  enjoying  this  residence  rate  in  his  place  of 
business  for  some  period  of  time,  some  years,  and  when  he  de- 
clined to  pay  the  business  rate  we  discontinued  his  service.  We 
have  not  been  able  to  get  the  instrument,  as  he  still  retains  it,  and 
we  will  have  to  take  some  action  in  law  to  get  the  instrument. 

Q.  What  is  the  difference  between  your  business  rate  and  your 
residence  rate  as  applied  to  Mr.  Farthing?  A.  He  is  paying  $15 
and  the  same  rate  would  be  $86  in  business,  or  at  least  he  was 
paying  that  at  the  time  the  service  was  discontinued. 

Bv  Vice-Chairman  Merritt: 

Q.  What  have  you  to  say  to  an  increase  of  rate  due  to  the  exten- 
sion of  the  service  beyond  the  territory  covered  by  the  franchise? 
Has  there  been  an  increase  generally  on  that  ground  ?  A.  In 
something  over  a  year  now  we  have  not  written  any  contracts 
except  covering  the  Metropolitan  district,  and  \ve  give  unlimited 
service  in  this  Metropolitan  district  without  additional  charge  to 
subscribers  to  those  contracts. 
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By  Chairman  Davis  : 

Q.  Give  us  that  district;  what  does  that  district  include?  A. 
It  includes  the  city  of  Buffalo ;  this  is  from  memory ;  I  think  it  is 
—  it  includes  the  town  of  West  Seneca,  Cheektowaga,  the  villages 
of  Blasdell,  Roland,  Sloane,  Williamsville,  Gardenville  and  — 

Q.  Why  didn't  you  extend  that  to  Lancaster,  too?  A.  We  have 
no  service  in  Lancaster. 

Q.  Why  haven't  you  ?  A.  That  is  a  matter  for  those  who  are 
fnancing  the  company  to  say. 

Q.  Haven't  you  got  a  telephone  in  operation  there  ?  A.  I  think 
'we  have  one  telephone ;  something  like  that. 

Q.  Would  you  put  in  more  if  you  had  any  subscribers?     A.  I 

guess  if  we  had  the  money  to  do  it,  to  put  them  in,  we  would. 

Q.  Haven't  you  got  the  money  to  put  them  in?  A.  I  don't 
know. 

By  Vice-Chairman  Mebbitt: 

Q-  I  got  the  impression  that  there  was  an  increased  rate  gen- 
erally asked  for  by  reason  of  the  extension  of  service  outside  of 
what  might  be  called  the  Metropolitan  district.  That  is  why  I 
^ked  the  question.  I  think  you  have  answered  it,  but  I  want  to 
know  whether  that  was  generally  enforced  here  —  A.  Yes ;  we 
have  written  no  contracts  for  the  city  of  Buffalo  only  since  the 
11th  day  of  September,  1908. 

Q.  Do  you  mean  to  tell  the  Committee  anything  about  the  com- 
parative amount  of  service  which  this  extension  represents  in  the 
total  business  of  the  company  ?    A.  No,  I  could  not  say  as  to  that. 

By  Mr.  Page: 

Q.  Could  you  from  your  records  inform  yourself  in  regard  to 
that?    A.  You  mean  as  to  the  number  of  telephones  in  this  city  ? 

Q.  Yes.  How  many  telephones  are  there  within  the  city  of 
Buffalo  and  how  many  are  there  within  the  Metropolitan  district 
outside  of  the  city  of  Buffalo  ?  A.  Well,  yes,  our  records  would 
show  that. 

Q.  Will  you  inform  yourself  in  regard  to  that  ?    A.  Yes,  sir. 

Q.  And  furnish  the  information  to  the  Committee?  A.  Yes, 
sir. 


72  [Senatk 


By  Chairman  Davis  : 


Q.  Was  that  Metropolitan  district  created  for  the  purpose  of 
increasing  the  rates  of  the  users  within  the  city  of  Buffalo?  A. 
Well,  the  people  who  are  subscribers  to  the  city  of  Buffalo  con- 
tract pay  toll  to  these  points  outside  and  always  have. 

Q.  They  do  not  now  pay  them  ?    A.  Yes,  sir. 

Q.  Although  they  are  included  in  the  Metropolitan  district? 
A.  No,  subscribers  to  the  Buffalo  district  only  pay  toll  to  points 
outside  of  Buffalo  if  they  are  in  the  Metropolitan  district;  only 
subscribers  to  the  Metropolitan  contracts  get  free  service  to  the 
points  in  the  Metropolitan  district  outside  of  the  city  of  Buffalo. 

Q.  Can  you  tell  us  to  what  extent  you  increased  the  rates  for 
the  service  in  the  Metropolitan  district?  A.  Why,  the  former 
price  was  $48  for  unlimited  service  in  the  city  of  Buffalo.  We 
charge  $48  for  1,600  messages  in  the  Metropolitan  district,  and 
three  cents  a  message  for  all  over  the  1,600  messages. 

Q.  Whether  the  1,600  are  used  within  the  city  of  Buffalo  or  in 
the  town  of  Cheektowaga  ?    A.  Yes,  sir. 

By  Mr.  Page: 

Q.  If  a  resident  of  Buffalo  wanted  a  phone  and  did  not  care 
to  have  service  free  outside  of  the  city  of  Buffalo  and  within  the 
Metropolitan  district,  would  you  make  a  contract  with  him  at  the 
old  rate  ?    A.  No,  sir. 

Q.  Why?  A.  We  do  not  want  to  divide  the  thing  up.  We 
want  them  all  one  way  or  the  other.  It  is  the  policy  of  the  com- 
pany to  make  them  all  Metropolitan  contracts.  It  would  not  be 
policy  —  somebody  might  come  along  and  say  they  only  wanted  to 
use  it  on  Main  street. 

Q.  It  would  not  only  not  be  policy,  but  it  would  not  be  so  profit- 
able either,  probably,  would  it  ?    A.  No,  sir. 

Q.  Can  you  tell  the  Committee  about  how  many  inhabitants 
there  are  within  the  Metropolitan  district  outside  of  the  city  of 
Buffalo  ?    A.  No,  sir,  I  have  no  idea. 

Q.  Have  you  any  means  of  informing  yourself  in  regard  to 
that  ?    A.  I  could  get  probably  the  latest  census  of  those  towns. 

Q.  Will  you  look  that  up  and  give  the  Committee  that  infor- 
mation ?    A.  Yes,  sir,  I  will  do  so. 
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Bv  Vice-Chairman  Meeeitt: 

Q.  When  you  were  writing  contracts  for  the  city  of  Buffalo 
only,  was  there  any  subdivision  of  that  territory  ?    A.  No,  sir. 

By  Mr.  Page:  , 

Q.  Would  it  be  possible  for  you  to  determine  what  the  gross 
revenue  of  the  company  is  from  subscribers  within  the  city  of 
Buffalo,  and  what  the  gross  revenue  to  the  company  is  from  sub- 
scribers within  the  Metropolitan  district  outside  of  the  city  of 
Buffalo  ?    A.  Yes,  I  assume  our  books  would  show  that. 

Q.  Will  you  get  that  information  also  and  furnish  it  to  the 
Committee?  A.  Let  me  see  if  I  understand  you.  Rental  from 
telephones  outside  of  the  city  of  Buffalo  ? 

Q.  When  I  am  speaking  of  income,  I  mean  for  the  year,  for 
jour  last  fiscal  year.  What  was  the  total  gross  receipts  to  the  com- 
pany during  its  last  fiscal  year  from  its  subscribers  within  the  city 
of  Buffalo ;  what  were  the  total  gross  receipts  of  the  company  for 
its  last  fiscal  year  from  its  subscribers  within  the  Metropolitan 
district  and  without  the  city  of  Buffalo  ?    A.  Yes,  sir. 

Mr.  Page  :  That  is  all. 

By  Chairman  Davis: 

Q.  You  take  a  telephone  in  the  town  of  Cheektowaga,  for  in- 
stance ;  do  you  recall  the  rate,  for  the  class,  the  residence  telephone 
in  the  town  of  Cheektowaga,  the  residential  section?  A.  We 
have  only,  I  think,  two  or  three  telephones  in  the  town  of  Cheek- 
towaga. 

Q.  Tell  us  the  price  of  one?  A.  I  do  not  recall  what  they  are 
paying. 

Q.  Can  you  tell  the  price  of  a  telephone  in  the  town  of  West 
Seneca  ?  A.  We  have  several  rates  there ;  some  of  them  pay  only 
for  the  local  service,  and  then  others  pay  for  service  unlimited  to 
the  city  of  Buffalo. 

Q.  So  that  when  you  get  outside  of  the  city  of  Buffalo  and 
remain  within  your  Metropolitan  district,  then  you  make  a  differ- 
ent rate,  do  you  ?    A.  Yes,  sir. 

Q.  So  that  if  I  owned  a  telephone  in  the  town  of  Cheektowaga 
T  would  not  be  permitted  to  use  it  in  the  city  of  Buffalo  at  the 
same  rate  that  I  might  use  it  in  the  town  of  Cheektowaga,  is  that 
true  ?  A.  The  only  thing  you  could  talk  to  would  be  three  other 
telephones  in  the  town  of  Cheektowaga. 
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Q.  I  understand  that.  Would  you  give  me  service  through  the 
city  of  Buffalo,  throughout  the  city  of  Buffalo,  if  I  owned  a  tele- 
phone in  the  town  of  Cheektowaga  ?    A.  Yes,  sir. 

Q.  Without  extra  charge?  A.  Yes,  sir;  those  people  out  there 
pay  at  that  rate. 

Q.  And  you  cannot  tell  what  that  rate  is?  A.  I  do  not  recall 
it,  no,  sir.  In  the  village  of  Williamsville,  which  is  one  of  the 
towns  in  the  Metropolitan  district,  they  pay  $15  for  a  four-party 
line  residence  for  Williamsville  service  onlv. 

Q.  And  what  do  they  pay  for  an  unlimited  service  in  the  city 
of  Buffalo?  A.  We  have  not  given  them  that;  it  is  ten  cents  a 
message  to  Buffalo  and  fifteen  cents  for  local  service. 

Q.  I  say,  then,  if  I  only  telephoned  in  the  city  of  Buffalo  I 
could  talk  to  Williamsville  without  extra  charge,  but  if  I  had  a 
telephone  in  Williamsville  I  would  have  to  pay  some  rate  to  talk 
to  Buffalo?  A.  Yes,  sir.  The  peojile  in  Williamsville,  we  have 
given  them  a  phone,  but  none  of  them  seem  to  want  to  take  it. 

Q.  That  is  sort  of  a  hocus  pocus  scheme  wherein  you  are  able 
to  increase  the  number  of  telephones?  A.  We  have  given  the 
people  of  W^illiamsville  the  option. 

Q.  What  option  have  you  given  them?  A.  We  sent  a  matt 
around  in  the  village  of  Williamsville  and  asked  them  whether 
they  would  rather  have  a  lower  rate  with  toll  to  Buffalo,  or 
'whether  they  would  rather  pay  the  higher  rate,  giving  them  unlim- 
ited in  Williamsville  and  Buffalo,  and  the  consensus  of  opinion 
seemed  to  be  that  they  would  rather  pay  the  low  rate  for  limited 
service  only  and  then  the  toll  to  Buffalo. 

Q.  What  rates  did  you  give  them  ?  A.  The  same  rate  as 
Buffalo. 

Q.  The  same  rate  as  Buffalo?  A.  Yes.  It  would  give  them 
unlimited  in  Williamsville  and  Buffalo. 

Q.  But  there  is  no  advantage  for  the  subscribers  in  Williams- 
ville by  reason  of  being  within  the  Metropolitan  district?  A. 
There  would  be  that  advantage  because  they  seem  to  take  that 
rate  because  they  would  have  unlimited  service  in  Buffalo. 

Chairman  Davis  :  I  see.  I  guess  you  ought  to  be  regulated,  all 
right. 
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By  Mr.  Page: 

Q.  Just  one  question.  The  subscriber  in  Williamsville  on  the 
contract  that  you  were  suggesting  that  would  give  them  the  right 
to  free  conversation  with  Buffalo,  would  that  also  give  them  the 
right  to  talk  with  every  other  place  in  the  Metropolitan  district? 
A.  Yes,  sir. 

Q.  Without  charge  ?    A.  Yes,  sir. 

Q.  And  have  you  a  rate  sheet  showing  the  different  charges 
that  you  make  for  residential  and  business  offices  ?    A.  In  Buffalo  ? 

Q.  Throughout  the  Metropolitan  district  ?  A.  No  printed  rate 
sheet. 

Q.  You  could  make  one,  couldn't  you  ?  A.  We  could  make 
one,  yes,  sir. 

Q.  And  have  you  a  rate  sheet  showing  the  charges  made  by 
your  company  for  long-distance  service  ?  A.  We  have  some  small 
cards  for  a  few  towns;  but  not  all  the  towns,  no,  sir.  We  have 
traffic  books.  The  territory  is  divided  up  into  squares  and  it  is  so 
much  from  one  square  to  the  other  squares.  It  is  a  very  elaborate 
system. 

Q.  And  the  amount  is  printed  in  the  book  of  that  charge,  or 
does  that  have  to  be  filled  in?    A.  Filled  in. 

Q.  With  a  pen  or  pencil  ?    A.  Yes,  sir. 

Q.  So  that  the  book  as  printed  —  what  is  called  your  traffic 
book  —  without  the  addition  of  pen  or  pencil  additions,  conveys 
no  information  whatever  as  to  your  long-distance  charges?  A.  It 
simply  places  on  the  block,  as  we  call  it  —  the  town  is  located  and 
the  rate  from  any  particular  point  to  any  parti<?ular  block  has  to 
be  written  in  with  pencil. 

Q.  You  have  one  of  those  printed  books  with  the  rates  written 
in  on  the  different  blocks?  A.  On  long  distance  —  you  see  it  is 
different  for  every  block. 

Q.  Will  you  furnish  such  as  you  have  here  that  is  completed, 
showing  the  long-distance  charge  between  Buffalo  and  the  various 
towns  in  the  State  of  New  York  ?  A.  I  can  do  that  for  you ;  yes, 
Bir. 

Q.  And  also  the  schedule  that  I  spoke  about  in  regard  to  your 
local  traffic  rates  ?    A.  Yes. 

Q.  For  houses  and  business  offices  ?    A.  Yes,  sir. 
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Mr.  Page:  Mr.  Chairman,  Mr.  Moran,  assistant  corporation 
counsel  for  the  city  of  Buffalo,  has- just  handed  me  the  record  on 
appeal  in  the  case  of  the  city  of  Buffalo  against  the  Frontier  Tele- 
phone Company  and  the  Empire  City  Surety  Company.  This 
record  contains,  Mr.  Moran  informs  me,  .a  copy  of  the  Buffalo 
franchise  of  the  Frontier  Telephone  Company.  Does  the  Com- 
mittee think  it  would  be  desirable  to  have  that  made  a  part  of  the 
record  ? 

Chairman  Davis  :   Oh,  ves,  bv  all  means. 

Mr.  Page  :  It  is  not  the  entire  printed  case. 

Chairman  Davis  :  So  much  of  the  case  as  pertains  to  the  fran- 
chise ? 

Mr.  Page:  The  contract  of  the  city  with  the  telephone  com- 
pany is  found  on  pages  77  to  107,  both  inclusive.  I  suggest  the 
marking  of  the  entire  book  in  evidence  so  that  if  anything  else  in 
the  record  is  desired  by  the  Committee  they  can  use  it. 

Chairman  Davis  :  It  will  be  so  considered. 

(Book  received  in  evidence  and  marked  Exhibit  Xo.  3.) 

Mr.  Page  :  I  will  read  pages  77  to  107  of  Exhibit  No.  3.  They 
read  as  follows: 

Eesolved,  That  permission  be  and  it  is  hereby  granted  to  the  Frontier  Tele- 
phone Company  to  construct,  instaU,  operate  and  maintain  a  system  or  line  of 
telephones  for  public  and  private  use  in  the  City  of  BuflTalo,  and  to  construct 
conduits,  subways  and  manholes,  and  to  erect  poles,  place  wires,  conductors, 
cables,  and  all  necessary  equipments  and  appliances  for  such  purpose,  and  to 
carry  branch  or  house-top  lines,  and  to  make  house  and  building  connections 
along,  in,  over  and  under  the  streets,  avenues,  lanes,  squares,  alleys,  parks, 
bridges,  viaducts,  subways,  aqueducts  and  public  places  in  said  City,  and  to 
repair,  replace,  enlarge  and  extend  the  same  for  business  and  purpose  of  pro- 
viding means  of  communication  between  buildings,  structures  and  places, 
public  and  private,  in  said  City,  and  for  such  other  purposes  as  shall  be  con- 
sistent with  and  accessory  to  the  conduct  of  such  business;  and  such  Company 
shall  also  have  the  right  to  purchase,  lease  or  rent  any  underground  conduits 
that  may  have  been  or  may  hereafter  be  constructed  in  any  street,  avenue  or 
other  public  place  in  the  City  of  Buffalo,  and  to  acquire  the  right  to  use  and 
enjoy  any  conduits  which  may  have  been  or  may  hereafter  be  placed,  installed 
or  constructed  in  any  stret^t,  avenue  or  otlier  public  place  in  said  City,  and  to 
intercept  and  to  cross,  above  or  below,  the  conduits  of  others,  subject,  however, 
to  the  following  conditions,  provisions,  covenants  and  stipulations: 

First. — Nothing  contained  in  this  franchise  shall  authorize  or  permit  said 
Company  to  construct,  build  or  maintain  any  poles  or  overhead  wires   (except 
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such  distributing  poles  and  wires  as  the  Board  of  Public  Works  may  from 
time  to  time  approve)  on  any  of  the  following  streets  and  public  places,  viz.r 

Allen  street,  from  Main  street  to  Wadsworth  street. 

Auburn  avenue,  from  Livingston  street  to  Delaware  avenue. 

Bryant  street,  from  Richmond  avenue  to  Main  street. 

Carolina  street,  from  Tracv  street  to  Niasara  street. 

Church  street,  from  Pearl  street  to  Terrace. 

Chippewa  street,  from  Morgan  street  to  Georgia  street. 

Connecticut  street,  from  Normal  avenue  to  Bichmond  avenue. 

CoJunibia  street,  from  Buflfalo  River  to  Perrv  street. 
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Cottage  street,  from  Hudson  street  to  Maryland  street. 

Chenango  street,  from  West  Utica  street  to  West  Ferry  street. 

(linton  street,  from  Washington  street  to  Michigan  street. 

Delaware  avenue,  from  Virginia  street  to  Tupper  street. 

Detroit  street,  from  William  street  to  Howard  street. 

Ellioott  street,  from  Huron  street  to  Genesee  street. 

Eimwood  avenue,  from  Virginia  street  to  Amherst  street. 

Emslie  street,  from  Howard  street  to  William  street. 

Ferry  street,  from  West  avenue  to  Chenango  street. 

Ferry  street,  from  Norwood  avenue  to  Jefferson  street. 

Fulton  street,  from  Michigan  street  to  Louisiana  street. 

High  street,  from  Main  street  to  Ellicott  street. 

Huron  street,  from  Washington  street  to  Oak  street. 

Howard  street,  from  Jefferson  street  to  Newell  street. 

Hickory  street,  from  William  street  to  Genesee  street. 

Jefferson  street,  from  Swan  street  to  Best  street. 

Jersey  street,  from  Richmond  avenue  to  Seventh  street. 

Linwood  avenue,  from  Brvant  street  to  Ferrv  street. 

Linwood  avenue,  from  Summer  street  to  North  street. 

Lafayette  avenue,  from  (  hapin  Parkway  to  Elmwood  avenue 

I>exington  avenue,  from  Elmwood  avenue  to  Richmond  avenue. 

Massachusetts   avenue,   from   Fourteenth   street   to   Utica   street. 

Michigan  street,  from  Fulton  street  to  Perry  street. 

Michigan  street,  from  Clinton  street  to  William  street. 

Michigan  street,  from  Carroll  street  to  Myrtle  street. 

Michigan  street,  from  Genesee  street  to  Tupper  street. 

Main  street,  from  North  street  to  High  street. 

Main  street,  from  Ferry  street  to  Kensington  avenue. 

Main  street,  from  Scott  street  to  Terrace. 

Main  street,  from  Bryant  street  to  Riley  street. 

Maryland  street,  from  Cottage  street  to  Twelfth  street. 

Maryland  street,  from  Niagara  street  to  Seventh  street. 

Mississippi  street,  from  Perry  street  to  Scott  street. 

Metcalfe  street,  from  Clinton  street  to  Thomas  street. 

Niagara  street,  from  Pearl  street  to  Pennsylvania  street. 

North  street,  from  Main  street  to  Linwood  avenue. 

North  street,  from  Elmwood  avenue  to  Park  street. 

North  street,  from  Park  street  to  Delaware  avenue. 

Normal  avenue,  from  Rhode  Island  street  to   Connecticut  street. 

Newell   street,  from  Howard  street  to  William   street. 

Plymouth  avenue,  from  Jersey  street  to  Hudson  street. 
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Pearl  street,  from  the  Terrace  to  Tupper  street. 

Perry  street^  from  Michigan  street  to  Mississippi  street. 

Kichmond  avenue,  from  Summer  street  to  Jersey  street. 

Richmond  avenue,  from  Brvant  street  to  Utica  street. 

Riley  street,  from  Main  street  to  Michigan  street. 

Rhode  Island  street,  from  Seventh  street  to  Normal  avenue. 

Sj'camore  street,  from  Oak  street  to  Michigan  street. 

Summer  street,  from  Richmond  avenue  to  Linwood  avenue. 

Seneca  stieet,  from  Erie  street  to  Swan  street. 

South   Division   street,   from   Washington   street   to   Oak   street. 

South   Michigan   street,  from  Buffalo  river  to  canal. 

Smith  street,  from  Elk  street  to  Seneca  street. 

Scott  street,  from  Main  street  to  Mississippi  street. 

Twelfth  street,  from  Maryland  street  to  Virginia  street. 

Tupper  street,  from  Carolina  street  to  Michigan   street. 

Terrace,  from  Main   street   to   Pearl   street. 

Thomas  street,  from  Howard  street  to  Metcalfe  street. 

ITtica  street,  from  Massachusetts'  avenue  to  Delaware  avenue. 

Virginia  street,   from  Main   street   to  Jefferson   street, 

Virginia  street,  from  Tupper  stret»t  to  Main  street. 

Van  Rensselaer  street,  from  Carroll  street   to  Seneca  street. 

William  street,  from   Bennett  street   to  Jefferson   street. 

W^aahington    street,   from    Exchange   street    to   High   street. 

Wasiiington  street,  from  Perry  street  to  Scott  street. 

Whitney  place,  from  Carolina  street  to  Chippewa  street. 

Wells  street,  from  Exchange  street  to  Seneca  street. 

Anderson   place,   from   Richmond   avenue  to   the  end   of  street. 

Asliland  avenue,  from  Summer  street  to  Delavan  avenue  Avest. 

Auburn  avenue,  from  Livingston  street  to  Niagara  street. 

Bavnes  street,  from  Ferrv  street  to  Forest  avenue. 

Bird   avenue,   from  Niagara  street  to  Elmwood   avenue. 

Breckenridge  street,  from  Niagara  street  to  Elmwood  avenue. 

Broadway,  from  Washington  street  to  Belt  Line  R.  R. 

Carroll  street,  from  Washington  street  to  Michigan  street. 

Carolina  street,  from  Tracy  street  to  Tupper  street. 

Court  street,  from  Front  avenue  to  ^lain  <itreet. 

Church  street,  from  Pearl  street  to  Main  street. 

Chippewa  street,  from  Morgan  street  to  Ellicott  street. 

Connecticut  street,  from  Normal  avenue  to  Front  avenue. 

Cottage  street,  from  Maryland  street  to  Virginia  street. 

Clinton  street,  from  Michigan  street  to  Emslie  street. 

DelaAvare  avenue,  from  Church  street  to  Tupper  street. 

Delaware  avenue,  from  Virginia  street  to  West  Delavan  avenue. 

Edward  street,  from  Virginia  street  to  Main  street. 

Eagle  street,  from  Genesee  street  to  Michigan  street. 

Exchange  street,  from  Main  street  to  Michigan  street. 

Ellicott  street,  from  Exchange  street  to  Huron  street. 

Emslie  street,  from  Eagle  street  to  Howard  street. 

Ferry  street,  from  Niagara  street  to  West  avenue. 

Ferry  street,  from  Baynes  street  to  Norwood  avenue. 


No.  38.]  79 

Front  avenue,  from  Court  street  to  Niagara  street. 

Franklin  street,  from  Terrace  to  North  street. 

Grant  street,  from  Hampshire  street  to  Military  road. 

Genesee  street,  from  Niagara  square  to  Fillmore  avenue. 

Highland  avenue,  from  Richmond  avenue  to  Delaware  avenue. 

Hodge  avenue,  from  Ashland  avenue  to  Delaware  avenup. 

Huron  street,  from  Niagara  street  to  Genesee  street. 

Hovt  street,  from  West  Ferry  street  to  Forest  avenue. 

JeflFerFon  street,  from  Best  street  to  East  Ferry  street. 

Jersey  street,  from  Front  avenue  to  Seventh  street. 

Lin  wood  avenue,  from  Summer  street  to  Brvant  street. 

Lafayette  avenue,  from  Niagara  street  to  Elmwood  avenue. 

Lexington  avenue,   from   Elmwood  avenue   to  Delaware  avenue. 

Massachusetts  avenue,   from   Front  ave'nne  to  Fourteenth   street. 

Massachusetts  avenue,  from  Fifteenth  street  to  Richmond  avenue. 

Michigan  street,  from  Perry  street  to  Hamburg  canal. 

Michigan  street,  from  Myrtle  street  to  Clinton  street. 

Michigan  street,  from  William  street  to  Genesee  street. 

Main  street,  from"  Buffalo  river  to  Scott  «troet. 

Main  street,  from  Exchange  street  to  High  street. 

Main  street,  from  North  street  to  Bryajit  street. 

Main  street,  from  Riley  street  to  Ferry  street. 

Mohawk  street,  from   Pearl  street  to  Ellicott  street. 

North  Pearl  street,  from  Virginia  street  to  North  street. 

Norwood  avenue,  from  Summer  street  to  Lafayette  avenue. 

Niagara  street,  from  Main  street  to  Pearl  street. 

Niagara  street,  from   Pennsjivania  street  to  Forest  avenue. 

North  street,  from  Circle  to  Elmwood  avenue. 

North  street,  from  Delaware  avenue  to  Franklin  street. 

North  Division  street,  from  Main  street  to  Michigan  street. 

Oakland  place,  from  Summer  street  to  Bryant  street. 

Prospect  avenue,  from  Huron  street  to  Niagara  street. 

Porter  avenue,  from  Front  avenue  to  North  street. 

Perry  street,  from  Main  street  to  Misais-^ippi  street. 

Richmond  avenue,  from  the  Circle  to  Jersey  street. 

Richmond  avenue,  from  Summer  street  to  Bryant  street. 

Richmond  avenue,  from  West  Utica  street  to  Bidwell  place. 

Summer  street,  from  Linwood  avenue  to  Main  street. 

Seneca  street,  from  Emslie  street  to  Hydraulic  street. 

Swan  street,  from  Terrace  to  Michigan  street. 

South  Division  street,  from  Main  street  to  Washington  street. 

Scuth  Division  street,  from  Oak  street  to  Michigan  street; 

Scott  Ptreet,  from  Mississippi  street  to  Michigan  street. 

Twelfth  street,  from  Virginia  street  to  Carolina  street. 

Terrace,  from  Franklin  street  to  Pearl  street. 

L'tica  street,  from  Delaware  avenue  to  Humboldt  Parkway. 

W'illiam  street,  from  Michigan  street   to   Bennett   street. 

William  street,  from  Jefferson  street  to  Fillmore  avenue. 

Washington  street,  from  Scott  street  to  Exchange  street. 
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West  avenue,  from  Porter  avenue  to  Forest  avenue. 

Wadsworth  street,  from  Circle  to  Allen  street. 

Upon  the  above  mentioned  streets  and  public  places  and  parts  thereof  the 
Company  shall  carry  all  its  wires  and  cables  in  conduits. 

Second, —  That  nothing  contained  in  this  franchise  shall  be  construed  to 
grant  unto  said  Company  any  exclusive  right,  or  to  prevent  the  grant  of 
similar  privileges  to  other  individuals  or  companies,  for  like  purposes. 

Third. —  Such  underground  conduits  shall  be  of  sufficient  capacity  to  ac- 
commodate the  wires  of  said  Company  and  all  other  overhead  electrical  wire» 
of  other  companies  (exdept  electric  light,  heat,  power  and  street  railway- 
companies,  and  except  also  high  tension  currents),  now  in  the  streets,  alleys 
and  public  grounds  of  the  City  of  Buffalo,  and  the  same  shall  be  of  a  capacity 
which  shall  allow  an  increase  of  such  electrical  wires  therein  to  the  extent 
of  at  least  100  per  cent. 

Fourth. —  That  in  any  underground  conduits  constructed  by  the  Company 
sufficient  and  necessary  space  shall  be  reserved  for  the  use,  free  of  expense,, 
by  the  City  of  Buffalo,  of  any  telegraph  and  telephone  wires  belonging  to  it,, 
including  the  telegraph  and  telephone  wires  of  the  fire  and  police  depart- 
ments. The  electrical  superintendents  and  representatives  of  the  city  shall  be 
allowed  free  access  to  said  conduits  at  all  times  and  the  City  shall  have 
privileges  and  facilities  in  putting  in  or  taking  out  wires  equal  in  all  respects 
to  those  of  the  said  Frontier  Telephone  Company. 

Fifth. —  That  the  owners  of  other  electrical  wires  (except  electric  lights 
heat,  power  and  street  railway  companies  and  companies  operating  wires  with 
high  tension  currents)  may  occupy  and  use  the  conduits  of  the  Frontier  Tele- 
phone Company  upon  such  terms  and  conditions  as  may  be  agreed  upon  be- 
tween such  other  owner  and  said  company ;  such  other  owner  shall,  before  using^ 
such  additional  space  or  facilities,  make  compensaton  to  the  Company  re- 
ceiving this  grant,  for  the  use  and  enjoyment  thereof,  which  compensation 
shall  be  a  just  and  proportionate  part  of  the  cost  of  construction  of  the 
conduits  so  proposed  to  be  used,  and  of  the  expense  of  altering  and  repairing 
the  same,  together  with  six  (6)  per  cent,  interest  upon  such  proportionate 
part,  from  the  time  of  the  investment  thereof  by  the  Company  receiving  this 
grant,  and  in  case  the  Company  receiving  this  grant  and  such  other  Company, 
as  the  case  may  be.  shall  be  unable  to  agree  upon  such  compensation,  and  upon 
the  terms  and  conditions  of  using  such  conduits,  the  amount  then  and  sucb 
terms  and  conditions  shall  be  fixed  by  three  arbitrators,  one  to  be  named  by 
each  of  the  interested  parties  and  the  third  to  be  named  by  the  two  so  selected^ 
and  their  determination  shall  be  final.  And  in  case  the  two  arbitrators  cannot, 
or  do  not  agree  upon  a  third  arbitrator  within  thirty  days  after  the  applicatioir 
for  such  use,  the  Mayor  shall  appoint  some  disinterested  person  and  taxpayer  aa- 
such  third  arbitrator,  and  the  decision  of  the  majority  of  such  arbitrators  as 
to  the  terms  and  conditions  of  using  the  conduits  shall  be  binding  upon  both 
parties.  If  the  said  Frontier  Telephone  Company  shall  fail  to  appoint  its 
arbitrator,  the  Mayor  may  appoint  an  arbitrator  for  the  Company  with  fuir 
power  to  act. 

Sixth. —  Whenever   the   Company    shall    desire   to   lay   conduits   under   this 
grant,  it  shall  file  with  the  Board  of  Public  Works  a  plan  drawn  to  scale,, 
showing  the  streets,  avenues,  alleys  or  other  public  places,  or  parts  thereof,.    • 
in  which  it  proposes  to  construct  and  lay  conduits,  and  the  particular  part; 
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thereof  it  proposes  to  occupy  for  such  purpose,  also  the  present  conduits  and 
underground  improvements,  and  shall  at  the  same  time  present  and  file  with 
said  board  definite  written  specifications  of  the  said  conduits  proposed  to  he 
laid  by  it,  specifying  the  material  and  dimensions  thereof,  the  proposed  depth 
of  the  conduits,  the  method  of  insulation,  and  the  devices  to  be  used  for  the 
protection  of  life  and  property,  which  shall  be  the  most  approved,  and  said 
Company  shall  not  have  authority  to  proceed  with  any  of  said  work  until 
said  board  shall  have  approved  such  plans  and  specifications,  as  modified  or 
amended;  said  board  shall  be  authorized  to  modify  or  amend  such  plans  in 
such  particulars  as  it  shall  deem  necessary  for  the  public  interests  and  the 
protection  of  life  and  property;  and  any  such  changes  or  amendments  shall 
be  at  the  expense  of  the  Company;  when  said  board  shall  have  approved  such 
plans  and  specifications  the  same  shall  be  filed  and  kept  in  the  ofiice  of  the 
Bureau  of  Engineering,  and  the  expense  of  amending  or  correcting  such  plans 
shall  be  borne  and  paid  for  by  the  Company;  when  finally  amended  and  cor- 
rected the  board  shall  issue  a  permit  to  the  Company  authorizing  it  to  lay 
such  conduits. 

All  work  authorized  and  required  by  this  grant  shall  be  done  by  the  Com- 
pany in  a  safe,  thorough  and  workmanlike  manner,  and  under  the  super- 
vision and  subject  to  the  approval  of  the  Board  of  Public  Works,  or  such 
inspector  or  inspectors  as  it  may  appoint.  The  Company  shall  repair  all 
injury  and  damage  done  to  streets  in  which  it  shall  do  any  work,  and 
restore  the  pavements,  curbing,  gutters,  sidewalks,  water  and  gas  mains  and 
sewers  injured.  Said  board  may  stop  and  prohibit  any  work  if  not  done 
pursuant  to  such  plans  and  specifications  as  finally  approved  and  required 
by  it,  and  said  board  may,  at  the  expense  of  said  Company  at  any  time  and 
without  notice,  do  any  and  all  work  necessary  to  repair  or  restore  any  street, 
avenue,  alley  or  other  public  place  left  by  said  company  in  a  condition  danger- 
ous to  life  or  property,  to  a  safe  condition  in  these  regards,  and  said  Com- 
pany shall,  upon  demand,  pay  the  City  all  cost  of  inspectors  and  of  super- 
vising such  construction  and  the  cost  of  doing  such  work. 

No  lands  or  properties  over  which  the  Board  of  Park  Commissioners  have 
jurisdiction  shall  be  entered  upon  pursuant  to  this  grant,  unless  and  until 
the  Board  of  Park  Commissioners  shall  give  their  consent  thereto. 

Seventh. —  That  said  Company,  upon  reasonable  notice  from  the  Board  ot 
Public  Works,  shall,  at  its  own  expense,  from  time  to  time,  adopt  and  use 
such  approved  methods  and  devices  and  make  such  changes  and  alterations 
in  its  poles  and  conduits  for  the  purpose  of  protecting  life  and  property  as 
the  Board  of  Public  Works  may,  with  the  approval  of  the  Common  Council, 
require,  and  in  case  of  its  failure  so  to  do,  said  board  may,  after  reasonable 
notice  to  said  Company,  furnish  the  material  and  do  the  work  necessary  to 
that  end,  and  said  Company  shall,  upon  demand,  pay  the  cost  thereof,  to  said 
City. 

Eighth. —  The  said  Company  shall,  immediately  upon  notice  from  the  Board 
of  Public  Works,  and  at  its  own  expense,  raise  or  lower  any  wire  or  cable 
maintained  by  it,  and  move  any  pole  or  conduit  to  permit  the  making  of  any 
local  improvement,  or  laying  of  sewer  or  water  main,  or  branch  thereof,  and 
on  its  failure  to  comply  with  such  notice  the  said  board  may  do  the  same, 
and  said  Company  shall,  on  demand,  pay  the  cost  thereof. 

Ninth. —  The  Common  Council  may,  from  time  to  time,  on  the  recommenda- 
tion of  the  Board  of  Public  Works,  require  that  all  wires  to  be  strung  under 
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this  grant,  or  any  part  thereof,  shall  be  placed  under  ground  within  a  reason- 
able time. 

.  Tenth. —  That  before  exercising  any  of  the  privileges  granted  by  this  fran- 
chise and  within  one  month  from  the  acceptance  of  this  grant  in  writing,  to 
be  file'd  with  the  City  Clerk,  the  Frontier  Telephone  Company  shall  file  with 
the  Comptroller  of  the  City  of  Buffalo  a  bond   for  the  term   of  five  years, 
which  shall  be  renewed  every  five  years  thereafter,  with  sufficient  surety  or 
sureties  or  with  security  to  be  approved  by  the  Mayor  in  the  sum  of  one 
hundred   thousand  dollars    ($100,000),  conditioned   that  said  Company   shall 
and  will  indemnify  and  save  harmless  the  Citv  of  Buffalo,  its  officers,  agents 
and  servants,  of,  from  and  against  all  damage  to  person  or  property  by  reason 
or  on  account  of  any  act  or  omission  of  said  Company  in  carrying  out  the 
provisions   of   this  grant;    and   shall   and  will   save   harmless  the   said   City 
against  any  and   all  claims,  suits,  demands,  loss,  costs,  damage  or   expense 
arising,  accruing  or  claimed  against  it  for  or  on  account  of  any  such  act  or 
omission,  or  for  or  on  account  of  the  happening  of  any  accident  in  the  prose- 
cution of  the  work  of  carrying  out  the  provisions  of  this  grant,  due  in  any 
degree  to  any  act  or  omission  on  the  part  of  said  Company,  its   servants, 
employees,  contractors  or  assigns,  and  that  said  Company  will  properly  and 
speedily  replace  and  repave  any  opening  caused  by  the  said  Company,  its  ser- 
vants, employees,  contractors  or  assigns,  in  any  street,  avenue  or  other  public 
place,  and  will  keep  the  part  of  said  pavements  so  replaced  and  repaved  in 
proper  repair  for  five  years  thereafter;  and  that  the  Frontier  Telephone  Com- 
pany will  pay  all  expenses  of  the  City  in  supervising  the  construction  of  its 
conduits,   or   in   the   doing   of   any   work   made   necessary   by   the   neglect    or 
refusal  of  the  Frontier  Telephone  Company  to  construct  such  conduits  in  tlie 
manner  approved   by   and   as  directed  by  the  Board   of   Public   Works;    and 
the  said  Company  will  pay  to  the  City  of  Buffalo  the  percentages  of  its  gross 
receipts  as  hereinafter  specified,  and  all  other  moneys  to  be  paid  to  the  City 
under  the  provisions  hereof.    Each  bond   (including  renewal  bonds)   shall  con- 
tinue in  force  until  the  renewal  thereof  is  filed  and  approved.     In  all   cases 
where  there  is  a  guaranty  of  maintenance  existing  with  regard  to  the  pave- 
ment in  any  street  or  public  place  and  such  pavement  is  disturbed  by  the  said 
Frontier  Telephone  Company,  then  the  stipulations  and  provisions  herein  con- 
tained requiring  the  said  Company  to  replace  and  k€»ep  in  good  condition  and 
repair  any  pavement  disturbed  by  it  for  the  period  of  five  years,  shall  extend 
beyond   such  period  of  five  years  and  for  the  remainder  of  the  term   of  the 
guaranty  of  maintenance. 

Eleventh. —  The  Company  shall  not,  during  the  life  of  this  franchise,  charg^e 
to  any  person  within  the  City  limits  for  the  use  of  said  telephones,  any  sum 
in  excess  of  forty-eight  dollars  ($48)  per  year  per  instrument  for  business 
purposes,  upon  metallic  circuits  and  direct  wires,  with  unlimited  use  day  and 
night;  or  forty  dollars  ($40)  per  year  per  instrument  for  business  purporses, 
upon  metallic  circuits  and  a  two-party  wire,  with  unlimited  use  day  and 
night;  or  thirty-two  dollars  ($32)  per  year  per  instrument  for  business  pur- 
poses, upon  metallic  circuits  and  a  three-party  wire,  with  unlimited  use  day 
and  night;  or  twenty-four  dollars  ($24)  per  year  per  instrument  for  business 
purposes,  upon  metallic  circuits  and  a  four-party  wire,  with  unlimited  use 
day  and  night;  or  thirty-six  dollars  ($36)  per  year  per  instrument  for  resi- 
dence purposes,  upon  metallic  circuits  and  direct  wires,  with  unlimited  use 
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day  ami  night;  or  twenty-four  dollars  ($24)  per  year  per  instrument  for 
residence  purposes,  upon  metallic  circuits  and  a  two-party  wire,  with  un* 
limited  use  day  and  night;  or  twenty  dollars  ($20)  per  year  per  instrument 
for  residence  purpo!5<»-,  upon  metallic  circuits  and  a  three-party  wire,  with 
unlimited  use  day  and  night;  or  fifteen  dollars  ($15)  per  year  per  instrument 
for  residence  purpoi^es;  upon  metallic  circuits  and  a  four-party  wire,  with 
unlimited  use  day   and  night. 

Nor  shall  said  Company  charge  more  than  5  cents  for  any  single  message 
from  any  public  pay  station  to  any  other  telephone  of  said  Company  within 
tie  City  of  Buffalo.  The  price  of  desk  extension  telephones  shall  not  exceed 
twelve  dollars    ($12)    each   per  year. 

Ticelfth. —  Said  Company  shall  give  to  the  City  of  Buffalo  for  the  use  of  its 
offices  and  departments,  free  of  expense,  one  hundred  (100)  telephones,  or  as 
many,  not  exceeding  said  number,  as  the  Common  Council  of  said  City 
shall  from  time  to  time  require,  the  City  offices  and  buildings  in  wiiich  the 
same  are  to  be  located  to  be  determined  bv  the  Common  Council.  All  tele- 
plion«*R  furni-hed  for  the  use  of  the  City  shall  be  upon  metallic  circuits,  direct 
wires  and  long  distance  transmitters;  the  service  shall  be  unlimited  day  and 
night,  and  ?hall  be  as  good  service  as  furnished  to  its  regular  subscril)ers. 
Any  additional  telephones  used  by  the  City  shall  be  charged  for  at  a  rate  not 
exceeding  forty  dollars  ($40)  for  each  telephone  upon  metallic  circuits,  direct 
*ires,  and  long  distance  transmitters,  unlimited  service  day  and  night,  pro- 
vided tliat  for  telephones  on  other  than  direct  wires  charges  shall  be  at  the 
rates  herein  fixed  for  residence  purposes. 

Thirteenth. —  Before  said  Frontier  Telephone  Company  shall  string  its  wires 
<>vpr  the  trolley  wires  of  the  street  surface  railway,  it  shall  give  a  reasonable 
notic?  to  tlie  railway  company,  and  shall  take  such  precautions  to  prevent  its 
wire?-,  from  coming  in  contact  with  said  trollev  wires  or  other  wires  in  the 
streets  a*  may  be  prescribed  by  the  Board  of  Public  Works. 

Fourteenth. —  Ibis  franchise  is  also  granted  subject  to  such  regulation^  as 
the  Common  Council  or  the  Board  of  Public  Works  mav  hereafter  and  from 
time  to  time  prescribe,  looking  to  the  safe,  proper  and  convenient  construc- 
tion, maintenance  and  use  of  electrical  conductors  in  said  city.  Such  rules 
and  regulations  may,  among  other  things,  relate  to  the  erection,  maintenance 
or  removal  of  poles,  the  location  and  stringing  of  wires,  the  construction  and 
maintenance  of  conduits  and  manholes,  the  manner  of  placing  and  maintain- 
ing electrical  conductors  in  such  conduits  and  manholes,  and  to  other  details 
of  the  construction,  operation  and  maintenance  of  subways,  conduits,  poles, 
supports  and  electrical  conductors  and  appliances  generally,  in  said   City. 

Fifteenth. —  The  work  on  such  telephone  system  must  be  actually  begun 
within  three  months  from  the  acceptance  of  this  franchise,  and  shall  be  prose- 
ciited  diligently  and  at  least  two  miles  of  conduits  shall  be  constructed  and 
laid  or  acquired  on  or  before  October  1,  1902;  and  the  Company  shall  be 
ready  to  commence  the  furnishing  of  service  to  the  public  on  or  before 
December  31,  1903,  and  said  plant  shall  be  in  operation  with  .at  least  three 
thousand  five  hundred  (3,500)  telephones  in  use  by  December  31,  1903.  Pro- 
viiied,  however,  that  delays  not  exceeding  two  (2)  additional  years  caused 
by  strikes  or  by  injunctions  or  other  legal  proceedings,  or  by  the  act  of  God, 
and  for  any  of  which  said  Company  shall  in  no  way  be  responsible,  shall  not 
be  considered  a  part  of  the  time  above  limited. 
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Sixteenth. —  The  Company  may  be  required  by  the  Common  Council  to  con- 
struct additional  conduits,  or  to  erect  additional  poles,  to  carry  its  own  wire» 
and  extend  its  system  in  streets  where  the  Common  Council  shall  determine 
the  public  interests  so  require. 

Seventeenth. —  Said  Company  shall  pay  to  the  City  of  Buffalo  ten  thousand 
dollars  ($10,000)  upon  and  accompanying  acceptance  of  this  grant  by  the 
Company,  and  fifteen  thousand  dollars  ($15,000)  additional  upon  the  ap- 
proval of  its  initial  construction  plans  by  the  Board  of  Public  Works,  which 
plans  shall  be  filed  not  later  than  May  1,  1002,  and  shall,  during  the  life  of 
this  franchise,  and  in  consideration  for  the  same  and  the  .privileges  hereby 
accorded,  pay  to  the  City  of  Buffalo,  annually  three  (3)  per  cent,  upon  the 
gross  receipts  of  its  business,  derived  from  any  and  all  sources,  beginning 
December  31,  1903.  The  gross  receipts  above  referred  to  shall  include  a  fair 
proportion  of  all  amounts  earned  or  received  by  said  Company  for  messages 
sent  or  received  to  or  from  the  City  of  Buffalo,  and  from  or  to  points  outside 
of  said  City.  The  Company  shall  in  the  month  of  January  of  each  year, 
beginning  in  January,  1904,  make  and  file  with  the  Comptroller  a  verified 
statement  showing  such  gross  receipts  derived  from  any  and  all  sources  of 
the  Company  for  the  preceding  year  ending  December  31st,  and  pay  there- 
with to  the  Comptroller  for  the  City  of  Buffalo  such  three  (3)  per  cent, 
thereof.  The  Comptroller  shall  be  permitted  to  verify  such  statements,  if 
desired,  and  for  that  purpose  he,  or  his  authorized  representative,  may  exam- 
ine the  books,  records  and  papers  of  said  Company.  .  Such  payment  of  such 
sums  and  percentage  of  gross  receipts  shall  not  be  considered  in  the  nature  of 
a  tax,  and  shall  not  be  deducted  from  any  tax  or  assessment  based  upon  the 
assessment  made  by  the  State  Board  of  Tax  Commissioners,  but  such  payment 
of  such  percentage  shall  be  in  addition  to  any  tax. 

Eighteenth. —  The  City  of  Buffalo  shall  have  the  right  of  purchasing  all  the 
assets,  properties  and  effects  of  The  Frontier  Telephone  Company  at  the  expi- 
ration of  forty  (40)  years  from  the  date  of  the  approval  of  this  franchise  by 
the  Mayor  provided  it  shall  have  duly  notified  said  Company  of  its  intention 
to  purchase  the  same  at  any  time  prior  to  the  expiration  of  thirty-seven  (37) 
years  from  the  date  of  such  approval.  If  the  City  shall  elect  to  purchase 
such  plant,  it  shall  designate  an  arbitrator  to  act  upon  its  part,  and  upon 
receipt  of  notice  of  intention  upon  the  part  of  the  City  to  buy  said  plant 
such  Company  shall,  within  thirty  (30)  days  thereafter,  select  an  arbitrator 
upon  its  part,  and  the  two  arbitrators  thus  appointed  shall  assess  and  deter- 
mine the  value  of  the  assets,  properties  and  effects  of  said  Company,  exclusive 
of  the  franchise  and  of  the  privileges  hereby  granted,  and  if  such  arbitrators 
cannot  agree  they  shall  select  a  third  arbitrator.  If  the  Company  shall  fail 
to  appoint  its  arbitrator  the  Mayor  of  the  City  shall  appoint  an  arbitrator 
for  the  Company  with  full  power  to  act,  and  in  case  the  two  arbitrators  can- 
not or  do  not  agree  upon  a  third  arbitrator  within  thirty  (30)  days  after 
their  appointment,  the  Mayor  of  the  City  shall  appoint  some  disinterested 
person  as  such  third  arbitrator.  A  majority  of  the  three  arbitrators  thus 
appointed  shall  fix  and  determine  the  amount  which  the  City  of  Buffalo 
shall  be  required  to  pay  over  to  The  Frontier  Telephone  Company  for  such 
assets,  properties  and  effects.  When  such  arbitrators  shall  have  made  their 
report  and  within  sixty  (60)  days  thereafter,  and  after  the  expiration  of 
said  period  of  forty    (40)    years,  the  City  of  Buffalo  may,  upon  paying  the 
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Amount  of  such  appraisal,  acquire  the  iTssets,  properties  and  effects  of  said 
Company,  including  said  franchise  and  the  privileges  hereby  accorded,  and 
said  Companr  shall  thereupon  assign,  grant  and  transfer  to  the  City  all  of 
such  assets,  properties  and  effects  including  said  franchise  and  the  privileges 
hereby  accorded.  If  the  City  of  Buffalo  shall  not  exercise  such  right  of  pur- 
chase, the  City  and  the  said  Company  may  agree  upon  a  period  of  continu- 
ance of  said  franchise  and  the  privileges  accorded,  upon  such  terms  and  con- 
tritions as  may  be  mutually  agreed  upon,  and  in  case  of  their  failure  so  to 
agree,  such  period  and  such  terms  and  conditions  shall  be  determined  by  arbi- 
tration in  all  respects  and  in  like  manner  and  with  like  effect  as  the  arbi- 
tration above  provided  for  terms  of  purchase.  If  the  method  of  purchase 
ly  arbitration  above  provided  for  shall  fail  for  any  reason,  then  the  City 
of  Buffalo  may  institute  an  action  in  equity  in  the  Supreme  Court  of  the 
State  of  Xew  York,  and  therein  secure  the  determination  of  the  amount  which 
the  City  of  Buffalo  is  required  to  pay  to  acquire  such  assets,  properties  .and 
effects  of  said  The  Frontier  Telephone  Company,  and  when  a  final  determina- 
tion shall  have  been  rendered  in  said  action,  the  City  of  Buffalo  shall  have 
sixty  (60)  days  thereafter  and  after  the  expiration  of  the  aforesaid  forty 
(40)  years,  within  which  to  pay  the  amount  so  fixed  and  determined,  or  in 
lieu  of  such  action  in  equity,  the  City  of  Buffalo  may  acquire  said  property 
and  rights  of  said  Company  by  eminent  domain  proceedings,  under  any  law 
permitting  such  proceedings.  In  no  case  shall  any  amount  be  paid  by  the 
said  City  for  said  Company's  franchise  nor  for  the  privileges  hereby  granted. 

yineteenth. —  The  provisions  herein  made  for  free  telephone  service  to  be 
furnished  the  City  of  Buffalo,  and  the  percentage  to  be  paid  by  the  Frontier 
Telephone  Company  upon  its  gross  receipts,  are  conditioned  upon  the  City  ot 
Buffalo,  not,  hereafter,  granting  to  any  other  telephone  company  or  com- 
panies, or  any  other  telephone  company  or  companies  lawfully  obtaining  or 
lawfully  doing  business  in  said  City  under  terms  or  conditions  more  favorable 
to  such  company  or  companies  than  are  herein  granted  to  said  Frontier  Tele- 
phone Company,  unless  the  same  or  similar  terms  and  conditions  are,  upon 
demand,  granted  or  accorded  by  said  City  so  far  as  then  may  be,  to  the  said 
Frontier  Telephone  Company.  But  in  no  event  shall  any  percentages  or  sums 
of  money  theretofore  earned  or  paid  to  the  City  be  withheld  or  refunded  nor 
any  charge  for  past  service  be  made. 

Twentieth. —  Any  of  the  provisions  contained  in  Chapter  X  of  the  City  Ordi- 
nances inconsistent,  or  in  conflict  with  the  terms  and  provisions  of  this  grant, 
shall  not  apply  to  this  grant,  but  said  Frontier  Telephone  Company  shall  at 
all  times  be  subject  to  such  reasonable  general  ordinances  as  the  Common 
Council  shall  from  time  to  time  enact,  not  inconsistent  with  any  express 
material  provision  of  this  grant. 

Twenty-fir8i, —  Said  Frontier  Telephone  Company  shall  file  with  the  Comp- 
troller of  the  City  of  Buffalo,  within  one  month  after  the  acceptance  of  this 
grant,  a  bond  for  the  term  of  five  years,  which  bond  is  to  be  renewed  every 
five  years  thereafter,  with  sufficient  surety  or  sureties  or  security,  to  be 
approved  a^  to  its  form  by  the  Corporation  Counsel,  and  as  to  the  sufficiency 
of  the  surety  or  sureties  or  securities  by  the  Mayor  of  said  City,  in  the  sum 
of  fifty  thousand  dollars  ($50,000),  conditioned  that  the  work  on  said  tele- 
phone system  will  be  begun  and  will  be  in  operation  within  the  time  and  as 
provided  in  paragraph  15  of  this  grant;  that  the  franchise  and  property 
of  said  Frontier  Telephone  Company  shall  not  be  sold,  transferred  or  leased 
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to  any  competing  corporation  or  t«  any  other  telephone  company,  or  any 
officer  or  officers  thereof;  that  said  telephone  business  shall  be  so  conducted 
as  not  wilfully  or  intentionally  to  impair  or  destroy  competition  in  the  use 
of  telephones  as  between  companies  doing  business  in  said  City,  and  especially 
as  against  the  Bell  Telephone  Company  or  any  allied  company,  that  said 
Company  will  not  raise  or  attempt  to  raise  its  rates  beyond  those  herein  estab- 
lished; that  it  will  not  cease  the  substantial  operation  of  its  plant  to  exceed 
one  year  after  beginning  operations;  that  it  will  not  refuse  new  subtcriptionft 
along  established  lines;  that  it  will  not  refuse  new  subscriptions  at  the  rates 
herein  established;  that  it  will  give  good  and  efficient  telephone  service  in 
said  C  ity,  and  that  it  will  carry  out  each  and  every  material  provision  of  this 
grant  in  its  ti'ue  intent  and  r^pirit.  But  nothing  herein  contained  shall  be 
construed  to  prevent  said  Frontier  Telephone  Company  from  consolidating 
with  or  selling  or  leasing  its  plant  to.  any  telephone  company  doing  business 
wholly  and  exclusively  outside  of  the  City  of  Rutfalo  and  other  than  the  Bell 
Telephone  Company,  or  any  allied  corporation,  for  the  purpose  of  giving  to 
subscribers  within  the  C  ity  telephonic  service  with  places  beyond  the  City 
limits;  provided  that  competition  in  the  use  of  telephones  as  between  com- 
panies in  said  (  ity  is  maintained  according  to  the  spirit  and  intent  thereof; 
and  all  the  provisions  of  this  grant  shall  apply  to  any  such  company  with 
which  said  Frontier  Telephone  Company  may  consolidate,  or  to  which  it  may 
sell  or  lease  its  plant,  to  all  intents  and  purposes,  as  though  said  C^ompany 
were  expressly  mentioned  herein.  The  amount  named  in  said  bond  shall  upon 
a  breach  of  any  of  the  conditions  therein  named,  be  stipulated  and  liquidated 
damages,  and  not  a  penalty. 

Ticenty-second. —  Should  said  Frontier  Telephone  Company  violate  any  of 
the  conditions  of  said  la^^t-mentioned  bond  of  fifty  thousand  dollars  ($50,000) 
or  any  renewal  thereof,  then  the  (  ity  of  Buffalo  shall,  at  the  option  of  the 
Common  Council,  in  addition  to  the  amount  stipulated  in  the  last-mentioned 
bond,  forthwith  become  the  absolute  owner  of  all  the  property  of  said  Com- 
pany located  within  the  C  ity  of  Buffalo  and  constituting  its  telephone  plant, 
exclusive  of  lands  and  buildings,  but  including  ail  telephones,  wires,  poles, 
conduits,  machinery,  switchboards  and  appliance;^  used  in  connection  with 
said  telephone  business  in  said  City  and  annexed  to  said  buildings  or  other- 
wise. And  said  C  ity  shall  have  the  right  to  a>'Mume  any  leases  of  real  prop- 
erty occupied  by  such  plant,  and  to  occupy  any  buildings  that  may  be  owned 
by  said  Company,  until  said  C  ity  can  conveniently  find  other  quarters.  The 
bonds  provided  for  in  this  grant  shall  provide  that  they  will  continue  in 
force  until  the  renewal  bonds  shall  be  submitted  and  approved. 

Tweniy-tbinl. —  Said  Frontier  Telephone  Company  shall  file  its  written 
acceptance  of  this  franchise  with  the  (  lerk  of  the  (  ity  of  Buffalo  within  one 
month  after  the  granting  of  the  same,  and  shall  file  the  bonds  hereinbefore 
mentioned  at  the  times  and  plaws  specified,  and  in  ca?e  said  Company  fails 
to  file  Kaid  acceptance  and  snid  bonds  as  aforesaid,  it  shall  forfeit  all  rights 
under  tliis  grant,  and  the  same  shall  be  null  and  void. 

Ticenly-fourth. —  In  consideration  of  this  grant  and  its  various  provisions 
and  the  modification  and  waiver  by  the  (  ity  of  the  existing  ordinances  and 
regulations  relating  to  the  use  of  the  streets  by  telephone  companies  herein 
provided,  said  The  Frontier  Telephone  Company,  in  accepting  tUis  grant, 
waives  and  agrees  to  waive  all  con'*titutional  and  statutory  provisions  of  the 
United  States  and  the  State  of  New  York  in  conflict  with  this  grant  or  that 
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might  relieve  it  from  its  obligations-  to  the  City  under  said  grant,  and  said 
Company  shall,  with  its  acceptance  of  this  grant,  file  such  waiver  and  agree- 
ment in  writing  under  its  corporate  seal  duly  executed  and  acknowledged  by 
its  proper  officers. 

Twenty-fifth. —  All  power  and  authority  herein  conferred  upon  the  Board 
of  Public  Works  may  be  exercised  by  any  board  or  officer  succeeding  to  the 
powers  of  the  Board  of  Public  Works. 

XI. 

1  hereafter  and  on  the  JOth  day  of  January,  1902,  said  The  Frontier  Tele- 
phone Company  accepted  said  consent,  grant  and  franchise  and  filed  in  the 
office  of  the  Clerk  of  the  City  of  Buffalo  a  written  acceptance  thereof,  duly 
executed,  in  words  and  figures  as  follows: 

To  Chables  F.  Susdobf, 

Clerk  of  the  City  of  Buffalo: 

Sir. —  You  will  please  take  notice  that  The  Frontier  Telephone  Company 
does  hereby  accept  a  certain  consent,  grant  or  franchise  which  has  been 
adopted  by  the  Common  Council  of  the  City  of  Buffalo,  and  which  was  signed 
and  approved  by  the  Mayor  of  the  City  of  Buffalo  on  the  13th  day  of  Decem- 
ber, 1901,  wherein  and  whereby  permission  was  granted  to  said  The  Frontier 
Telephone  Company  to  construct,  install,  operate  and  maintain  a  system  or 
line  of  telephones  for  public  and  private  use  in  the  City  of  Buffalo,  subject 
to  certain  conditions  therein  expressed. 

In  Witness  Whereof  said  The  Frontier  Telephone  Company  has  caused  its 
corporate  seal  to  be  hereunto  affixed  and  this  instrument  to  be  signed  by  its 
President  and  attested  by  its  Secretary  this  10th  day  of  January,  1902. 

(Signed)  ELGOOD  C.  LUFKIN, 

(Seal)  President. 

Attest : 

Charles  B.  Hiij,,  Secretary. 

Chairman  Davis  :   Anything  else  ? 

Mr.  Page  :  No.    There  are  no  other  witnesses  here. 

Chairman  Davis:  Mr.  Farthing,  do  you  wish  to  again  address 
the  Committee  ? 

Mr.  Farthing:  As  stated  by  the  gentleman  that  preceded  me 
that  I  was  using  this  — 

Chairman  Davis:  Perhaps  we  will  put  you  under  oath  now. 

Alfred    B.    Farthino,    being    duly    sworn,    testified    a^ 
follows : 

The  first  contract,  gentlemen,  was  made  in  1002.  This  contract 
was  in  vogue  until  this  new  contract  made  by  the  company  in 
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1908.  The  old  contract  calls  it  a  residence,  and  in  1908  they 
called  it  the  residence  —  same  time  —  six  years  afterwards.  I 
have  never  in  my  life  used  it  otherwise.  If  I  was  at  home  and 
I  wanted  to  call  downtown  I  think  I  would  have  the  privilege  if 
it  was  a  business  matter  to  call  over  the  phone  at  the  house.  It 
is  all  the  business  the  phone  has  been  used  for. 

Vice-Chairman  Merritt:  What  is  your  business,  Mr.  Far- 
thing ? 

Mr.  Farthixo:  Plumbing  and  steam  fitting  contractor. 

Vice-Chairman  Merritt:  This  phone  is  in  your  house  or  in 
your  office? 

Mr.  Farthing:  In  the  house,  sir;  has  nothing  to  do  with  the 
store  at  all ;  no  connection  with  it. 

By  Mr.  Page: 

Q.  How  far  from  your  residence  to  the  store  or  place  of  busi- 
ness ?    A.  I  should  judge  ninety  feet. 

Q.  Do  you  ever  go  from  your  place  of  business  to  the  house  to 
telephone  on  a  business  matter  ?    A.  No,  not  to  my  knowledge. 

Q.  Do  you  have  a  telephone  in  your  place  of  business  ?  A.  I 
did  at  that  time. 

Q.  One  of  the  Frontier  telephones  ?    A.  No,  sir,  the  Bell. 

Mr.  Page  :   That  is  all. 
By  Chairman  Davis: 

Q.  Have  you  any  objection  to  leaving  this  contract  with  us? 
A.  No,  sir. 

(Proposed  contract  marked  Exhibit  4  for  identification. 
Contract  marked  Exhibit  5  for  identification.) 

Daniel  J.  Kenefick  :  May  I  make  a  few  statements  on  behalf 
of  the  Federal  and  Frontier  Companies?  Prior  to  the  entry  of 
the  Frontier  Telephone  Company  into. the  city  of  Buffalo  in  1901, 
the  Bell  Telephone  Company  had  an  imlimited  field  here  —  no 
competition.  They  obtained  the  rights  to  enter  the  city  of  Buf- 
falo without  any  conditions  being  imposed  on  them  at  all,  either 
in  the  way  of  rights  or  in  the  way  of  keeping  up  competition,  or 
in  the  way  of  free  telephones  or  anything  else. 
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Chairman  Davis  :  The  Bell  Company  ? 

Judge  Kenefick  :  That  was  the  condition  that  existed  here  in 
1901.  At  that  time  there  was  anxiety  on  the  part  of  a  number 
of  new  companies  who  came  in  here  and  very  foolishly,  as  I  view 
it,  the  Frontier  Telephone  Company  applied  to  the  city  of  Buffalo 
for  a  franchise.  They  had  the  right  to  come  into  the  streets  of  the 
city  of  Buffalo  under  the  general  law  of  the  State,  subject  to 
proper  regulation,  but  they  applied  for  a  franchise,  as  did  many 
other  companies,  and  the  city  of  Buffalo  proceeded  to  give  them  a 
franchise  with  every  possible  exaction  that  could  be  made.  In 
the  first  place,  they  required  the  Frontier  Telephone  Company  to 
pay  $50,000  in  cash,  which  had  never  been  exacted  of  the  Bell  — 
not  a  penny.  They  required  the  Frontier  Telephone  Company 
to  give  them  100  free  telephones  for  the  use  of  the  city,  which  the 
Frontier  Telephone  Company  has  given  since  its  organization. 
Xo  such  imposition  has  been  put  upon  the  Bell.  It  required  the 
Frontier  Telephone  Company  to  build  ducts  for  the  use  of  the 
city.  They  required  the  Frontier  Telephone  Company  to  pay  each 
year  3  per  cent,  of  their  gross  receipts  in  addition  to  the  franchise 
tax  and  we  were  not  entitled  to  have  that  deducted  from  the  fran- 
chise tax,  as  all  other  taxes  are.  No  such  imposition  has  been  made 
upon  the  Bell  Telephone  Company.  Then  we  were  bound,  under 
our  franchise,  not  to  sell  out  to  the  Bell,  or  to  any  company  allied 
with  the  Bell,  for  the  purpose  of  keeping  up  competition,  in  this 
city.  Now,  those  are  the  conditions  which  were  exacted  by  the  fran- 
chise granted  by  the  city  of  Buffalo  for  the  exercise  of  a  right  which 
we  were  given,  as  we  claim,  under  the  laws  of  the  State.  Now, 
in  addition  to  that,  they  limited  our  rates  far  below  what  was  then 
being  charged  by  the  Bell  Telephone  Company,  and  far  below 
what  18  now  being  charged  by  the  Bell  Telephone  Company.  Now, 
you  see  the  position  that  the  Frontier  Telephone  Company  is  in 
to-day  —  that  we  are  required  to  meet  any  number  of  onerous 
conditions  exacted  by  the  city,  and  we  are  also  controlled  in  our 
rates  by  the  city  and  our  competitor  has  no  conditions  and  is  un- 
conf rolled  as  to  its  rates.  Now,  the  attitude  of  the  Federal  and 
Frontier  Telephone  Companies  is  just  this :  We  don't  oppose  going 
under  the  Public  Service  Commission,  provided  we  go  under  the 
Public  Service  Commission  and  not  imder  the  city  of  Buffalo.    We 
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don't  want  to  be  under  two  masters.  We  are  willing  to  be  regu- 
lated, but  we  don't  want  two  masters  regulating  us.  Now,  if  this 
Committee  can  see  its  way  clear  to  relieving  us  of  the  situation 
we  are  under,  so  far  as  the  city  is  concerned,  we  are  quite  willing 
to  be  regulated  by  the  Public  Service  Commission.  We  are  willing 
to  have  them  make  an  examination  to  see  how  profitable  our  busi- 
ness is,  and  say  whether  we  are  getting  a  fair  rate  for  our  com- 
modity. 

Mr.  Page:  Are  you  willing  to  have  your  telephone  companies 
regulated  by  the  Public  Service  Commission  to  the  same  extent 
and  in  the  same  manner  that  they  now  control  street  and  steam 
railway  companies,  electric  lighting  and  gas  companies? 

Judge  Kenefick:  You  mean  as  to  rates  and  other  regulations  J 

Mr.  Page:  As  to  all  matters. 

Judge  Kenefick:  Yes,  that  is,  provided  we  are  relieved  of 
those  conditions  exacted  by  the  city. 

Mr.  Page  :  That  is,  if  you  can  jget  rid  of  the  obligations  of 
your  franchise  here,  you  are  willing  to  pay  any  price. 

Judge  Kenefick  :  Assuming  that  they  are  obligations ;  yes,  sir. 
We  are  quite  willing  to  submit  it  to  any  fair  tribunal. 

Mr.  Page:  I  think  your  statement  is  very  fair. 

Chairman  Davis  :  Have  you  asked  the  city  to  relieve  you  from 
that  awful  contract? 

Judge  Kenefick:  We  have  petitioned  the  city.  It  has  been 
referred  to  a  committee  of  the  Board  of  Aldermen  and  we  haven't 
heard  of  it. 

Chairman  Davis:    They  .are  still  considering? 

Judge  Kenefick:  Yes,  sir;  and  have  been  for  months,  and 
have  made  no  investigation. 

Vice-Chairman  Mebeitt:  You  stated.  Judge,  that  the  prices 
charged  by  your  clients  were  considerably  lower  than  the  Bell? 

Judge  Kenefick  :  Yes,  sir. 

Vice-Chairman  Merritt:  About  what  per  centage  lower  for 
the  same  class  of  service? 

Judge  Kenefick  :  Mr.  Ilubbell  can  tell  you  that. 

Mr.  Hubbell:  Prior  to  September  1st,  I  think,  or  October  1st. 
the  Bell  Company  has  charged  on  a  business  phone  in  a  commercial 
office  not  less  than  three  cents  a  message.     Our  rate  for  business 
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has  been  imlimited  at  $48  per  year,  regulated  under  our  franchise. 

AVe  serve  —  our  records  will  show  you,  gentlemen,  if  you  wish  to 

investigate  —  nearly  50,000,000  of  messages  over  our  system  a 

Tear,  which,  if  figured  by  the  Bell  Company's  lowest  rate  of  three 

cents  a  message,  would  be  $1,500,000,  which  the  public  would  have 

to  pay  us  for  service  in  this  city.    We  take  in  less  than  $500,000 

under  our  present  rates  of  charges. 

Vice-Chairman  Mekritt:  Then  would  you  say  in  general  that 
your  rates  were  about  one-third  the  Bell  rates,  practically  ? 

Mr.  IIuBBEix:  Yes,  sir. 

Vice-Chairman  Mekeitt:  That  is  the  way  it  would  work  out? 

Mr.  IIuBBEix:  Assuming  that  the  measure  of  value  of  the 
telephone  is  the  number  of  times  it  is  used,  or  the  message  being 
the  measure  of  value,  our  rates  are  less  than  one-third  of  the  Bell 
tn  October  1st.  Since  that  time  they  have  made  a  flat  rate  for 
business  at  $84  a  year. 

Vice-Chairman  Merritt  :  $84  a  year  ? 

Mr.  Hubbell:  Yes. 

Chairman  Davis:  But  yours  is  $48. 

Mr.  Hvbbell:  Our  limited  rate  under  the  franchise  is  $48. 
Our  Metropolitan  rate  is  $72. 

VieeChairman  Merritt:  You  used  the  same  figures,  but  it  is 
distributed  differently. 

Mr.  Page:  I  don't  think  the  stenographer  got  your  statement 
^n  regard  to  the  charge  you  make  for  unlimited  service.  $72,  if 
I  nnderstoo<l  you  correctly;  that  is  your  charge  for  a  business 
ptone  per  year  for  unlimited  service  ? 

Mr.  Hubbell:  Yes,  sir. 

Mr.  Page:  In  the  Metropolitan  district? 

Mr.  Hubbell:  Yes,  sir. 

Mr.  Page:  The  Bell  Company  charge  $84. 

Mr.  Hubbell:  $84. 

Mr.  Page:  For  the  city  of  Buffalo  only,  and  limit  the  number 
^'^  messages  to  how  many  ? 

Mr.  Hubbell:  It  is  imlimited. 

Mr.  Page:  So  the  difference  between  vour  eharffes,  out;ji<lo  of 
^^  question  of  the  city  of  Buffalo  and  Metropolitan  district,  is  the 
"^^fTerence  between  $72  and  $84? 
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Mr.  HuBBELL :  Yes.  The  point  I  want  to  raise,  however,  is  that 
we  have  gotten  along  from  1902  to  this  time  with  that  handicap. 

Chairman  Davis:  The  Committee  will  adjourn  until  10  a.  m. 
to-morrow. 


SECOND  PUBUC  SESSION 


Aldebmanic  Chamber,  City  Hall, 
Buffalo,  X.  Y.,  November  18,  1909  — 10  a,  m. 

Present  —  Hox.  George  A.  Davis,  Chairman. 

Hon.  Edwin  A.  Merritt,  Jr.,  Y ice-Chairman. 

Hon.  John  Kissel. 

Hon.  John  R.  Yale. 

Hon.  Thomas  B.  Caugiilan. 

Hon.  J.  Henry  Walters. 

Hon.  Artemus  Ward,  Jr. 


E.  J.  Page,  Esq., 
Odell  R.  Blair,  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


^Counsel. 


Chairman  Davis  :  The  Coinmittee  will  be  in  order. 

!Mr.  Page  :  Mr.  Chairman,  I  would  like  to  inquire  if  Mr.  Henry 
Burgard  is  in  the  room.  I  have  a  letter  here  dated  at  Buffalo, 
September  14,  1909,  which  I  would  like  to  read: 

Hon.  GfX)RGE  A.  Davis,  Senator,  Lancaster,  X.  Y.: 

My  Dear  Senator. —  Enclosed  herewith  you  wiU  find  a  telegram  notifying 
me  of  the  death  of  a  relative  at  Montclair,  N.  J.,  which  was  received  in  Buf- 
falo at  10:07  a.  m.  Saturday  morning,  and,  notwithstanding  the  fact  that  my 
ofiice  was  open  and  doing  business  from  7  a.  m.  until  6  p.  m.  that  day  with 
two  telephones  —  both  Bell  and  Frontier  —  this  telegram  was  not  received  by 
me  until  10  o'clock  Sunday  morning  and  then  by  phone.  I  received  it  by  mail 
Monday  morning. 

Will  state  in  connection  therewith  that  the  telegraph  company  make  it  a 
practice  now  to  deliver  messages  over  the  telephone,  which  is  all  right  if  they 
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make  the  proper  effort  to  reach  the  party.  This  message  could  have  been 
delivered  to  my  office  any  time  Saturday  up  to  and  as  late  as  6:30  p.  m. 
and  the  only  excuse  that  the  Western  Union  had  was  that  they  called  up  my 
house  and  I  was  not  there. 

At  the  same  time  there  is  hardly  a  day  passes  that  my  office  does  not  come 
into  communication  and  do  business  with  the  Western  Union  Company.  We 
run  a  monthly  account  tliert.  Since  you  are  .  Chairman  of  the  Legislative 
Committee  making  investigation  now  regarding  the  telegraph  and  telephone 
companies,  I  thought  that  you  might  be  interested,  and  I  want  to  state  that 
this  is  not  the  first  time  this  has  happened,  and  feel  that  something  should  be 
done  when  it  gets  as  bad  as  this,  that  even  a  death  message  is  laid  aside  and 
not  delivered  for  twenty-four  hours  after  receipt  of  same. 

Yours  verv  trulv, 

Henry  P.  Bcbgard. 

There  is  attached  to  tHe  letter  the  telegram  referred  to  in  the 
letter,  which  reads  as  follows: 

M0NTCT.AIB,  N.  J.,  September  11,  1909. 

Henbt  Bubgasd,  56   Walden  Avenue,  BuffalOy  N.   Y.: 

Maud    passed   away   suddenly    this   morning.      Services   Monday    afternoon. 

E.  P.  Saybe, 

I  have  also  a  letter  dated  Buffalo,  Xew  York,  November  8,  1909, 
which  reads  as  follows: 

Hon.  Geoboe  A.  Davis,  Lancaster,  N.  Y.: 

My  Deab  Senatob. —  I  have  another  case  which  shows  the  rotten  service  of 
the  Western  Union  Telegraph  Company. 

On  November  3d,  at  9  p.  m.,  I  gave  the  lady  operator  at  the  Hotel  Iroquois 
a  telegram  to  FrAik  T.  Reynolds,  who  is  superintending  a  piece  of  work  which 
I  have  at  Tarry  town,  to  notify  him  that  I  would  leave  on  the  Wolverine  at 
10:30  and  arrive  at  Tarrytown  about  8:30  the  next  morning.  When  I  got  t^ 
the  Florence  Hotel,  where  Mr.  Reynolds  is  stopping,  the  next  morning  about 
8:45,  Mr.  Reynolds  had  left,  and  upon  inquiry  I  found  that  he  had  evidentlr 
not  received  my  telegram. 

I  went  into  the  dining  room  for  breakfast  a  little  later  on,  and  just  about 
9  o'clock,  or  it  may  have  been  a  little  later,  the  telegram  arrived. 

When  I  handed  the  telegram  to  the  lady  operator  at  the  Iroquois  Hotel  in 
the  evening  before,  I  requested  her  to  see  that  it  was  forwarded  at  once.  » 
that  Mr.  Reynolds  would  get  it  before  retiring,  and  she  told  me  that  she  wouli 
send  it  immediately,  which  I  believe  that  she  did,  and  that  the  trouble  wa» 
all  on  the  other  end.  The  business  people  of  Tarrytown  claim  that  there 
is  no  management  whatever  in  connection  with  the  Western  Union  Telegraph 
Company's  business  in  that  town.  Their  failure  in  not  delivering  this  messa^^e 
put  me  to  considerable  expense;  besides,  they  got  thirty-five  cents  which  tbcy 
were  not  entitled  to. 

Sincerely  yours, 

HeITBY  p.   BlXBGABa 


No.  38.]  95 

Attached  to  that  letter  is  a  telegram  dated  Buffalo,  November 
3rd,  and  there  appears  to  be  also  typewritten  upon  the  telegram 
the  date  November  4th,  1909.     It  reads  as  follows: 

Frank  T.   Retnglds,  Florence  Hotel,  Tarrytoion,  N.   Y.; 
Leave  ten  thirty.    Arrive  Tarry  town  about  eight  thirty  to-morrow  morning. 

Henbt  p.  Bubqabd. 

The  envelope  enclosing  the  telegram  is  addressed  to  Frank  P. 
Reynolds,  Florence  Hotel,  Tarrytown,  New  York,  and  is  endorsed 
received  November  4,  1909,  at  9  a.  m. 

Is  Mr.  Burgard  in  the  room  ?  There  is  a  representative  of  the 
Western  Union  Telegraph  Company,  Mr.  Benedict,  who  is  here. 
Do  you  care  to  say  anything  to  the  Committee  in  regard  to  this  ? 

Mr.  Albebt  T.  Benedict:  Mr.  Chairman  and  Gentlemen: 
In  respect  to  this  Tarrytown  message  I  want  to  make  this  state- 
ment: The  Western  Union  Telegraph  Company  has  no  office  in 
the  Iroquois  hotel.  That  office  there  is  maintained  by  the  Postal 
Company.  This  message  reached  the  Western  Union  Company  at 
its  New  York  office,  where  it  was  transferred  by  the  Postal  at 
10 :10  on  the  evening  of  its  date.  Our  office  at  Tarrytown  is  open 
from  8  in  the  morning  until  8  p.  m.  The  total  receipts  of  that 
office  are  about  $100  a  month.  Obviously  we  can't  keep  an  office 
which  is  just  barely  self-sustaining  open  longer  than  twelve  hours 
out  of  twenty-four.  Our  records  show  that  this  message  was  trans- 
mitted from  the  New  York  office  to  the  Tarrytown  office  very  soon 
after  it  opened  and  was  delivered  to  the  clerk  of  the  Florence  hotel 
at  8:02  or  8:42,  I  forget  which.  The  through  service  was  good. 
Had  this  message  been  filed  with  the  telegraph  company  —  with 
the  Western  Union  Company  at  Buffalo,  the  sender  would  have 
been  advised  that  in  all  probability  the  Tarrytown  office  was  closed 
for  the  night  —  that  is,  had  it  been  filed  as  late  as  5  o'clock  at 
night.  Our  offices  are  under  instructions  to  notify  all  senders  of 
messages  addressed  to  small  offices  at  that  hour  of  the  night,  that 
they  are  probably  closed  and  the  message  cannot  be  gotten  to  the 
addressee  until  the  following  morning.  I  think  the  service  of  the 
telegraph  company  in  respect  to  this  message  was  absolutely  per- 
fect. Now,  in  respect  to  the  other  message :  This  message,  as  is 
shown  by  the  envelope  and  the  message  itself,  is  addressed  to  Mr. 
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Burgard  at  56  Walden  avenue,  Buffalo.  I  understand  that 
Mr.  Burgard's  address  is  560  Walden  avenue.  This  matter  didn't 
come  to  our  attention  until  yesterday  and  we  haven't  had  an  oppor- 
tunity to  see  if  the  original  message  was  addressed  as  this  was. 
At  any  rate,  when  the  message  arrived  it  was  addressed  to  56 
Walden  avenue.  It  got  here  10  ;07  a.  m.,  according  to  the  record 
on  the  message.  Unfortunately,  on  that  day  the  regular  delivery 
clerk  was  absent  and  the  substitute  was  filling  his  position.  I  guess 
he  and  the  messenger  to  whom  this  message  was  entrusted  for 
delivery  were  the  only  two  people  in  our  office  who  didn't  have  a 
personal  acquaintance  with  Mr.  Burgard.  The  message  was  sent 
to  5G  Walden  street  by  the  messenger,  who  returned  it  with  the 
report  that  he  couldn't  find  Mr.  Burgard  at  that  address.  It  got 
to  the  attention  of  someone  else  at  the  office  who  knew  Mr.  Burgard 
and  at  once  called  Mr.  Bnrgard's  house  on  the  phone.  lie  was 
advised  by  the  maid  who  answered  the  phone  that  Mr.  Burgard 
and  his  sister  had  left  for  an  automobile  ride  that  morning  but 
were  expected  to  return  at  about  lunch  time.  At  about  lunch  time 
the  house  was  called  again  and  the  clerk  was  then  advised  that 
]\[r.  Burgard  had  not  returned.  At  that  time  the  maid  was  told 
of  the  contents  of  the  message  or  the  importance  of  the  message  — 
told  at  least  that  the  message  was  important,  and  was  asked  to 
advise  Mr.  Burgard  to  call  the  office  on  the  phone  immediately  on 
his  return.  Xothing  was  heard  from  Mr.  Burgard.  After  lunch 
hour  the  house  was  called  again  and  the  maid  advised  that  Mr. 
Burgard  and  his  sister  had  not  returned  and  j)robably  would  not 
be  in  until  dinner  time.  She  was  again  advised  to  call  ilr.  Bnr- 
gard's attention  to  this  message.  I  understand  also  that  several 
eflforts  were  made  to  reach  Mr.  Burgard's  office  by  telephone,  and 
on  each  occasion  thev  were  advised  the  office  couldn't  be  reached. 
The  telegraph  company  made  extraordinary  efforts  to  deliver  this 
message.  They  could  have  saved  themselves  this  criticism  had  the 
message  been  sent  out  the  second  time  when  the  boy  returned  with 
it  from  56  Walden  avenue,  and  had  the  message  been  sent  to 
5 GO  Walden  avenue  and  left  there.  It  probably  wouldn't  have 
served  his  purpose  any  better  than  if  the  maid  had  delivered  the 
verbal  message  to  Mr.  Burgard  on  his  return.  In  that  respect  I 
think  the  service  was  subject  to  criticism,  in  the  respect  that  the 
telegraph  company  did  not  deliver  a  written  copy  of  the  message. 
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At  any  rate,  early  next  morning  Mr.  Burgard  called  the  office 
on  the  phone,  and  I  think  came  down  to  the  office  later  and  was 
advised  of  the  contents  of  the  message.  He  evidently  got  word 
when  he  got  home  —  I  don't  know  when  that  was  —  because  he 
called  the  office  early  on  Sunday  morning  and  was  advised  of  the 
contents  of  the  message ;  and  as  I  say,  I  think  he  came  to  the  office 
and  got  a  copy. 

Mr.  Paoe:  Your  authority,  Mr.  Benedict,  is  statements  made 
to  you  by  the  employees  of  the  company  ? 

Mr.  Benedict:  Absolutely.  I  have  seen  the  records,  our  files, 
in  reference  to  the  Tarrytown  message,  and  I  have  seen  the  sheet 
showing  the  receipt  of  the  message  from  the  Florence  hotel  in 
Tarrytown.  Aside  from  that,  it  is  based  on  statements  made  to  me 
by  our  employees. 

Chairman  Davis  :  I  think,  Mr.  Page,  if  you  will  call  Mr.  Ten- 
nant  of  Chautauqua  county,  he  has  some  grievance. 

Mr.  Page  :  Is  Mr.  Tennant  here  ? 

Mr.  Willis  H.  Tennant  :  Yes. 

Chairman  Davis:  Just  state  what  your  grievance  is. 

Mr.  Tennant:  I  just  want  to  enter  a  protest  on  behalf  of  the 
village  of  Mayville  and  the  Chautauqua  Institution  because  of  the 
discrimination  in  rates. 

Chairman  Davis  :  That  is  a  matter  of  record  —  the  rates  ? 

Mr.  Tennant  :  Yes ;  I  think  you  can  get  that.  At  Jamestown, 
which  is  further  away,  the  rate  between  Buffalo  and  Gold  Point, 
the  rate  is  20  cents,  while  at  Mayville  and  Chautauqua  it  is  40 
cents  for  identically  the  same  service.  Mayville  is  the  county  seat 
where  all  the  county  business  is  transacted.  Chautauqua  is  a  very 
important  point  in  the  summer  time,  with  10,000  or  15,000 
people  there.  There  is  a  large  amount  of  telephone  business  from 
Chautauqua  to  Mayville  because  of  those  facts,  and  either  at 
Jamestown  they  are  doing  business  at  a  loss  or  at  Mayville  at  a 
great  profit.  I  don't  pretend  to  say  the  rates  are  too  low  or  too 
high ;  but  I  think  we  ought  to  have  the  same  rates  as  Jamestown, 
which  is  over  seventy  miles  from  Buffalo.  \Ve  are  about  sixty-five. 
Erie,  Pennsylvania,  is  upwards  of  ninety  miles,  and  their  rate  is 
thirty  cents,  and  yet  we  are  paying  double.  I  think  we  are  entitled 
to  be  on  a  level  with  them. 
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Chairman  Davis  :  Are 'the  rates  the  same  over  both  wires  ? 

Mr.  Tennant:  Yes,  sir;  both  systems.  This  matter  has  been 
taken  up  some  tir&e  ago  by  the  director  general  of  the  Chautauqua 
Institution  with  some  of  the  Bell  people  and  they  told  him  it 
couldn't  be  otherwise.  I  have  been  working  at  it  in  behalf  of  the 
citizens  of  Mayville,  and  I  was  told  by  one  representative  of  the 
Bell  people  that  the  rates  as  they  had  been  agreed  upon  by  the 
company  —  I  think  we  ought  to  be  treated  on  a  level  with  the  towns 
aroimd  about  us;  and  by  the  way,  the  Committee  can  easily  get 
from  the  Bell  Company  the  list  of  the  towns  that  have  got  those 
exceptionally  favorable  rates  because  they  have  been  using  them 
for  advertising  purposes.  I  had  one  of  the  cards  but  I  haven't  got 
it  here  now. 

Mr.  Page:  Is  this  the  card  which  you  referred  to? 

Mr.  Tennant:  It  was  printed  in  blue,  the  one  that  I  saw. 
Yes,  I  think  that  is  the  same  that  I  saw.  Anyway,  Jamestown 
should  be  20  cents,  I  think.  Down  here  at  Geneva,  N'ew  York, 
which  is  something  over  100  miles,  I  think  the  rate  is  only  35 
cents,  Mayville  a  little  over  60,  and  Chautauqua  40.  That  is  the 
only  complaint  I  have.  I  think  we  ought  to  be  on  the  level  with 
others. 

Chairman  Davis:  Mr.  Norton,  just  one  word:  Is  there  any- 
body here  from  your  company  who  can  explain  to  the  Committee 
the  reason  for  this  discrimination  not  only  at  this  point  but  at 
other  points  in  the  city  of  Buffalo  ? 

Mr.  Page  :  I  will  have  this  card  marked  for  identification. 

(Card  marked  Exhibit  G  for  identification.) 

Mr.  Page:  The  two  lists  that  you  refer  to  are  the  lists  of  the 
Bell  Telephone  Company  and  the  Federal  Telephone  Company  ? 

Mr.  Tenxant:  I  don't  know  who  owns  it.  We  are  in  what  we 
call  the  Mayville  Company.  We  do  business  through  the  system 
of  small  companies ;  but  who  owns  them  I  don't  know. 

Mr.  Page  :  They  are  called  the  independent  lines. 

Mr.  Texxaxt:  It  is  the  Independent  Company  and  the  other 
line  is  the  Bell  system,  and  they  are  both  the  same. 

Mr.  Korton:  Mr.  Watson  tells  me  that  this  district  is  in  the 
territory  of  the  companies  —  the  westom  Xew  York  and  Pennsyl- 
vania branch  of  the  company,  and  that  company,  I  don't  know 
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whether  that  is  in  the  New  York  Telephone  Company  now,  Xo- 
body  in  our  office  could  tell  you. 

3fr.  Tennant:  I  may  say  in  reply  to  that  uiat  Mayville  and 
Olean  are  all  in  that  same  company  that  Mr.  Norton  .refers  to 
which  is  made  up  of  certain  coimties  in  the  southern  tier  of  this 
State  and  certain  counties  in  the  northern  tier  of  that  State,  so 
that  those  towns  are  all  in  the  Bell  Company. 

Chairman  Davis:  And  for  that  reason  you  can't  give  us  the 
reason? 

ilr.  Xorton:  No;  I  don't  know  anything  about  it. 

Chairman  Davis:  Where  is  the  Hamburg  system  regulated 
from,  and  the  Lancaster  system  —  here  ? 

Mr.  XoBTON :  What  do  you  mean ;  the  Bell  part  of  it  ? 

Chairman  Davis:  Yes. 

ilr.  XoKTON :  From  Buffalo. 

Chairman  Davis  :  Have  you  an  officer  that  can  give  this  Com- 
mittee the  reason  for  charging  5  cents  for  a  toll  to  the  village  of 
Hamburg  from  the  city  of  Buffalo,  which  is  located  from  fifteen 
to  twenty  miles,  and  10  cents  to  the  town  of  Lancaster,  which  is 
located  ten  miles  from  the  city  of  Buffalo  ? 

ifr.  XoETON :  Xo ;  there  is  nobody  out  of  Xew  York  can  give 
you  that. 

Chairman  Davis:  There  is  nobody  in  your  employ  can  give 
OS  that  information  ? 

ilr.  Xorton:  Xo. 

Chairman  Davis:  Can  vou  tell  us  where  we  can  obtain  that 
information  ? 

Mr.  XoRTON :  You  can  obtain  that  in  the  Xew  York  office  if  you 
write  to  them.  If  that  is  the  charge  —  I  don't  know  whether  that 
is  the  charge  or  not. 

Chairman  Davis  :  Is  there  anybody  will  vouch  for  the  authority 
of  issuing  that  postal  card  in  your  company  in  the  city  of  Buffalo  ? 

Mr.  Page:  That  has  been  marked  Exhibit  6  for  identification. 

Mr.  XoKTOx:  I  have  never  seen  it  before.  Probably  that  is 
one  of  the  machinations  of  Lancaster. 

Mr.  Page:   Or  York. 

Chairman  Davis  :  Who  is  your  general  manager  here  ? 

Mr.  XoETON :  We  haven't  a  general  manager  here. 
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Chairman  Davis:  Who  is  the  head  man  of  your  institution  in 
city  of  Buffalo. 

Mr.  NoKTON :  I  suppose  Mr.  Ramsdell  is  the  head  man  here. 
Chairman  Davis  :  Issue  a  subpoena  for  Mr.  Ramsdell  this  after- 
noon. 

Mr.  Page  :  Mr.  Ramsdell  has  agreed  to  be  here.  Mr.  Farring- 
ton,  do  you  wish  to  make  some  reply  to  the  statements  made  on 
behalf  of  the  Frontier  Telephone  Company  ? 

Mr.  Fakrington :  A  reply,  and  something  additional;  yes,  sir. 

Chairman  Davis:  I  think,  Mr.  Farrington,  we  will  put  you 
under  oath. 

Robert  W.  Farrington,    being    duly    sworn,    testified    as 
follows : 

For  a  number  of  years  I  lived  at  Xo.  117  Whitnev  Place  in  the 
city  of  Buffalo  and  we  had  no  telephone  there,  and  I  went  to  the 
Frontier  Telephone  Company  to  get  a  $15  telephone  for  that 
place  and  they  wouldn't  give  it  to  me;  said  that  they  wouldn't; 
and  needing  a  telephone  immediately  without  having  to  wait  for  a 
suit  or  anything  like  that,  and  not  wanting  the  Bell  at  that  time, 
I  paid  them  $24  for  a  telephone  in  that  home.  Coming  down  to 
20  Laurel  street,  in  regard  to  which  he  said  yesterday  substantially 
that  I  couldn't  get  a  $15  phone  there,  or  inferentially  that,  because 
I  refused  to  sign  a  contract,  I  offer  now  to  pay  the  Frontier  Tele- 
phone Company  $15  for  an  unlimited  service  phone  in  20  Laurel 
street,  and  ask  them  now  whether  they  will  accept  it.  I  ask  the 
general  manager,  Mr.  G.  Barrett  Rich,  of  the  Frontier  Telephone 
Company,  if  he  will  give  me  a  phone  in  20  Laurel  street  for  $15? 

Mr.  G.  Barrett  Rich  :  If  you  will  send  an  application  to  the 
office  we  will  take  care  of  it. 

Mr.  Farrington:  That  isn't  answering  my  question. 

Chairman  Davis  :  Mr.  Rich  can  answer  if  he  sees  fit. 

Mr.  Farrington  :  I  want  it  clearly  understood  in  regard  to  this 
substitution  of  somebody  else's  phone  in  20  Laurel  street  that  I 
went  there  primarily  to  get  my  own  personal,  individual  contract 
for  a  $15  phone,  and  we  talked  a  good  long  time  about  it  and  he 
sftid  I  could  have  the  one  I  had  on  Massachusetts  street,  and  I  said 
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I  didn't  want  it,  that  I  wanted  that  left  there,  and  then  he  talked 
about  moving  and  I  brought  up  the  subject  of  this  other  one  that 
he  refers  to  and  they  were  to  charge  that  man  $10  for  moving  his 
Frontier  phone,  and  the  man  said  if  I  could  get  it  substituted  go 
on  and  do  it.  Across  the  hall  from  me  in  the  Erie  county  building 
is  Grant  &  Deceu,  formerly  Herman  &  Knappenberg,  and  within 
a  short  time  past  the  Frontier  Telephone  Company  has  forced  them 
from  an  unlimited  service  for  an  office  phone  at  a  fixed  price  to  a 
limited  service  at  the  same  price  and  has  made  them  put  on  a 
tabulator. 

By  Mr.  Page  : 

Q.  What  do  you  mean  by  a  tabulator?  A.  They  have  an  ap- 
paratus for  registering  the  number  of  messages  that  you  use, 
giving  the  person  who  uses  the  phone  an  opportunity  of  pressing 
a  button  and  counting  up  for  himself  to  keep  check  on  the  com- 
pany, and  that  has  been  put  on  their  phone  within  a  little  while 
past.  Mr.  Hargrave,  who  lives  below  me  in  20  Laurel  street,  is 
having  a  phone  put  in  there  at  $24  and  he  wanted  a  $15  phone 
and  couldn't  get  it ;  and  if  there  is  any  question  in  the  minds  of 
the  Committee  that  I  am  ready  to  sign  a  contract  this  minute  and 
that  the  appeal  that  they  made  yesterday  that  they  wouldn't  give 
me  a  $15  phone  because  I  refused  to  sign  a  contract  is  rot.  I  am 
ready  to  sign  it  this  minute  and  pay  $15  cash.  If  there  are  any 
questions  — 

Q.  What  you  say  about  the  trouble  that  other  people  have  had 
with  the  company,  is  that  stated  on  your  own  knowledge  ?  A.  Yes. 
Herman  &  Knappenberg  is  stated  on  my  own  knowledge  because 
I  was  in  that  office  for  quite  a  while  and  paid  for  that  phone  for 
quite  a  long  time  and  I  know  the  circumstances  and  I  have  seen 
the  tabulator  on  there. 

Q.  And  you  have  heard  the  negotiations  between  the  company 
and  those  people  ?  A.  There  have  been  a  lot  that  I  didn't  hear ; 
but  I  heard  one  —  almost  a  fight,  a  wrangle  —  between  Mr.  Grant 
and  the  representative  of  that  company  who  was  yesterday  ap- 
pointed assistant  secretary  to  the  Public  Service  Commission. 

Q.  Won't  you  give  that  conversation  ?  A.  It  was  a  long  one  and 
I  can't  recall  it  all.    I  know  my  own  very  well,  because  I  noted  it. 
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Q.  And  who  was  the  other  person  you  know  that  you  men- 
tioned ?    A.  Mr.  Hargrave  ? 

Q.  Yes.  A.  As  to  his  I  don't  know  what  his  result  with  them 
was ;  but  he  went  to  get  a  telephone  —  to  get  a  $15  phone  and  he 
gets  a  $24  one,  putting  it  in  this  morning,  because  he  has  got  to 
have  it;  and  I  put  in  a  Bell  $24  phone  myself  because  I  couldn't 

get   along  without   it. 

Q.  Is  that  hearsay  as  to  his  price  ?  A.  Yes,  that  is ;  no  ques- 
tion about  .that. 

Mr.  Page  ;  That  is  all.  Mr.  Porter  was  subpoenaed  to  be  here 
yesterday  morning  and  did  not  appear.  I  understand  that  he  has 
made  some  arrangements  with  the  Chairman  to  appear  this  morn- 
ing. 

Chairman  Davis:  He  was  to  be  here,  and  probably  will  be 
later. 

Mr.  Page:    Mr.  Watson,  will  you  take  the  stand,  please? 

Henry  M.  Watson,  being  duly  sworn,  testified  as  follows: 
By  Mr.  Page: 

Q.  Mr.  Watson,  you  are  a  resident  of  Buffalo  ?    A.  Yes,  sir. 

Q.  And  have  been  for  how  long  ?    A.  Fourteen  years. 

Q.  Are  you  at  the  present  time  an  officer  of  the  Bell  Telephone 
Company  of  Buffalo  ?    A.  I  am. 

Q.  And  for  how  long  have  you  held  that  position?  A.  Since 
the  company  was  organized. 

Q.  When  did  the  company  organize?    A.  1879. 

Q.  Did  the  certificate  of  incorporation  of  that  company  define 
the  territory  in  which  it  was  to  operate?  A.  I  don't  recollect 
about  that ;  it  is  so  far  back,  and  I  have  had  so  many  since  then. 
I  presume  it  does,  though. 

Q.  Can  you  tell  the  Committee  the  territory  covered  by  the 
operations  of  the  Bell  Telephone  Company  —  that  is,  the  Bell 
of  Buffalo  ?    A.  Now  ? 

Q.  No;  it  is  not  operating  now,  but  when  it  was  operating. 
A.  Lately? 

Q.  Yes.     A.  About  seven  counties. 

Q.  Won't  you  name  those  coimties  please?  A.  The  seven 
counties   right  around  here.      There  was  Erie,   Orleans  county. 
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isn't  it,  and  it  goes  eighteen  miles  east  of  Kochester.  I  forget  the 
names  of  them. 

Q.  Does  the  territory  go  south  to  the  Pennsylvania  line  ?  A.  No, 
it  didn't  go  to  Dunkirk  —  I  forget  the  name  of  that  place. 

Q.  I  have  a  list  that  has  just  been  handed  to  me ;  you  may  be 
able  to  tell  if  these  are  correct.  Was  the  Bell  of  Buffalo  author- 
ized to  operate  in  the  counties  of  Erie,  Niagara,  Orleans,  Genesee, 
Livingston,  Wyoming  and  Monroe?    A.  That  is  it. 

Q.  And  they  never  operated  outside  of  those  counties?  A.  I 
think  not. 

Q.  What  was  the  capital  stock  of  that  company  at  the  time  of 
its  incorporation?    A.  $30,000,  I  believe. 

Q.  And  for  how  long  did  the  capital  remain  $30,000?  A, 
Three  or  four  months. 

Q.  How  was  that  original  capital  paid  in,  if  you  know  ?  A. 
Cash. 

Q.  At  one  hundred  cents  on  the  dollar  ?    A.  Yes,  sir. 

Q.  Did  your  shares  of  stock  have  a  par  value  of  $100  ?  A.  Yes, 
they  did. 

Q.  And  you  paid  in  $100  for  each  one  issued  ?    A.  Yes. 

Q.  At  the  end  of  three  months  it  was  increased  to  how  much? 
A.  $60,000. 

Q.  How  much  was  paid  into  the  treasury  of  the  company  in 
cash  for  the  additional  $30,000  ?    A.  Same.    Par. 

Q.  Par  value  in  cash  ?    A.  Yes. 

Q.  When  was  the  stock  again  increased  ?  A.  I  think  it  was  in- 
creased the  next  year. 

Q.  That  would  be  the  year  1880?  A.  It  was  a  very  short 
time ;  because  we  bought  out  the  District  Telegraph  here. 

Q.  The  District  Telegraph?  A.  Yes;  the  Western  Union 
had  it. 

Q.  Well,  was  that  a  telegraph  concern  or  a  telephone  concern? 
A.  Well,  it  started  telephones,  I  believe,  too. 

Q.  That  is,  the  Western  Union  Telegraph  Company  had  started 
a  small  telephone  exchange  here  ?    A.  Yes. 

Q.  And  you  bought  them  out  ?    A.  Yes. 

Q.  Can  you  tell  the  Committee  how  many  telephones  they  had 
installed  in  their  exchange  ?    A.  I  could  not  without  looking  it  up. 


104  [Senate 

Q.  Well,  approximately  how  many?  A.  I  don't  believe  I  could 
tell  you. 

Q.  You  couldn't  guess  at  it?    A.  No. 

Q.  Could  you  look  that  up  ?    A.  Yes ;  it  would  take  some  time. 

Q.  Would  it  be  much  of  a  task  ?  A.  Yes ;  it  would  be  an  awful 
job  to  go  back  so  long. 

Q.  You  think  it  is  possible  that  the  increase  might  have  taken 
place  before  1880  ?    A.  Oh,  yes;  it  was  either  1879  or  1880. 

Q.  I  mean  the  increase  to  $300,000  ?    A.  Yes. 

Q.  How  much  did  you  pay  to  the  Western  Union  for  their 
plant?  A.  That  is  pretty  difficult  to  recollect.  I  think  they  took 
their  share  in  stock. 

Q.  Do  you  know  how  much  stock  was  issued  to  them  ?  A.  That 
is  so  far  back  I  haven't  had  time  to  look  it  up. 

Q.  Isn't  there  some  minute  book  or  record  book  of  the  company 
that  will  show  ?    A.  I  presume  there  is. 

Q.  The  amount  of  stock  that  was  issued  for  that  plant?  A. 
Certainly. 

Q.  What  would  it  be  in  —  the  minute  book  ?    A.  Yes. 

Q.  Probably  the  first  minute  book  of  the  company?  A.  Prob- 
ably. 

Q.  When  was  the  stock  again  increased  ?  A.  Well,  those  dates 
I  can't  carry  in  my  head ;  I  would  have  to  look  them  up. 

Q.  What  was  the  next  increase  ?  A.  What  have  you  got  there 
last?    Up  to  $300,000 ? 

Q.  The  last  increase,  in  1879,  $300,000.  A.  I  think  it  went 
up  to  $600,000. 

Q.  Just  another  question  about  the  increase  to  $300,000. 
There  was  an  issue  of  stock  which  was  in  part  issued  for  property 
other  than  cash  ?  A.  Well,  they  took  —  I  think  they  all  put  the 
money  in  and  paid  for  it.  It  was  all  cash  paid  in,  if  I  recollect 
right. 

Q.  Then  the  stock  wasn't  issued  for  the  Western  Union  Com- 
pany?   A.  No;  but  they  took  it. 

Q.  It  was  issued  to  your  stockholders?  A.  Yes;  our  stock- 
holders paid  the  money  and  took  it  up,  if  I  recall  rightly. 

Q.  And  paid  cash  to  the  Western  Union  outfit  for  their  plant  ? 
A.  Yes ;  and  some  of  their  men  came  right  into  the  board  with  us. 
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Q.  Your  minute  book  will  show  just  exactly  what  that  transac- 
tion was  ?    A.  I  guess  it  will. 

Q.  You  again  increased  your  stock  to  $600,000  ?    A.  Yes. 

Q.  And  how  was  that  additional  $300,000  disposed  of?  A. 
The  same  way ;  everything  was  offered  to  our  stockholders  at  par. 

Q.  And  they  took  it  ?    A.  They  took  it. 

Q.  And  paid  cash  for  it?    A.  Yes. 

Q.  Did  you  later  increase  the  capital  again?  A.  Oh,  yes,  we 
kept  increasing. 

Q.  Can  you  tell  the  year  of  the  increase  to  $600,000  ?  A.  I 
can't  tell  you  those  dates  at  all, 

Q.  Was  it  about  1883  ?    A.  About  that  time,  I  think. 

Q.  Are  you  sure  that  stock  was  all  issued  for  cash  ?  A.  Well 
that  —  I  think  it  was,  but  I  would  have  to  look  at  the  minute 
book. 

Q.  Have  you  any  memorandum  with  you  which  would  refresh 
your  recollection  in  regard  to  that?    A.  No,  I  haven't. 

Q.  Isn't  it  a  fact,  Mr.  Watson,  that  a  portion  of  that  increase 
of  stock  was  issued  to  the  predecessor  of  the  American  Telephone 
and  Telegraph  Company  for  a  contract  which  gave  you  rights  to 
operate  under  their  patents  ?    A.  Yes. 

Q.  How  much  of  that  issue  was  paid  out  for  that  purpose? 
A.  Well,  I  should  think  $210,000,  if  I  recollect. 

Q.  How  much?    A.  $210,000,  I  think. 

Q.  And  those  patents —  A.  Not  patents;  that  was  for  con- 
tracts. 

Q.  It  was  a  license  to  operate  under  a  patent?     A.  Yes. 

Q.  And  that,  you  think,  was  about  1883  ?     A.  I  guess  at  that 

Q.  It  was  somewhere  near  that  time,  wasn't  it?  A.  Some- 
where near  that,  yes. 

Q.  Do  you  know  the  life  of  a  patent  ?    A.  Of  a  patent  ? 

Q.  Yes.    A.  I  suppose  about  twelve  years  —  sixteen. 

Q.  Twelve  or  sixteen  years  ?    A.  Yes. 

Q.  Then  those  patents  have  all  expired,  haven't  they?  A.  I 
don't  know;  I  presume  they  have,  but  I  wouldn't  be  sure  about 
that. 

Q.  It  would  be  almost  a  certainty  if  the  life  of  a  patent  is  only 
twelve  or  sixteen  years  ?     A.  Yes ;  unless  they  could  be  renewed. 
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Q.  Do  yoii  know  of  any  way  of  getting  basic  patents  renewed  i 
A.  Make  some  improvement  in  it,  I  suppose. 

Q.  But  I  say  a  basic  patent  ?    A.  Yes. 

Q.  Your  license  was  to  operate  under  patents  then  in  existence^ 
I  suppose,  not  to  operate  under  patents  that  had  not  been  issued  ? 
A.  No. 

Q.  Now,  do  you  still  carry  that  license,  or  did  you  at  the  time 
of  selling  out  carry  that  license  upon  your  books  as  an  asset  of 
$210,000  ?  A.  I  don't  recollect  about  that.  My  statement  shows 
that,  doesn't  it  ? 

Q.  I  show  you  printed  copy  of  report  to  the  stockholders  for 
the  year  1908. 

Mr.  Page  :    Just  mark  that  for  identification. 

(Copy  of  printed  report  marked  Exhibit  No.  7  for  identi- 
fication.) 

A.  It  shows  it  there  on  that  statement. 

Q.  I  show  you  this  printed  report  and  ask  you  if  you  were  car- 
rying contracts  and  licenses  at  $210,000  ?    A.  Yes. 
Q.  Among  the  assets  of  the  company  ?    A.  Yes. 
Q.  Mr.  Page,  I  will  offer  this  in  evidence. 

(Printed  report  received  in  evidence  and  marked  Exhibit 
No.  7,  and  is  as  follows) : 

THE  BELL  TELEPHONE  COMPANY  OF  BUFFALO. 

To  the  Stockholders : 

The  following  comparative  statement  of  the  business  of  the  company  for  the 
years  1907  and  1908  is  respectfully  submitted. 

H.  M.  WATSON, 

President, 
J.  S.  Baecheb,  Treasurer,  14  West  Seneca  Street,  Buffalo,  N.  Y. 

February  15,  1909. 

Opebation,  Years  1907-1908. 

Dec.  31, 1907.        Dec.  31, 1908. 

Number   of  stations 54, 575  55,  579 

Gross  earnings   $1,  709, 679  00  $1, 721, 339  GO 

Expenses   (including  maintenance) 1, 072,  710  00  1, 070, 382  00 

Net  earnings 636, 969  00  650,  967  00 

Dividends   474, 414  00  487,  362  00 

To  depreciation    102,  555  00  163,  595  00 
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Financial  Condition. 

Assets: 

Dec.  31, 10O7.  Dec.  31, 1008. 

Plant $7,802,807  02  $8,173,405  43 

Real  eaUte 525,006  43  566,256  44 

Contracts  and  licenses ,.. .         210, 000  00  210, 000  00 

Supplies,  etc 316, 373  74  318, 043  87 

Cash    124, 921  97  109, 892  39 

Bills  and  accounts  receivable 259, 547  25  256, 042  29 

,238,655  41  $9,633,640  42 


,  Liabilities: 

Dec.  31, 1907.  Dec.  31, 1908. 

Capital  stock $8, 122,  700  00  $8, 122, 700  00 

Surplus 133, 797  75  133, 797  75 

Reserve  accounts   64,  670  22  64,  845  96 

Bills  and  accounts  payable 917, 487  44  1, 312, 296  71 

Bonded  debt   None  None 

$9,238,655  41  $9,633,640  42 


Q.  And  you  have  been  carrying  the  license  referred  to  since 
about  1883  at  $210,000  as  an  asset?  A.  I  suppose  so.  That  is 
what  this  statement  shows. 

Q.  There  isn't  any  question,  is  there,  about  that,  that  that  has 
been  carried  on  the  books  of  the  company  since  the  time  of  the 
contract  which  you  referred  to  as  an  asset  of  the  company  worth 
$210,000  ?    A.  Yes,  sir. 

Q.  And  the  $210,000  of  stock  has  been  out  against  that  all  this 
time  ?    A.  Yes. 

Q.  Well,  do  you  consider  that  contract  at  the  present  time  an 
asset  ?    A.  Oh,  I  suppose  it  is  considered  so  on  the  books. 

Q.  Well,  we  have  got  that  pretty  clearly  that  it  is  considered 
80  on  the  books ;  but  what  do  you  consider  ?  A.  I  have  to  go  by 
the  books. 

Q.  You  don't  feel  like  going  back  of  the  books  ?    A.  No. 

Q.  Would  you  as  a  business  man  feel  now  like  paying  $210,000, 
or  any  other  sum,  for  the  right  to  operate  any  business  under  a 
patent  which  had  expired  twenty  years  ago?     A.  Well,  I  don't 
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think  it  was  all  by  patents.  We  got  a  permanent  contract.  Our 
contract  has  run  out. 

•  Q.  You  had  a  pernaanent  contract  to  operate  under  that  patent  ? 
A.  Only  for  that  time,  that  is  all. 

Q.  Well,  does  the  permanent  contract  provide  that  you  should 
have  a  license  to  operate  under  all  patents  which  it  might  there- 
after own?  A.  I  couldn't  tell  you.  I  would  have  to  read  that 
over ;  I  couldn't  recollect. 

Q.  Have  you  those  contracts  with  you  ?    A.  No,  I  have  not. 

Q.  Has  Mr.  Baecher?  A.  I  think  they  have  all  been  turned 
over  to  the  New  York  Company. 

Q.  You  haven't  in  your  office  here  the  original  contract  made 
with  the  Bell  Telephone  Company  at  the  time  this  stock  was 
issued?     A.  Mr.  Baecher  has  all  those  contracts. 

Q.  Mr.  Baecher  has  them?  A.  If  he  has  them,  he  could  tell 
you  about  them. 

Mr.  Page  :    Have  you  those,  Mr.  Baecher  ? 

Mr.  Baecher:    No,  I  haven't 

•  Q.  When  was  the  next  increase  of  the  capital  stock  of  the 
Buffalo  Bell  ?  A.  It  was  several  years  after  that ;  I  don't  recol- 
lect.   I  never  carry  those  dates  in  my  head. 

Q.  Would  you  say  it  might  have  been  in  1887?  A.  Yes;  we 
issued  pretty  nearly  a  million  dollars  a  year  there  for  three  or  four 
years. 

Q.  No;  at  that  time  did  you?  I  have  a  memorandum  here 
which  I  think  was  taken  from  your  books,  showing  that  you  in- 
creased your  capital  stock  to  $800,000  in  1887.  That  was  the 
first  increase  after  the  $300,000  increase  of  1883  ?  A.  The  books 
are  right. 

Q.  And  was  that  stock  disposed  of?  A.  All  the  stock  has  been 
disposed  of,  as  I  told  you,  at  par  to  the  stockholders. 

Q.  That  was  at  par  for  cash  ?    A.  Yes. 

Q.  And  there  has  been  one  exception,  at  least,  up  to  the  time 
we  are  talking  of  ?    A.  The  $210,000 ;  oh,  yes. 

Q.  Is  it  true  that  in  1890  your  capital  stock  was  increased  to 
$1,000,000?  A.  Those  dates  I  can't  give  you  without  looking  at 
the  books. 

Q.  Well,  substantially  at  that  time?    A.  Yes. 
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Q.  That  was  issued  for  cash  at  par  ?    A.  Yes,  sir. 

Q.  Can  you  give  from  memory  the  amount  of  the  next  increase ' 
of  stock?  A.  I  think  it  has  been  a  million  each  year  or  each  time' 
until  we  got  to  $8,122,400,  I  think,  or  700,  I  forget  which. 

Q.  Is  it  correct  that  the  stock  was  increased  from  $1,000,000' 
to  $2,000,000  in  1897  ?    A.  I  can't  recollect  the  dates.  ' 

Q.  Well,  approximately  that  time  ?  A.  If  you  have  got  it  from 
the  minutes  you  must  have  it  correct. 

Q.  Well,  I  didn't  get  it  from  the  minutes,  it  is  a  memorandum* 
which  was  handed  to  me  by  Judge  Southard.    How  was  that  dis- 
posed of  ?    A.  The  same  way. 

Q.  That  was  issued  to  the  stockholders  for  cash  ?    A.  Yes. 

Q.  And  each  stockholder  paid  into  the  treasury  of  the  com- 
pany $100  for  every  share  of  that  issue  that  he  received  ?    A.  Yes, 
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sir. 

Q.  Then  about  1900  was  there  another  increase,  making  the 
capital  $5,000,000  ?    A.  I  presume  so. 

Q.  Don't  you  know?    A.  I  can't  carry  those  dates. 

Q.  You  know  the  amount?    A.  Oh,  it  is  $1,000,000,  I  think. 

Q.  No,  not  a  million;  wasn't  it  increased  from  $2,000,000  to 
$5,000,000  ?  A.  We  had  the  authority,  but  we  didn't  put  out  the 
stock.  We  have  the  authority  now  to  go  to  $10,000,000;  but  we 
haven't  put  it  out,  only  gradually  as  we  want  it. 

Q.  When  did  you  put  out  the  $3,000,000?  Has  that  ever 
issued?     A.  $1,000,000  of  the  first  $5,000,000. 

Q.  You  had  authority  in  1897  to  issue  $2,000,000  of  stock? 
A.  Yes. 

Q.  That  was  issued  ?    A.  Yes. 

Q.  Then  in  1900  you  obtained  authority  to  issue  $3,000,000 
more,  making  the  total  capital  $5,000,000.  When  was  that  addi- 
tional $3,000,000  issued?    A.  Gradually,  as  we  wanted  it. 

Q.  It  was  all  issued  ?    A.  Yes,  sir. 

Q.  And  all  for  cash  at  par  ?    A.  Yes,  sir. 

Q.  And  what  date,  or  approximately  what  date,  was  the  last  of 
that  $3,000,000  issued?  A.  I  can't  give  those  answers  without 
referring  to  the  books. 

Q.  Have  you  any  books  that  you  can  refer  to  ?    A.  No,  not  now. 
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Q.  That  means  that  you  can't  give  it.  You  say  you  can't  give 
it  without  referring  to  the  books  and  you  haven't  any  books? 
A.  No ;  I  would  have  to  find  out  from  that. 

Q.  You  say  there  are  no  books  here  that  will  give  that  informa- 
tion? A.  Most  of  the  books  have  been  sent,  except  the  minute 
books. 

Q.  They  have  been  sent  where  ?    A.  To  the  Xew  York  Company. 

Q.  Have  been  sent  to  New  York?  A.  A  great  many  things 
have  been  sent  down  there,  yes,  sir. 

Q.  So  that  they  are  no  longer  located  in  Buffalo  ?    A.  No. 

Q.  Just  what  books  has  the  company  in  Buffalo  —  that  is  the 
Buffalo  Bell  ?    A.  We  have  got  the  minute  books. 

Q.  Nothing  outside  of  them  ?    A.  Not  much,  I  think,  now. 

Q.  How  about  the  old  stock  certificate  books?  A.  Those  we 
have  got  here. 

Q.  And  the  stock  ledger  ?    A.  Those  are  here. 

Q.  Those  are  here?    A.  Yes,  sir. 

Q.  Did  your  company,  about  1902,  obtain  permission  to  in- 
crease its  capital  to  $10,000,000?  A.  We  got  permission  from 
the  State  to  increase  to  $10,000,000.  I  can't  give  you  the  exact 
date. 

Q.  Well,  about  that  time?     A.  Yes,  sir. 

Q.  That  gave  you  an  additional  stock  of  $5,000,000  ?  A. 
$5,000,000. 

Q.  Can  you  tell  approximately  how  much  of  that  additional 
$5,000,000  was  issued?  A.  We  have  issued  up  to  $8,122,700,  I 
think ;  either  400  or  700. 

Q.  That  is  the  amount  that  was  outstanding  at  the  time  of  the 
sale  to  the  New  York  Telephone  Company  ?    A.  Yes,  sir. 

Q.  Now,  Mr.  Watson,  aren't  you  in  error  when  you  say  that  all 
'of  your  stock  has  been  issued  for  cash  paid  into  the  treasury  since 
ithe  issue  of  the  $210,000  to  the  American  Bell  ?  A.  I  think  not, 
sir.    That  is  what  we  issued  it  for. 

Q.  Well,  let  us  imderstand  each  other;  possibly  we  don't. 
Didn't  you,  at  one  time,  increase  your  stock  from  $1,000,000  to 
$2,000,000  dollars  I    A.  Not  all  at  the  same  time,  I  don't  think. 

Q.  And  on  that  occasion  wasn't  the  new  stock  issued  to  its 
stockholders  pro  rata,  giving  to  each  as  much  as  he  proportionately 
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held,  without  their  paying  any  money  whatever  ?  A.  No,  sir,  they 
paid  in  their  money  every  time. 

Q.  There  wasn't  a  stock  dividend  declared  ?    A.  No,  sir. 

Q.  Then  when  you  stated  to  me  last  night  that  you  did  declare 
a  stock  dividend,  that  wasn't  true  ?  A.  Yes ;  there  was  one  stock 
dividend  made.  I  don't  know  what  year  that  was.  That  was  the 
only  one. 

Q.  And  on  that  occasion  you  declared  a  stock  dividend  of  100 
per  cent  ?    A.  Yes. 

Q.  So  that  there  was  one  issue  that  wasn't  for  cash  ?  A.  Yes ; 
I  didn't  know  what  you  were  getting  at  first.    We  had  a  surplus. 

Q.  That  is,  during  the  time  of  operation  you  had  accumulated 
a  surplus  equal  to  100  per  cent,  of  the  whole  outstanding  prop- 
erty?   A.  Yes. 

Q.  You  obtained  permission  to  double  your  stock  and  divided 
the  new  stock  among  your  stockholders  as  a  stock  dividend?  A. 
Yes. 

Q.  Now,  taking  the  exception  of  the  stock  that  may  have  been 
issued  to  the  Western  Union  people  for  their  plant,  also  excepting 
the  $210,000  which  was  issued  for  the  right  to  operate  under  the 
Bell  patents  —  the  licenses  —  that  covered  the  seven  counties, 
did  it?    A.  Yes. 

Q.  And  excepting  the  stock  dividend  of  100  per  cent.,  amount- 
ing to  $1,000,000  in  1897,  or  thereabouts,  has  all  of  your  stock 
been  issued  for  cash  at  par  ?    A.  Yes,  sir. 

Q.  Or  are  there  some  other  exceptions?    A.  No. 

Q.  Absolutely  none  ?    A.  No. 

Q.  What  time  was  the  sale  of  the  property  of  the  Bell  of  Buf- 
falo made  to  the  New  York  Telephone  Company?  A.  It  was 
made  in  September,  I  think. 

Q.  Of  this  year  ?  A.  Yes,  wasn't  it  ?  I  think  it  was  Septem- 
ber. The  sale  was  made  a  little  before  that.  It  was  finallv  closed 
in  September.    We  had  to  get  the  vote  of  the  stockholders  on  it. 

Q.  And  at  that  time  there  was  outstanding  —  now,  correct  me 
if  I  am  wrong,  if  you  will  —  81,234  shares  of  the  capital  stock  of 
the  Buffalo  Bell  Telephone  Company  ?  A.  I  don't  know  whether 
that  is  400  or  600.    Mr.  Baecher  can  tell  you  that  exactly. 

Mr.  Page  :    Which  is  right,  Mr.  Baecher  ? 

Mr.  Baecher:    81,234. 
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Q.  Could  you  tell  the  approximate  number  of  shareholders  in 
the  Bell  Telephone  Company  at  that  time?  A.  When  we  closed 
out? 

Q.  Yes.    A.  Between  600  and  700. 

Q.  And  was  the  control  of  the  company  divided  or  was  it  in 
the  hands  of  a  few  people  ?  A.  Oh,  it  was  divided.  The  control 
of  the  company  was  in  the  hands  of  a  few  people,  yes. 

Q.  Was  the  control  in  the  hands  of  one  corporation?    A.  Yes. 

Q.  And  will  you  state  what  corporation  it  was  ?  A.  The  Ameri- 
can Telephone  and  Telegraph  Company  had  a  controlling  interest. 

Q.  Do  you  know  how  many  shares  it  held  at  that  time?  A. 
No,  I  do  not.    The  treasurer  could  give  you  that. 

Q.  Would  you  say  that  75,661  would  be  probably  correct.? 
A.  They  had  about,  if  I  recollect  right,  52  per  cent. 

Q.  That  would  be  rather  more  than  52  per  cent.,  wouldn't  it? 
A.  Perhaps  that  is.    52  or  53  per  cent. 

Q.  I  mean  at  the  time  you  sold  out  this  fall  ?    A.  Yes. 

Q.  At  the  time  the  sale  was  consummated?  A.  That  they 
owned? 

Q.  Yes.    A.  Yes. 

Q.  About  93  per  cent,  of  the  stock  ?    A.  Now  ? 

Q.  That  they  held  at  that  time  ?    A.  When  ? 

Q.  At  the  time  you  sold?  A.  Well,  before  that  they  owned  53 
per  cent.    That  is  what  I  said. 

Q.  And  later  on  ?    A.  Oh,  they  have  got  93  per  cent.  now. 

Q.  They  bought  in  until  at  the  time  of  the  actual  transfer  they 
had  93  per  cent,  of  the  stock  ?    A.  Yes. 

Q.  Have  you  the  contract  that  was  made  with  the  Buffalo  Bell 
and  the  New  York  Telephone  Company  in  reference  to  the  sale? 
A.  Mr.  Baecher  has  that,  I  think. 

Q.  He  has  that?    A.  Yes. 

Q.  What  dividends  have  been  paid  upon  the  stock  of  the  Buffalo 
Bell  Telephone  Company,  and  when  was  the  last  dividend  paid? 
A.  The  first  dividend  was  paid  in  1879,  I  think.  We  paid  divi- 
dends for  thirty  years. 

Q.  Beginning  in  1879?     A.  Thirty  years  and  a  quarter. 

Q.  And  in  1879  you  paid  a  quarterly  dividend?  A.  I  think 
the  first  year,  if  I  recollect  right,  we  paid  7  per  cent. ;  then  after- 
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wards  we  cut  it  down  to  6  per  cent,  and  it  has  kept  6  per  cent,  ever 
since. 

Q.  And  you  have  paid  regularly  a  quarterly  dividend  of  1^ 
per  cent.  ?    A.  Yes,  sir. 

Q.  Every  quarter  since  the  beginning  of  the  year  1880  to  the 
time  of  your  sale?    A.  Yes,  sir;  121  dividends,  I  think. 

Q.  Can  you  tell,  Mr.  Watson,  the  value  of  the  property  of  the 
Bell  of  Buffalo  just  prior  to  its  sale  to  the  New  York  Telephone 
Company  ?  A.  Our  book  accounts  would  be  the  only  thing  I  could 
tell  by. 

Q.  And  you  couldn't  tell  without  referring  to  the  books  —  that 
is,  to  the  ledger?    A.  No. 

Q.  Where  would  the  account  be  that  would  show  that  —  upon 
what  is  known  as  the  general  ledger  ?    A.  I  suppose  so,  yes. 

Q.  And  in  that  book  is  there  kept  a  profit  and  loss  account? 
A.  Yes,  sir. 

Q.  And  do  you  every  year  make  out  a  balance  sheet  ?  A.  Yes, 
sir. 

Q.  Showing  the  condition  of  the  company?    A.  Yes,  sir. 

Q.  Have  you  the  books  containing  those?  A.  I  think  those 
have  gone  to  New  York ;  I  won't  be  sure,  though. 

Q.  They  also  have  gone  to  New  York?    A.  Yes,  sir. 

Q.  Can  you  tell  the  number  of  subscribers  to  the  Buffalo  ex- 
changes ?    A.  You  mean  in  the  whole  territory  ? 

Q.  No,  just  the  city  of  Buffalo.  A.  Some  23,000  to  25,000. 
I  could  tell  that  if  I  was  at  the  oflSce. 

Q.  It  was  substantially  the  same  at  the  time  of  the  sale? 
A.  Yes,  sir. 

Q.  Then  you  operate  local  exchanges  in  other  villages  in  those 
seven  counties?    A.  Yes,  sir. 

Q.  You  also  operate  the  exchange  in  the  city  of  Rochester,  do 
you  not  ?  A.  Yes,  sir,  we  have  three  exchanges ;  all  our  own  prop- 
er! v. 

Q.  Are  there  some  telephone  lines  within  the  territory  of  those 
seven  counties  which  are  neither  owned  nor  operated  by  the  Bell 
of  Buffalo  ?    A.  I  think  there  are. 

Q.  And  are  a  part  of  what  is  known  as  the  General  Bell  Tele- 
phone system?  A.  Well,  I  don't  quite  imderstand  that.  Which 
the  Bell  system  are  operating,  you  mean  ? 
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Q.  Yes,  or  are  operated  by  a  part  of  the  Bell  system  ?  A.  Well, 
we  have  got  some  leased  lines  there ;  a  very  few. 

Q.  That  you  have  leased  ?    A.  Yes. 

Q.  How  did  that  come  about  ?  A.  Well,  some  of  them  we  bought 
out,  you  know. 

Q.  That  is,  you  have  bought  independent  lines?  A.  No,  we 
took  this  Lakeside  territory  over  here. 

Q.  And  what  was  that  ?  A.  That  is  along  the  Ridge  road  there 
from  Rockwell  down. 

Q.  How  long  a  line  ?  A.  I  don't  know  what  the  length  of  their 
line  is.    It  must  be  fifty  or  sixty  miles. 

Q.  And  who  was  it  built  by,  do  you  know?  A.  Who  was  it 
built  by? 

Q.  Yes ;  who  built  it  ?  A.  Some  Home  company,  I  think,  over 
there. 

Q.  That  is  with  entirely  local  capital  ?    A.  Yes. 

Q.  And  at  the  time  that  it  was  built  did  it  have  a  connection 
with  the  Bell  system  ?    A.  No,  sir. 

Q.  Or  was  it  merely  for  neighborhood  calls?    A.  That  is  all. 

Q.  Rather  expensive  neighborhood  extending  sixty  miles, 
wouldn't  you  think?  A.  That  is  from  Brockport  to  Albion,  I 
think. 

Q.  Well,  that  wasn't  the  thing  that  I  was  referring  to  especially 
in  my  question.  Isn't  it  true  that  there  are  operated  and  to  an 
extent  in  connection  with  the  lines  of  the  Bell  of  Buffalo  —  I 
won't  say  are,  but  were  operated  prior  to  the  sale,  in  connection 
with  the  lines  and  system  of  the  Bell  of  Buffalo,  some  long  distance 
telephone  lines  that  are  owned  by  the  American  Telephone  and 
Telegraph  Company  ?  A.  I  don't  know  about  that ;  I  should  have 
to  refer  back  to  find  that  out.  They  run  their  own  lines  in  here, 
you  know. 

Q.  Well,  do  you  know  whether  the  long  distance  lines  that  con- 
nect with  New  York  run  across  the  State  to  a  switching  station  in 
South  Buffalo  ?    A.  Yes. 

Q.  And  that  you  don't  own  those  lines  ?    A.  No. 

Q.  And  you  don't  operate  those  lines  ?    A.  No. 

Q.  You  have  nothing  to  do  with  those  —  A.  Those  are  their 
lines  entirely. 

Q.  Those  are  entirely  their  lines  ?    A.  Yes,  sir. 
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Q.  Now,  did  you  at  some  time  make  a  contract  with  the  owner 
of  the  long  distance  lines  which  provided  for  your  use  of  those 
lines  for  sending  long  distance  messages  ?  A.  I  presume  we  made 
some  contract ;  I  don't  recollect  it. 

Q.  Do  you  know  where  that  contract  is  ?  A.  I  presume  that  is 
at  Xew  York.  I  don't  know.  You  see  I  don't  keep  track  of  those 
contracts  at  all. 

iff.  Page:     Mr.  Baecher,  have  you  that  contract  with  the 
American  Telephone  and  Telegraph  Company  for  operation  ? 
Mr.  Baeciier:    No,  I  have  not. 

Q.  Mr.  Watson,  what  would  be  the  course  of  a  message  from 
one  of  your  subscribers  talking  with  a  party  in  New  York  ?  How 
would  the  connection  be  made  for  such  a  conversation  ?  A.  Why, 
it  goes  to  the  long  distance.  That  goes  to  New  York  down  the 
triangle. 

Q.  That   is,  your  subscriber  would  call   your  central  office? 
A.  Yes,  and  then  switch  them  50  L.  D.  —  that  is  long  distance. 
Q.  That  is,  they  call  toll  in  your  office  ?    A  Yes. 
Q.  Then  the  toll  operator  there  makes  a  connection  with  a 
switching  station  at  Buffalo  that  is  called  long  distance  ?    A.  Yes. 
Q.  And  the  message  would  go  from  your  subscriber  over  your 
wires  to  your  switching  station,  then  it  would  go  over  your  wires 
to  the  switching  station  of  the  long  distance  lines  and  there  would 
be  a  connection  with  a  wire  running  from  South  Buffalo  to  New 
York  which  is  owned  and  operated  by  what  company  ?    A.  Ameri- 
can Telephone  and  Telegraph. 

Q.  And  reaching  New  York,  you  don't  know  how  it  would  be 
distributed  there  ?    A.  No. 

Q.  Now,  you  had  a  contract  arrangement  with  the  American 
Telephone  and  Telegraph  Company  in  regard  to  the  general  ope- 
ration for  long  distance  telephoning,  did  you  not  ?  A.  I  think  we 
did. 

Q.  Did  that  contract  provide  for  your  receiving  a  certain  per- 
centage of  the  gross  amount  which  you  took  in  for  long  distance 
business  —  that  is,  for  the  calls  originating  in  your  territory  ? 
A.  I  think  they  gave  us  a  small  commission  for  it. 

Q.  Can  you  tell  what  that  commission  was  ?  A.  No,  I  couldn't 
tell  you  that,  Mr.  Page. 
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Q.  Well,  can  you  tell  anywhere  near  what  it  was  ?  A.  I  don't 
know ;  it  is  so  long  ago  that  I  haven't  looked  at  it. 

Q.  Did  you  get  any  commission  for  handling  long  distance 
messages  that  came  into  Buffalo  from  outside  that  didn't  originate 
within  your  territory?  A.  I  don't  know.  I  don't  thiiik  we  did, 
but  we  might  possibly.     The  contract  would  show. 

Q.  It  seems  hard  to  get  the  contracts?  A.  Well,  I  can't  help 
that.    It  is  such  a  short  time,  we  can't  get  anything,  hardly. 

Q.  You  don't  think  the  contract  is  lost,  do  you?  A.  I  don't 
think  it  is  lost;  I  think  they  have  got  it  in  New  York. 

Q.  And  you  think  if  the  contract  isn't  here  that  it  is  in  the 
office  of  the  New  York  Telephone  Company?  A.  I  don't  know 
about  that ;  it  may  be  all  long  distance,  you  know. 

Q.  But  you  are  quite  sure  that  it  is  still  in  existence?  A.  I 
think  so,  yes. 

Q.  An  important  contract  like  that  wouldn't  be  thrown  away  ? 
A.  No. 

Q.  Now,  you  have  some  long  distance  telephoning  or  telephone 
business  in  your  territory,  do  you  not?  That  is,  what  the  ordinary 
citizen  would  call  long  distance  work,  but  you  distinguish  that  by 
calling  it  toll  work  ?    A.  Yes. 

Q.  And  the  territory  covered  by  your  toll  work  was  the  terri- 
tory of  the  seven  counties  named  ?    A.  Yes. 

Q.  And  any  business  originating  in  that  territory  was  carried 
entirely  over  your  own  wires  ?    A.  Yes. 

Q.  And  the  income  from  it  went  entirely  into  your  treasury; 
that  is  to  sav,  if  a  subscriber  in  Rochester  wanted  to  talk  to  a  sub- 
scribcr  in  Buffalo,  he  would  not  be  switched  on  to  the  A.  T.  and  T. 
long  distance  line?  A.  Unless  our  line  was  broken  down  by  a 
storm. 

Q.  Then  you  would  use  your  long  distance  wires  until  your  line 
was  repaired  ?    A.  Yes. 

Q.  And  do  you  pay  them  anything  for  that  use?  A.  That  I 
^vould  have  to  go  to  the  auditor  to  find  out.  It  don't  come  to  me, 
you  know. 

Q.  Going  back,  Mr.  Watson,  to  the  time  of  the  issuing  of  the 
$210,000  par  value  of  stock  to  the  American  Bell,  did  that  give 
that  company  a  controlling  interest  in  the  Buffalo  Bell?  A.  No; 
they  had  it  before  that. 
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Q.  They  already  had  a  controlling  interest  ?    A.  Yes. 

Q.  And  with  each  increase  of  stock  had  they  taken  their  pro 
rata  increase  ?    A.  Yes,  sir,  every  time. 

Q.  So  that  they  have  at  all  times  since  the  beginning —  A. 
Paid  cash  for  it. 

Q.  Had  control  of  the  company  ?    A.  Yes,  sir, 

Q.  And  they  paid  the  same  as  the  other  stockholders?  A, 
Exactly. 

Q.  With  the  exception  of  the  $210,000  ?    A.  Yes,  sir. 

Q.  Did  you  ever  hear  anything  of  what  is  known  as  the  Morse 
leased •  service ?  A.  I  have  heard  of  it;  I  don't  know  anything 
about  it. 

Q.  Do  you  know  what  it  is  ?    A.  No. 

Q.  Whether  it  is  a  business  or  a  disease  ?    A.  No. 

Q.  When  does  the  corporate  existence  of  the  Bell  of  Buffalo 
expire,  do  you  know  ?  A.  No,  I  don't.  It  seems  to  me  it  is  per- 
petual—  I  think  it  is  perpetual.  Mr  Norton  could  tell  you 
that.     I  don't  recollect  it. 

Q.  It  was  originally  for  fifty  years  ?    A.  I  guess  that  is  it. 

Q.  There  has  been  no  modification  of  that  by  new  certificates  ? 
A.  Not  that  I  know  of. 

Q.  Can  you  tell  the  Committee  where  the  books  are  that  show 
the  construction  account  of  the  company  for  the  years  1900,  1901 
and  1902  ?    A.  I  think  they  must  be  in  New  York. 

Q.  Those  have  all  gone  to  New  York  ?  A.  I  think  they  have  — 
to  the  engineers  from  New  York. 

Q.  In  what  book  would  the  construction  account  of  the  com- 
pany be  kept  ?    A.  Well,  I  don't  know  that. 

Q.  Would  it  be  in  the  general  ledger?  A.  Oh,  yes,  I  sup- 
pose so. 

Q.  Well,  you  were  spending  a  considerable  amount  of  money 
after  1900  or  1897,  when  you  increased  from  $2,000,000  to 
$5,000,000?    A.  Yes. 

Q.  Since  that  time  there  has  been  issued  for  cash  stock  to  the 
amount  of  practically  $6,000,000.  How  has  that  been  spent? 
A.  Well,  we  put  up  all  our  exchanges  and  put  up  our  buildings. 
Yon  see  we  didn't  have  any  building  on  Seneca  street  at  all. 

Q.  How  much  did  that  cost?  A.  $125,000  for  one  and 
$100,000  or  $90,000  for  the  other. 
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Q.  Have  you  done  anything  in  the  way  of  installing  new 
switchboards?  A.  Yes,  we  put  in  new  switchboards  there  and 
carried  it  up  two  stories,  or  one  story  above  that. 

Q.  Was  your  work  of  construction  done  by  the  company  or  was 
it  done  by  contractors  ?    A.  We  had  contracts  made. 

Q.  That  is,  you  made  contracts  for  construction?    A.  Yes. 

Q.  W^ell,  those  contracts,  with  the  exception  of  the  moneys  in- 
vested in  real  estate,  was  the  expenditure  of  that  entire 
$6,000,000  ?    A.  Yes. 

Q.  All  done  by  way  of  contract  ?  A.  Yes,  sir.  We  built  three 
exchanges  in  Rochester;  one  in  Lockport;  one  in  Batavia;  one 
at  the  Falls ;  another  in  Tonawanda ;  and  we  have  got  eight  or  nine 
here  outside  of  Seneca  street. 

Q.  The  cost  of  maintenance  and  ordinary  repairs  was  paid  out 
of  the  moneys  received  from  operation  ?    A.  Yes,  sir. 

Q.  You  did  charge  off  to  depreciation  in  each  year?    A.  Yes. 

Q.  Approximately  how  much?  A.  We  charged  off  what  there 
was  after  paying  our  dividends. 

Q.  Whatever  money  you  had  left  in  the  treasury  after  paying 
your  fixed  dividends  was  charged  to  depreciation?     A.  Yes,  sir. 

Q.  Each  year  ?    A.  Yes,  sir ;  for  the  last  six  or  seven  years. 

Q.  Only  for  six  or  seven  years  ?    A.  I  think  it  is  all  of  that. 

Q.  Since  the  increase  of  stock  in  1900  ?    A.  Yes. 

Q.  Do  you  object  to  telling  the  Committee  what  the  stock- 
holders of  the  Buffalo  Bell  received  for  their  stock  at  the  time  of 
the  sale  to  the  New  York  Telephone  Company  ?    A.  W^hat  is  that  ? 

Q.  W^hat  the  stockholders  of  the  Buffalo  Bell  received  for  their 
stock  at  the  time  of  the  sale  to  the  New  York  Telephone  Company  ? 
A.  They  received  their  stock  in  return  for  it. 

Q.  On  what  basis  ?    A.  The  basis  of  93i/^,  I  think. 

Q.  For  which  stock  ?    A.  Of  our  stock  here. 

Q.  For  your  stock  ?  A.  Turned  that  in  so  that  and  theirs  was 
about  140  something. 

Q.  How  was  that  basis  determined?  A.  We  figured  up  what 
they  could  be  exchanged  for. 

Q.  Well,  for  instance,  take  the  931/^  that  was  agreed  upon  as  a 
basis  of  value  of  your  stock  — -  the  stock  of  the  Buffalo  Bell.  Was 
that  the  result  of  an  appraisal  of  your  physical  property  ?  A.  I 
don't  know  about  that. 
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Q.  Calculations  by  the  engineers?  A.  Well,  the  engineers 
looked  it  over ;  I  don't  know  what  they  arrived  at. 

Q.  Do  you  know  if  an  appraisal  was  made  to  determine  the 
value  or  help  in  determining  it  ?    A.  No,  I  do  not. 

Q.  Do  you  know  if  there  was  anything  allowed  for  good  will  of 
the  business  in  determining  the  value  of  that  stock  ?  A.  No,  I  do 
not. 

Q.  Who  would  know  about  that  ?  A.  I  don't  know  who  would 
know  about  that.    Perhaps  the  New  York  Company  knows. 

Q.  Well,  who  in  that  company  would  know  ?  A.  I  don't  know. 
Mr.  Bethell  might. 

Q.  Mr.  Bethell?  What  is  his  position  with  the  company?  A. 
He  is  president  of  the  New  York  Company. 

Q.  President  of  the  New  York  Telephone  Company  ?  A.  Yes, 
sir. 

Q.  Who  else  might  know  ?  A.  Oh,  I  suppose  most  any  of  them 
down  there  would  know ;  perhaps  Mr.  Vail  would. 

Q.  Mr.  Vail  ?    A.  Yes. 

Q.  What  position  does  he  hold  in  the  New  York  Telephone 
Company  ?    A.  He  is  president  of  the  A.  T.  &  T. 

Q.  Is  he  an  officer  of  the  New  York  Telephone  Company? 
A.  No.    He  may  be  a  director,  possibly ;  I  don't  know. 

Q.  But  he  doesn't  hold  any  other  office  as  far  as  you  know, 
except  possibly  that  of  director  ?    A.  No. 

Q.  Have  you  a  copy  of  the  bill  of  sale  that  was  delivered  to  the 
New  York  Telephone  Company  at  the  time  of  this  transaction? 
A.  I  think  so. 

Q.  Does  that  bill  of  sale  contain,  or  have  attached  to  it  a 
schedule  showing  the  items  of  personal  property  turned  over? 
A.  The  bill  of  sale  would  explain  itself  if  you  looked  over  it. 

Q.  Have  you  it  here  ?    A.  Mr.  Baecher  has  it. 

Mr.  Norton:    We  haven't  got  it.    It  is  a  contract. 

Q.  The  bill  of  sale  is  where  ?    A.  What  is  that  ? 

Q.  Where  is  the  bill  of  sale  ?  There  was  one  given  ?  A.  It  is 
in  that  contract. 

Q.  Wasn't  there  a  bill  of  sale  given  with  the  property  ?  A.  No, 
sir. 

Q.  Weren't  deeds  executed  for  the  real  estate?  A.  Oh,  deeds 
were  executed,  of  course,  and  they  have  gone  on  record. 
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Q.  Wasn't  there  a  bill  of  sale  conveying  the  property  from  the 
Bell  of  Buffalo  to  the  New  York  ?    A.  I  can't  tell. 

Mr.  Noeton:  I  think  there  was  a  bill  of  sale;  but  I  don't 
remember  any  schedules. 

Q.  Do  you  think  it  was  a  blanket  bill  saying  "  here  goes  every- 
thing "  or  something  like  that  ?  A.  The  deeds  carried  most  every- 
thing. 

Q.  You  stated,  Mr.  Watson,  the  number  of  subscribers  in  the 
city  of  Buffalo.  Can  you  give  the  subscribers  which  you  have  to 
your  Rochester  exchange  ?  A.  Not  without  looking  at  the  changes 
every  month,  and  I  haven't  seen  it  for  two  months. 

Q.  I  mean  approximately,  in  round  numbers,  how  many  were 
there?    A.  I  think  it  was  somewhere  around  12,000  or  15,000. 

Q.  And  25,000,  I  think  you  said,  in  the  Buffalo  exchange? 
A.  Yes,  sir. 

Q.  And  how  many  in  the  balance  of  the  territory?  A.  About 
68,000,  I  think. 

Q.  In  the  entire  seven  counties  you  have  60,000  subscribers? 
A.  Yes,  sir. 

Q.  And  how  many  exchanges  ?  A.  Well,  we  have  got  eight  or 
nine  here,  the  Falls  is  ten,  Lockport  is  eleven,  Tonawanda  is 
twelve,  Batavia  is  thirteen.  There  must  be  eight  or  ten  —  sixteen 
anyway. 

Q.  Exchanges?    A.  Yes. 

Q.  Now,  have  you  the  Bell  rate  sheet  showing  your  charges  for 
toll  messages  within  the  territory  of  the  seven  counties?  A.  No, 
they  were  making  that  up;  they  had  not  finished  it  when  I  left. 

Q.  That  is  being  prepared  and  will  be  furnished  to  the  Com- 
mittee ?    A.  Yes,  sir. 

Q.  How  about  your  schedule  of  prices  for  different  kinds  of 
service  in  the  different  exchanges  ?    A.  Yes. 

Q.  That  is  being  prepared  also  ?    A.  Yes. 

Q.  And  that,  when  completed,  will  show  the  charges  made  in 
the  city  of  Rochester  ?  A.  Yes.  I  don't  know  what  you  asked  for. 
Did  you  ask  for  each  separate  ? 

Q.  No,  I  didn't  ask  for  each  separate.  I  asked  to  have  them 
all  included.  And  you  being  officers  of  the  company  operating 
there,  it  seems  much  simpler  and  better  to  get  that  information 
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from  you  here  than  to  attempt  to  get  it  from  the  operating  force 
in  Rochester  ?    A.  Yes. 

Mr.  Nobton:  You  couldn't  get  it  there.  We  will  give  you 
what  you  want. 

Q.  I  show  you  Exhibit  6  for  identification.  Can  you  say  what 
it  is  ?    A.  Yes. 

Q.  Do  you  know  whether  it  was  issued  by  the  authority  of  your 
company  ?  ,  A.  I  do  not. 

Q.  What  do  you  think  about  it  ?    A.  I  couldn't  tell  you. 

Q.  Just  as  a  matter  of  ordinary  fairness.  Do  you  think  any 
other  concern  paid  for  the  expense  of  printing  and  mailing  this  ? 
A.  I  presume  it  is  us,  but  I  won't  swear  to  it,  that  is  all. 

Q.  It  bears  the  imprint  of  the  Bell  Telephone  Company,  22 
West  Seneca  street  ?    A.  Yes. 

Q.  And  that  is  the  office  of  the  Bell  Telephone  Company  in 
Buffalo?    A.  Yes. 

Q.  And  it  also  has  the  trade-mark  of  the  long  distance  line? 
A.  I  presume  that  is  so. 

Mr.  Nobton:  I  don't  think  it  bears  the  imprint  of  the  Bell 
Telephone  Company,  if  you  will  excuse  me. 

Mr.  Page  :    That  is  the  trade-mark,  isn't  it  ? 

Mr.  NoBTON :  Bell  System.  That  is  the  American  Telephone 
and  Telegraph  Company's. 

Mr.  Page:  But  the  name  printed  right  here  across  the  bottom, 
Bell  Telephone  Company,  22  West  Seneca  street. 

Mr.  NoBTON :    Then  I  have  to  take  it  back,  if  you  have  got  it. 

The  W^iTNESS :    I  don't  see  all  the  things  that  come  out. 

Q.  There  can  be  no  dispute  but  what  that  was  issued  by  the 
Bell  Telephone  Company  of  Buffalo  ?    A.  I  don't  think  so. 

Q.  I  notice  on  this  card,  Exhibit  6,  a  statement  that  the  three 
minute  rates  from  Buffalo  to  a  few  important  nearby  points  are, 
for  instance,  Akron,  15  cents;  Dunkirk,  20  cents;  Erie,  30  cents. 
Xow,  Erie  and  Dunkirk  and  Akron  all  seem  to  be  about  the  same 
distance  from  the  centre,  according  to  this  diagram  ?  A.  That  is 
out  of  our  territory.    We  don't  go  to  Erie,  you  know. 

Q.  You  don't  go  to  Erie  ?    A.  No. 

Q.  Do  you  go  to  Dunkirk  ?    A.  ISTo. 

Q.  Do  you  go  to  Akron  ?    A.  I  think  we  do.    We  join  the  New 
York  and  Pennsylvania  there,  you  see. 
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Q.  What  is  the  rate  to  Rochester  ?  A.  I  don't  pretend  to  carry 
the  rates  at  all. 

Q.  There  seems  to  be  quite  a  good  deal  of  difference  in  rates 
to  towns  that  are  equally  distant  from  BuflFalo.  Do  you  under- 
stand that  that  is  true  in  some  cases?  A.  That  depends,  I  sup- 
pose, on  the  traffic.  Some  of  those  places  might  not  have  more 
than  two  or  three  messages  a  day. 

By  Chairman  Davis: 

Q.  Oh,  right  there.  Do  you  charge  a  tariff  to  that  point  greater 
or  less  than  to  a  nearer  point  with  a  larger  traffic  ? 

Mr.  Page  :     That  is  about  what  I  was  coming  to. 

A.  I  don't  get  up  those  rates,  Mr.  Chairman,  at  all.  They  are 
gotten  up  by  other  officials.    That  don't  come  under  me. 

By  Mr.  Page: 

Q.  As  between  two  points  equally  distant  from  Buffalo,  one 
having  a  very  heavy  traffic,  the  other  a  very  light  traffic,  which 
would  have  the  lower  rate  ?    A.  The  heavy  traffic  would,  naturally. 

Q.  That  is,  the  more  business  you  can  do  over  a  given  line, 
the  cheaper  you  can  afford  to  do  the  business,  is  that  correct? 
A.  That  is  what  they  say  in  railroading. 

Q.  Is  that  true  in  telephoning?     A.  Yes. 

Q.  The  railroads  are  not  among  our  troubles  now.  A.  When 
you  get  up  to  a  certain  number,  that  is  all  the  line  can  carry,  and 
you  have  to  put  in  a  new  line. 

Q.  In  order  to  get  up  to  that  point  you  build  a  new  line,  don't 
you?  A.  Yes,  and  that  takes  a  great  deal  more  money  though, 
and  it  might  not  pay  for  some  time. 

Q.  That  is  true  of  most  business  extensions,  isn't  it  ?    A.  Yes. 

Q.  Now,  do  you  say,  as  a  general  proposition,  that  the  more 
business  you  can  do  over  a  line  between  two  given  points  the 
cheaper  you  can  afford  to  do  that  business?  A.  Well,  I  think 
that  would  have  some  effect,  of  course,  because  you  have  got  to 
put  on  more  operators.  I  don't  take  up  that  part  of  the  business 
at  all. 

Q.  I  am  just  asking  you  for  your  opinion.  You  have  been 
connected  with  the  telephone  business  since  its  infancy,  and  your 
opinion  must  be  of  considerable  value.  You  have  been  president 
of  one  of  the  large  companies  for  thirty  years,  which  has  grown 
from  $eSO,000  to  $8,000,000?     A.  Yes. 
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Q.  I  think  you,  as  the  chief  executive  all  that  time,  must  know 
a  great  deal  about  the  telephone  business  ?  A.  Yes ;  but  one  man 
takes  the  finances.  That  is  as  much  as  he  wants  to  handle  without 
going  into  all  the  details. 

Q.  I  suppose  you  have  been  looking  after  a  great  deal  more 
than  finances  in  order  to  keep  the  company  growing  at  the  rate  it 
is  growing.  The  finances  seem  to  have  taken  care  of  themselves 
very  well.  What  do  you  say  to  that?  The  more  business  you 
have  to  do  the  cheaper  you  can  do  it?  A.  Certainly,  the  more 
business  you  have  to  do  the  cheaper  you  can  do  it. 

Q.  And  the  lower  rate  you  can  charge  to  the  public,  and  make 
money?    A.  Yes. 

Q.  Tom*  answer  is  yes  to  that  ?    A.  Yes. 

Q.  Mr.  Watson,  you  said  something  last  night  about  what  a 
long  distance  line  should  earn  per  mile  in  order  to  be  profitable, 
or  a  toll  line  ?    A.  I  didn't  tell  you  anything  about  that. 

Q.  Was  it  Mr.  Kamsdell  that  made  that  statement?    A.  Yes. 

Q.  And  that  is  something  that  you  know  nothing  about?  A. 
Xo. 

Q.  You  couldn't  say  what  a  toll  line  operated  between  two 
points  ought  to  yield  per  mile  ?    A.  Xo. 

Q.  That  is  in  order  to  be  profitable  ?    A.  Yes. 

llr.  Page:  That  is  all. 

Mr.  KoHTOx :  I  want  to  clear  up  one  point  here  that  does  not 
appear  to  be  very  clear,  and  I  ask  the  favor  of  the  Committee  to 
ask  the  witness  one  question,  and  that  is  on  that  issue  of  the  stock 
in  the  shape  of  a  dividend? 

Chaiiman  Davis:  Very  well,  Mr.   Xorton. 

By  Mr.  Norton  : 

Q.  There  was  a  surplus  of  the  company,  wasn't  there?  A. 
Yes. 

Q.  And  that  was  used  in  extensions  ?    A.  Yes. 

Q.  And  the  dividend  was  used  to  make  good  to  the  stockholders 
the  surplus?    A.  Yes. 

Q.  Xow,  about  this  question  of  rates.  You  have  had  nothing 
to  do  with  making  rates  ever,  have  you?     A.  Xo. 

Q.  You  do  not  know  what  enters  into  it  ?    A.  Xo. 

Chairman  Davis:  Anything  further  from  the  witness: 

Mr.  Page:  Xothing  further  from  him. 
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Chairman  Davis  :  The  Committee  will  take  a  recess  now  until 
2  o'clock  this  afternoon,  and  we  will  meet  in  the  Council  Cham- 
ber, for  the  reason  that  this  room  is  to  be  engaged. 

Mr.  Page  :  Mr.  Chairman,  before  we  take  a  recess,  I  would  like 
to  ask  Mr.  Baecher  if  he  will  be  here  this  afternoon  at  2  o'clock 
with  the  minute  books  of  the  Buffalo  Bell  and  the  contracts,  so 
far  as  he  can  find  them,  that  we  talked  about  last  night;  for 
instance,  the  contract  first  made  with  the  American  Bell.  1 
would  like  that  on  the  record.  The  contract  made  with  the 
American  Bell,  which  was  a  permanent  contract,  and  was  the 
value  received,  if  you  please,  to  the  Federal  Bell  for  $210,000 
of  stock.  If  it  can  be  found  I  would  like  it  produced.  Also  the 
contract  in  regard  to  long  distance  telephoning  of  the  American 
T.  &  T.,  that  is  any  contract  either  with  that  company  or  what- 
ever company  it  is  with,  and  the  contract  of  sale  to  the  New  York 
Telephone  Company.  I  ask  Mr.  Baecher  to  produce  here  the 
books  of  the  Buffalo  Bell  Company  which  show  the  contracts  or 
the  expenditures  of  the  $6,000,000  received  from  increase  in 
capital  stock  since  the  year  1900. 

Mr.  Chairman,  Mr.  Watson  calls  my  attention  now  to  what  he 
says  was  an  error  in  his  testimony,  which  he  wishes  to  correct. 

Chairman  Davis:  Xow  is  the  time  to  do  it. 

Mr.  Watson:  We  made  contracts  for  buildings  and  we  built 
our  own  lines,  you  know. 

Chairman  Davis:  That  is  as  I  understood  it.  You  contracted 
with  contractors  and  not  through  a  construction  company? 

Mr.  Watson:  No. 

Chairman  Davis:     Direct  with  the  contractors? 

Mr.  Watson:  Yes. 

Bv  Mr.  Page: 

Q.  Just  a  minute,  Mr.  Watson.  In  the  case  of  your  lines 
and  your  switchboards,  did  you  do  that  work  by  day  labor?  A. 
W^hat  do  you  mean  ? 

Q.  The  work  of  building  your  lines  you  did  by  day  labor  ?  A. 
Yes. 

Q.  You  didn't  make  a  contract  with  another  contractor?  A.  I 
think  not. 
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Q.  You  sent  your  foreman  or  superintendent,  did  you?  A. 
Yes. 

Q.  And  they  employed  the  labor  and  you  bought  the  materials  ? 
A.  Yes. 

Q.  And  the  lines  were  constructed  by  the  company?  A.  Yes; 
that  is  right. 

Q.  Now,  does  that  apply  to  the  switchboards  ?  A.  The  switch- 
boards were  built  in  Xew  York.  The  Western  Electric  built  all 
the  switchboards  for  us. 

Q.  Your  switchboards  were  built  by  the  Western  Electric  of 
Xew  York  ?    A.  Yes,  sir. 

Q.  And  the  only  contracts  which  you  made  which  cover  any 
portion  of  this  $6,000,000  were  your  contracts  with  different 
building  contractors?     A.  For  exchanges. 

Q.  For  building  your  exchange  buildings?  A.  Yes,  that  is 
right. 

Q.  Xow  that  covers  the  correction  which  you  wished  to  make  ? 
A.  Yes. 

Adjourned  until  2  p.  m. 


AFTER  EECESS. 

Thomas  T.  Ramsdell,  being  duly  sworn,  testified  as  follows : 

By  Mr.  Page  : 

Q.  Mr.  Ramsdell,  you  are  an  oflScer  of  the  Buffalo  Bell  Tele- 
phone Company  ?    A.  Yes,  sir. 

Q.  And  what  is  your  official  position  ?  A.  Vice-president  of  the 
Buffalo  Bell. 

Q.  How  long  have  you  held  that  position?    A.  Five  years. 

Q.  Were  you  connected  in  any  way  with  the  Buffalo  Bell  before 
:>'ou  became  vice-president  ?    A.  As  a  director. 

Q.  For  how  long  ?  A.  I  have  forgotten ;  but  my  recollection  is 
since  1892. 

Q.  Were  you  interested  in  the  company  in  any  manner  prior  to 
ihat  time?    A.  Do  you  mean  as  a  director  or  official? 
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Q.  I  mean  in  any  manner?  A.  As  a  stockholder,  do  you 
mean? 

Q.  Stockholder  or  employee?  A.  Well,  I  can't  recall  whether 
I  held  stock  in  the  company.  I  wasn't  in  any  way  connected 
with  the  company  oflScially,  that  is,  as  an  officer  or  director. 

Q.  Or  as  an  employee?    A.  Nor  as  an  employee. 

Q.  Have  you  been  able  to  find,  or  have  you  endeavored  to  find, 
a  contract  executed  between  the  Buffalo  Bell  Telephone  Company 
and  the  owner  of  the  long  distance  lines,  in  regard  to  the  handling 
of  the  long  distance  telephone  business  originating  in  Buffalo 
or  in  the  territory  of  the  Buffalo  Bell?  A.  No,  I  haven't.  The 
question  is  whether  I  have  looked  for  the  same? 

Q.  Yes.     A.  I  haven't  looked  for  the  same. 

Q.  Do  you  know  where  that  contract  is?    A.  I  do  not. 

Q.  Do  you  know  that  there  is  such  a  contract  ?  A.  Yes,  there 
is. 

Q.  Do  you  know  when  it  was  executed?  A.  No,  I  can't  tell 
you. 

Q.  Can  you  tell  approximately  when  it  was  executed?  A. 
Well,  I  say  that  there  have  been  several  contracts  from  time  to 
time,  but  as  to  the  character  of  either  one,  or  any  one,  I  think 
I  am  unable  to  state.  I  have,  in  a  general  way,  the  knowledge  of 
the  nature  of  the  existing  contract,  but  as  to  when  the  contract 
was  made  — 

Q.  Can  you  state  how  long  the  existing  contract  has  been  in 
existence?  A.  No,  I  cannot.  Our  auditor  would  have  to  give 
you  that  information. 

Q.  Can  you  tell  in  what  particular  that  contract  which  is  now 
in  existence  differs  from  the  previous  contract?  A.  Merely  a 
difference  in  the  commission  allowed  for  handling  their  business 
over  our  lines. 

Q.  Increasing  or  diminishing  the  commission  of  the  later  con- 
tracts ?    A.  I  can't  tell  vou  that. 

Q.  Can  you  tell  what  the  arrangement  was  under  the  last  con- 
tract? A.  Yos,  as  I  say,  in  a  general  way  I  can;  as  applying  to 
Buffalo,  for  instance.     Will  that  answer  be  satisfactory? 

Q.  I  think  so.  Just  give  us  what  the  arrangement  was  as  far 
as  Buffalo  was  concerned  ?    A.  The  contract  allows  us  a  commis- 
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sion  of  15  per  cent,  on  all  outgoing  business ;  but  in  no  case  shall 
the  commission  exceed  10  cents  per  message. 

Q.  Did  that  arrangement  apply  only  to  the  city  of  Buffalo  or 
to  the  entire  territory?  A.  That  arrangement  applies  to  wher- 
ever we  —  where  they  do  their  own  operating. 

Q.  Just  what  do  you  mean  by  that  please  ?  A.  Well,  I  mean 
by  that  that  instead  of  —  as  here  in  Buffalo  the  operating  is 
handled  at  a  switching  station  or  at  what  they  call  the  long  dis- 
tance office  at  South  Buffalo.  Now,  in  Rochester  we  operate  the 
board  for  them  —  the  long  distance  business  for  them,  and  they 
are  in  our  main  exchange  there,  and  my  recollection  is  in  that 
case  that  the  commission  is  20  per  cent.,  but  in  no  instance  to 
exceed  more  than  10  cents.  Now,  I  am  simply  giving  you  those 
figures  and  making  this  statement  from  recollection.  I  am  quite 
confident  that  they  are  accurate. 

Q.  That  is,  you  think  your  recollection  is  accurate  in  that  re- 
gard? A.  Yes,  sir;  and  those  are  the  only  differences  as  to  a 
distinction  between  the  commissions.  That  applies,  I  would  like 
to  say,  to  outgoing  business.  There  is  no  commission  paid  to  us 
on  incoming  business. 

Q.  That  is,  one  of  the  considerations  for  the  payment  to  you 
of  the  15  and  20  per  cent,  on  outgoing  business,  is  your  under- 
taking to  handle  the  incoming  business  without  tariff  ?  A.  Yes ; 
but  anything  originating  here,  as  in  the  case  of  Buffalo,  we  have 
15  per  cent,  commission;  but  in  no  case  to  exceed  10  cents.  And 
in  Rochester,  where  we  do  the  operating,  it  is  20  per  cent,  com- 
mission; but  in  no  case  to  exceed  10  cents. 

Q.  And  what  was  the  arrangement  in  regard  to  long  distance 
business  over  your  Lockport  exchange?  A.  Well,  that  would  be 
the  same  as  Buffalo.  I  am  not  sure  about  that.  I  won't  be  sure 
about  the  smaller  exchanges,  as  to  how  the  business  is  handled, 
^'ell,  now,  let  me  qualify  there.  It  is  fair  to  presume  that  in  all 
of  the  smaller  exchanges  they  handle  the  long  distance  as  well  as 
the  tolls,  so  what  applies  to  Rochester  would  apply  to  the  smaller 
exchange.    You  are  asking  me  — 

Q.  As  to  the  commission  only.  A.  You  are  asking  me.  Senator, 
questions  that  really  ought  to  be  answered  by  the  auditor  of  the 
company  who  keeps  track  of  that  business.  I  am  ouly  stating  in 
a  general  way. 
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Q.  It  seems  to  me  that  they  ought  to  be  answered  by  the  con- 
tract ;  but  unfortunately  the  contract  is  not  here  ?  A.  No ;  but  I 
think  you  — 

Q.  Just  a  question,  while  we  are  on  that.  Does  the  arrange- 
ment that  applies  at  Rochester  —  your  exchange  handling  the  out- 
going long  distance  messages  for  a  commission  of  20  per  cent. 
— apply  to  all  of  the  other  exchanges  within  your  territory  out- 
side of  the  city  of  Buffalo?  A.  Yes,  I  should  say  so.  I  don't 
recollect  any  other  exception. 

Q.  Now  to  clear  up  in  my  mind  one  question:  The  time  of 
a  message  is  generally  considered  three  minutes,  is  it  not?  A. 
Yes,  sir. 

Q.  If  a  message  occupies  a  longer  time,  the  charge  is  made  for 
each  additional  minute?     A.  Yes. 

Q.  Now,  assuming  that  a  conversation  takes  place  between  a 
subscriber  in  Buffalo  and  a  party  in  New  York  lasting  for  ten  min- 
utes, is  that  treated  as  one  message  in  paying  commissions  to 
the  Buffalo  Bell,  or  is  each  three  minutes  of  that  time  treated  as  a 
message?  A.  As  one  message.  The  lapse  of  time  covering  the 
message  makes  no  difference  whatever. 

Q.  That  is  all  one  message?  A.  That  you  will  understand  is 
covered  by  that  10  cents.  In  no  instance  shall  the  commission 
exceed  10  cents. 

Q.  That  is  what  I  wanted  to  get  at  —  whether  you  had  a  stand- 
ard length  of  time  of  conversation  counted  as  one  message,  or 
whether  the  call,  no  matter  whether  it  took  three  minutes  or  three 
hours,  was  one  message?  A.  The  commission  would  be  exactly 
the  same.  Now,  for  instance.  Senator,  we  might  take  New  York 
as  an  illustration.  I  called  you  senator ;  perhaps  counselor  would 
be  better. 

Mr.  Page  :  I  was  remarking  that  I  had  acquired  a  new  title. 

The  Witness:  You  will  be  judge  in  a  few  months. 

A.  (Continuing.)  But,  for  instance,  we  take  New  York.  Now, 
15  per  cent,  of  $2.50  —  that  is  the  rate  as  I  recollect  it  in  New 
York  —  would  be  considerably  more  than  10  cents,  wouldn't  it? 

Q.  It  would  seem  so.  I  am  not  very  accurate  at  figuring.  A. 
But  now  you  take  the  shorter  distances,  the  commission,  while  it 
would  bo  15  per  cent.,  would  be  limited  to  the  10  cents,  and  in 
a  great  many  instances  would  be  10  cents.    The  fact  remains  that 
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they  will  not  pay  us,  or  haven't  agreed  to  pay  us,  any  more  than 
10  cents  on  any  message  that  is  sent  over  our  lines  in  the  State  -— 
outgoing  messages. 

Q.  So  if  the  charge  is  likely  to  be  $20  to  the  sender  of  the 
message  your  commission  would  be  10  cents  ?  A.  Yes,  no  matter 
how  much  the  rate  might  be  and  no  matter  how  long  the  time 
consumed  in  the  transmission  of  the  message  might  be. 

Q.  In  what  percentage  of  the  messages  which  you  send  out  is 
the  charge  of  10  cents  less  than  15  per  cent,  of  the  price  of  the 
message?  A.  I  can't  answer  that.  That  is  a  matter  of  book- 
keeping and  of  detail  that  I  haven't  looked  into. 

Q.  Do  you  understand  that  a  record  is  kept  that  would  show 
that?    A.  Oh,  surely;  it  must  be  kept. 

Q.  Is  that  record  in  Buffalo?  A.  I  don't  know  whether  it  is 
or  not. 

Q.  Who  would  know  in  regard  to  that  ?  A.  The  auditor  would 
know.    I  don't  know  what  they  have  sent  to  New  York. 

Q.  The  auditor  is  here  ?    A.  No,  he  is  not. 

Q.  Is  he  in  Buffalo  ?  A.  I  am  referring  to  the  auditor  of  the 
Bell  Telephone  Company  of  Buffalo;  he  is  not  auditor  now. 

Q.  Is  he  connected  with  the  Buffalo  division  of  the  New  York 
Telephone  Company?  A.  He  is,  but  not  as  auditor;  he  is  our 
Buffalo  manager. 

Q.  And  he  would  have  charge  of  the  books  showing  that?  A. 
lie  did  have  charge. 

Q..  But  whether  he  has  now  or  not  you  can't  say?  A.  Well,  I 
know  that  he  has  not. 

Q.  He  has  not  ?  A.  He  has  not  charge  of  those  books  now.  We 
have  simply  —  the  auditor  is  in  New  York  in  the  New  York 
Telephone  Company  and  it  is  a  division  auditor  here  —  practically 
head  bookkeeper. 

Q.  What  is  the  name  of  the  New  York  auditor?  A.  Mr. 
Brown;  Walter  O.  Brown,  I  think.    No,  that  isn't  it;  but  Brown. 

Q.  Brown?    A.  Brown. 

Q.  Do  you  know  his  first  name?    A.  I  don't  recollect  it. 

Q.  What  is  the  name  of  the  Buffalo  auditor?  A.  We  haven't 
an  auditor  here.  We  have  what  is  called  a  division  auditor.  If 
jou  want  to  dignify  him  by  calling  him  auditor  —  Mr.  Arnold. 


130  [Senate 

Q.  What  is  his  first  name  ?  A.  Charles  —  what  is  it  —  Spauld- 
ing?     Charles  H. 

Chairman  Davis:     What  is  that  name? 

The  Witness:  Charles  H.  Arnold. 

Q.  You  spoke  of  some  gentleman  who  was  auditor  of  the 
Buffalo  Bell  Company  and  is  now  division  manager.  What  is  his 
name  ?  A.  Mr.  F.  C.  Trubee.  He  was  auditor  of  our  companv 
and  had  everything  to  do  with  the  handling  of  the  bookkeeping  end 
of  the  business. 

Bv  Chairman  Davis: 

Q.  Is  he  here  in  Buffalo,  Mr.  Ramsdell?  A.  Well,  I  don't 
know ;  he  may  be  at  the  ofiice.  Of  course,  one  in  his  position  now 
is  liable  to  be  almost  anywhere  around  the  territory. 

Q.  But  his  memory,  perhaps,  is  perfectly  sound  ?  A.  Oh,  ye?, 
absolutely.    Yes,  sir ;  he  is  all  right. 

By  Mr.  Page: 

Q.  What  position  does  Mr.  A.  B.  Watson  have  with  the  Xew 
York  Telephone  Company  ?    A.  Who  ? 

Q.  Mr.  A.  B.  Watson?  A.  With  the  New  York  Telephone 
Company  ?    None. 

Q.  He  is  not  with  that  company?    A.  No. 

Q.  He  was  with  the  Buffalo  Bell  ?  A.  Yes,  and  resigned,  an^i 
Mr.  Trubee  succeeded  him.  Mr.  Watson  was  Buffalo  manager 
and  resigned  —  Mr.  A.  B.  Watson  —  and  was  succeeded  by  ilr. 
Trubee. 

Q.  Do  you  know  what  percentage  of  the  gross  value  of  the 
plant  of  the  Buffalo  Bell  Company  was  charged  off  each  year  xo 
depreciation?  A.  No,  I  can't  tell  you  that.  There  comes  the 
auditor  again.  We  charge  off  in  a  general  way  —  I  would  state 
that  we  charge  off  everything  that  w^e  made  beyond  our  dividends. 

Q.  That  is  to  say  you  charge  off  to  depreciation  whatever  earn- 
ings you  made  in  any  one  year  in  excess  of  6  per  cent,  dividend*  f 
A.  Yes,  sir. 

Q.  Regardless  of  what  you  deem  to  be  the  actual  depreciation 
or  regardless  of  any  fixed  rule?    A.  Yes. 
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Q.  You  don't  charge  oflF  a  5  per  cent,  depreciation  or  a  10;  you 
simply  arbitrarily  charged  whatever  was  left  after  paying  divi- 
dends?   A.  What  was  left.     We  could  do  nothing  less. 

Q.  So  that  on  your  books  your  plant  really  don't  depreciate  at 
all?     A.  Providing  — 

Q.  That  is,  you  accumulate  a  surplus  and  you  charge  that  off. 
which  left  you  where  you  were  at  the  beginning  of  the  year  ?  A. 
Yes,  providing  the  depreciation  charge  was  sufficient,  which  we 
have  felt  has  not  been  sufficient. 

().  Do  you  ever  charge  off  more  than  your  surplus  earnings 
in  anv  vear?  A.  Well,  I  can  onlv  tell  vou  what  we  have  done 
nince  I  have  been  connected  with  the  company  actively,  which  is 
live  vears,  as  I  have  alreadv  stated.  Ever  since  that  time  we  have 
charged  off  any  surplus  that  we  might  have  had,  when  paying 
our  dividend  of  G  per  cent.,  to  depreciation 

Q.  And  that  is  all  you  have  charged  off?  A.  All  we  could; 
we  had  nothing  more. 

Q.  That  is,  you  didn't  depreciate  the  value  of  your  plant  on 
your  books  \  A.  Certainly  not ;  the  value  of  the  plant  stands  for 
what  the  books  show. 

Q.  For  the  actual  money  paid  in  ?  A.  For  the  actual  money 
paid  in. 

Q.  And  if  a  plant  depreciated  actually  $500,000  in  a  year, 
and  your  surplus  earnings  were  only  f$10,000,  you  simply  charged 
off  $100,  is  that  correct  ?  A.  We  couldn't  do  any  more.  We 
couldn't  charge  off  anv  more  than  we  had  in  the  wav  of  a  sur- 
j)lus.  I  should  say,  by  way  of  explanation,  counselor,  that  the 
depreciation  charges  have  been  fixed  by  the  engineers  of  the 
various  telephone  companies.  There  has  always  been  more  or 
less  of  a  conflict  of  opinion  as  to  what  exactly  that  depreciation 
charge  should  be.  Xow,  a  very  large  portion  of  the  plant  of  the 
Bell  Telephone  Company  of  Buffalo  has  been  constructed  within 
the  last  few  years.  Xaturally  the  depreciation  charge  wouldn't 
be,  or  needn't  be,  rather,  as  large  as  it  would  on  an  old  plant. 
But  in  the  usual  acceptation  of  the  term  of  depreciation  charge, 
we  haven't  felt  in  the  last  two  or  three  years  that  we  have  been 
charging  half  enough;  that  is,  we  haven't,  in  the  years  succeeding 
felt  that  the  amount  we  have  been  charging  off  in  the  past,  which 
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was  warranted  tten,  would  not  be  warranted  in  the  future;  there 
must  be  a  larger  charge  off  for  depreciation. 

Q.  How  could  you  charge  off  more  for  depreciation  if  you 
didn't  have  more  surplus?    A.  We  couldn't. 

Q.  That  would  be  a  physical  impossibility  to  charge  for  depre- 
ciation? A.  That  would  be  absolutely  impossible.  Our  only 
hope  would  lie  in  increased  earnings  or  in  a  reduction  of  our 
dividends. 

Q.  And  of  course  that  is  more  or  less  revolting  to  the  stock- 
holders?    A.  What? 

Q.  To  diminish  dividends?  A.  Not  of  the  stockholders  —  of 
the  directors. 

Q.  Isn't  it  to  the  stockholders  also?  A.  They  don't  declare  a 
dividend. 

Q.  They  usually  receive  them,  don't  they?  A.  They  receive 
them ;  but  thev  don't  declare  them. 

Q.  Xo,  I  didn't  suggest  that  they  did.  The  average  stock- 
holder doesn't  like  to  have  the  dividends  diminished?  A.  Not 
much ;  they  object  to  that. 

Q.  lias  there  been,  as  far  as  you  know,  any  fixed  rate  of  per- 
centage of  dejireciation  charged  off  by  telephone  companies  gener- 
ally ?  A.  Why,  yes.  It  is  not  absolutely  fixed,  but  speaking  gen: 
erally,  taking  the  properties  of  the  Bell  interests  throughout  the 
country,  engineers  would  say  that  7  per  cent,  would  be  a  proper 
charge  for  depreciation ;  that  is,  absolutely  independent  of  any 
maintenance  charge.  You  understand  there  is  a  distinction  be- 
tween maintenance  and  depreciation? 

Q.  I  understand  so;  yes,  sir.  A.  Xow,  as  a  general  proposi- 
tion, and  I  don't  know  why  it  shouldn't  apply  to  the  Bell  of  Buffalo 
from  now  on  —  this  part  of  the  property  of  the  New  York  Tele- 
phone Company,  this  division  —  why  it  should  not  be  7  per  cent, 
for  depreciation,  or,  including  maintenance,  not  less  than  10  per 
cent. 

Q.  That  is,  your  maintenance  charge  would  be  about  3  per 
cent,  and  on  depreciation  7  per  cent?  A.  Yes;  it  should  not  be 
less  than  that.    Xow,  I  say  that  is  as  a  general  proposition. 

Q.  Xow,  you  charged  off  in  the  year  1907  approximately 
$102,000  to  depreciation?  A.  As  I  remember  it,  something  like 
that.  t 
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Q.  If  you  had  charged  off  7  per  ceut.  on  your  capital  at  that 
time  you  would  have  charged  off  about  $400,000  more  than  that, 
wouldn't  you?     A.  Yes,  that  is  right. 

Q.  If  you  had  gone  on  without  increasing  your  plant  and 
charged  off  $500,000  each  year  to  depreciation,  how  long  would 
it  have  taken  to  wipe  out  your  plant  so  far  as  book  value  is  con- 
cerned?   A.  If  you  had  gone  on?     How  is  that? 

(Question  repeated).  A.  Well,  our  book  value  is  —  there  you 
get  into  the  bookkeeping  end  of  it.  Our  book  value  is  something 
like  eight  or  nine  million  —  whatever  it  is ;  that  is  a  matter  of 
mathematical  calculation.  If  you  don't  charge  anything  off,  and 
we  ought  to  charge  $500,000  a  year  off,  and  we  do  that  on  say 
eight  million  or  nine  million  in  the  plant,  whatever  the  figures 
are  —  which  I  don't  know  —  it  would  be  just  dividing  the  total 
amount  by  the  $500,000. 

By  Chairman  Davis  : 

Q.  Let  the  witness  answer  that  question  if  he  can.  A.  What 
is  that  ? 

Q.  How*  long  it  would  take  you  to  wipe  out  your  whole  plant? 
A.  If  we  ought  to  have  charged  off  $500,000? 

By  Mr.  Page  : 

If 

Q.  No,  if  you  had  charged  it  off  ? 

Chairman  Davis:  If  you  had,  as  you  say  you  ought  to  have 
had  ? 

A.  Xow  w^it ;  let  me  get  that  clear.  If  we  had  charged  off 
the  $500,000,  is  that  it  ? 

Q.  Yes.     A.  How  long  would  the  plant  last  ? 

Q.  Yes.  A.  That  w^ould  be  —  that  is  a  matter  —  it  would 
last  forever.  I  was  a  little  confused.  I  understood  that  if  we 
failed  to  charge  off  a  fixed  amount.  But  your  question  was,  if  we 
did  charge  off,  how  long  the  plant  would  last.  It  w^ould  last  for- 
ever.   The  answer  is  simple. 

Q.  It  seems  to  be.  Now,  I  didn't  ask  about  the  length  of  life 
of  the  physical  plant.  I  asked  you  how  long  the  plant  would  be 
carried  on  your  books  as  a  positive  quantity  ?  A.  Well,  now,  I 
should  say  forever  if  we  kept  — 
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Q.  That  is,  if  you  start  in  with  a  book  value  of  $9,000,000 
and  every  year  you  charge  off  a  half  million  —    A.  Yes. 

Q.  You  never  will  reach  the  point  where  you  are  carrying  your 
plant  at  nothing?  A.  Certainly  not;  because  maintenance  has 
been  keeping  the  plant  good.  It  is  exactly  as  a  man  owning  a 
home.  He  niav  even  rebuild  the  home  and  have  another  house 
where  the  house  originally  stood ;  but  he  has  always  got  his  invest- 
ment there  and  he  has  protected  it  by  a  reserve. 

Q.  The  maintenance  takes  care  of  that  i  A.  The  maintenance 
takes  care  of  that. 

,    Q.  The  maintenance  keeps  the  plant  alive?     A.  Yes. 
[    Q.  And  keeps  it  in  perfect  condition?     A.  In  perfect  condi- 
tion.    The  somnolescent  —  I  wish  you  would   mark  that  word, 
counselor  —  the  somnolescent  decay  is  taken  care  of  by  this  depre- 
ciation charge. 

Q.  What  is  it  that  is  taken  care  of  by  the  depreciation  charge? 
A.  This  silent  decay  that  is  always  going  on.  You  may  paint 
your  house,  you  may  shingle  it  and  all  that  and  that  goes  into 
the  cost  of  maintenance,  and  beyond  that  there  is  a  falling  away, 
there  is  a  decay  of  the  house  that  vou  can't  foresee  or  that  vou 
can't  prevent;  and  for  that  reason  you  are  careful  to  set  aside 
a  reserve  to  rebuild  the  house  w^hen  it  is  necessary. 

Q.  Then  do  T  understand,  ilr.  Ramsdell,  that  the  amount 
charged  off  each  year  goes  into  reserve?  A.  Xo.  There  is  a 
reserve  for  maintenance,  and  of  course  there  should  be  out  of 
the  earnings  an  amount  devoted  which,  as  you  put  it,  $500,000; 
that  is  more  than  is  necessary  in  our  case,  but  I  am  using  your 
figure. 

Q.  That  is  7  per  cent,  on  $8,000,000  ?  A.  Well,  w^hatever  it 
is.  That  doesn't  make  any  difference.  The-  amount  should  be 
really  set  aside  and  charged  off  to  depreciation.  You  can  call  it 
a  reserve. 

Q.  What  becomes  of  that?  Do  you  have  that  money  in  the 
bank  ready  to  draw  on  to  replace  your  plant  when  the  silent 
decay  has  reached  100  per  cent,  say?  A.  Xo,  it  is  charged  off 
on  the  books  of  the  company  as  showing  all  our  property —  It 
.has  nothing  to  do  with  the  bank  account.  It  is  charged  off  against 
various  parts  of  our  property,  for  instance,  toll  lines,  pole  lines, 
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buildings,  all  that  sort  of  thing;  they  are  depreciated  on  the  books, 
so  much. 

Q.  Well,  when  you  charge  off  your  surplus  earnings  you  would 
charge  off  something  that  was  represented  by  cash  in  the  bank; 
wouldn't  you?    A.  Not  necessarily. 

Q.  That  had  probably  gone  into  betterments?  A.  Well,  it 
showed  our  earnings.  It  didn't  make  any  difference  whether  you 
have  got  the  money  in  bank  or  put  it  into  earnings.  We  have 
earned  so  much  more.  We  have  earned  that  much  in  the  wav  of 
a  surplus.  Now,  instead  of  increasing  our  dividends,  for  instance, 
or  adding  to  the  surplus,  we  simply  go  to  the  various  accounts  — • 
toll  lines,  pole  lines,  real  estate,  whatever  it  may  be  —  and  divide 
that  amount  up  and  reduce  on  the  books  those  values  by  so  much. 

Q.  Yes,  but  you  have  the  money  earned,  haven't  you,  on  hand? 
A.  Oh,  we  have  earned  the  money,  of  course. 

Q.  You  spoke  of  declaring  an  extra  dividend.  Of  course  you 
couldn't  declare  and  pay  a  dividend  unless  you  had  the  money. 
A.  Well,  the  money  needn't  necessarily  be  in  the  bank. 

Q.  Well,  it  would  seem  necessary  when  you  came  to  draw  divi- 
dend checks?  A.  Yes,  that  is  all  right,  counselor;  but  if  we 
show  the  earnings  it  would  be  perfectly  foolish  for  us  to  leave 
our  money  in  any  bank  idle  until  we  declared  a  dividend.'  We 
put  it  out  in  the  other  property  and  make  it  earn  some  more 
money. 

Q.  So  you  keep  increasing  the  actual  value  of  your  plant  by 
the  amount  charged  to  depreciation?    A.  Certainly. 

Q.  And  you  keep  diminishing  the  book  values  of  your  plant  by 
the  amount  charged  to  depreciation  ?    A.  Certainly. 

Q.  So  that  your  books  don't  show  the  true  value  of  your  plant ! 
A.  Well,  thev  do. 

Q.  Well,  then,  I  don't  understand  you.  A.  Well,  they  do 
show  the  true  value  of  the  plant  in  the  sense  that  this  deprecia- 
tion charge  has  been  taken  off  of  each  part  of  the  plant  —  the 
value  of  that  particular  part  of  the  plant  has  been  reduced  by 
so  much.  That  is  a  question  of  bookkeeping  that  perhaps  you 
or  I  don't  know  so  very  much  about.     I  haven't  gotten  into  it. 

Q.  I  will  concede  that  I  haven't.  I  am  trying  to  learn  some- 
thing about  it^     A.  I  think  it  must  be  perfectly  clear  to  anyone 
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here  that  if  a  person  has  a  house  and  wants  to  keep  that  house 
in  repair  and  keep  it  forever,  that  he  must  not  fooii  himself  by 
ignoring  maintenance  charges,  that  is  painting  and  shingling,  etc. 

Q.  That  is  maintenance,  isn't  it?  A.  That  is  maintenance, 
and  figuring  that  ultimately  the  house,  notwithstanding  all  the 
care  that  he  has  given  it  through  maintenance,  will  fall  down. 
Therefore  he  is  careful  to  figure  on  the  future.  He  wants  the 
house  forever  and  he  is  careful  to  have  this  reserve  for  deprecia- 
tion  -  this  silent  decay,  as  I  said  before. 

Q.  But  I  understood  you  to  say  the  plant  would  last  forever 
and  wouldn't  become  any  less  valuable  through  the  maintenance 
accoimt  of  3  per  cent  ?  A.  I  said  that  if  the  maintenance  account 
—  if  the  maintenance  was  taken  care  of  and  the  depreciation 
charge  also  provided,  that  the  plant  would  last  forever.  That  is 
perfectly  logical.  It  would  not  last  forever  if  simply  the  main- 
tenance charges  were  looked  after. 

Q.  The  charge  off  of  a  certain  sum  each  year  to  depreciation 
prolongs  the  life  of  the  plant?    A.  Exactly. 

Q.  And  the  amount  that  you  charge  to  depreciation  each  year 
really  means  that  the  plant  is  so  much  better?  A.  So  much 
better. 

Q.  Well,  I  am  beginning  to  understand  it. 

By  Chairman  Davis: 

Q.  As  a  matter  of  fact  then  it  does  not  depreciate  but  appre- 
ciates ? 

Mr.  Page:  The  value  of  the  physical  plant,  as  I  understand 
it,  is  appreciating,  while  the  book  value  of  the  plant  is  depreciating 
in  this  case  by  the  amount  of  surplus  earnings  in  each  year  after 
the  pajmient  of  dividends.  In  the  cases  where  an  arbitrary  per* 
centage  of  the  value  of  the  plant  is  charged  off  each  year  by  what- 
ever that  amount  may  be.    I  think  that  is  perfectly  fair. 

By  Mr.  Page: 

Q.  Ifow,  Mr.  Ramsdell,  do  you  know  about  the  contract  that 
was  executed  in  the  early  eighties  with  the  American  Bell  Tele- 
phone Company?  A.  I  know  absolutely  nothing  about  it.  What 
contract  was  it? 
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Q.  Did  you  ever  hear  of  a  contract  with  that  company  which 
provided  for  a  lease  or  license  to  the  Buffalo  Bell  Company  to  use 
their  patents?  A.  Yes,  I  have  heard  of  it;  but  I  know  abso- 
lutely — 

Q.  And  before  that  there  was  an  issue  of  stock  of  $210,000? 
A.  Yes,  I  have  heard  of  that. 

Q.  Do  you  know  anything  about  the  provisions  of  that  con- 
tract?   A.  Absolutely  nothing. 

Q.  That  contract  has  been  in  force  right  up  to  the  time  of  the 
selling  of  the  Buffalo  Bell?  A.  Oh,  yes,  that  contract  was  in 
force.  I  know  that  and  I  know  there  was  such  a  contract;  but 
as  to  what  that  contract  conveyed  and  what  the  nature  of  the 
contract  was  as  between  the  two  companies  in  its  detail,  I  know 
jiothing. 

Q.  Did  the  contract  provide  for  the  payment  of  any  royalties 
based  on  the  gross  or  net  earnings  of  the  Buffalo  Bell  ?  A.  I  don't 
know;  I  never  have  seen  the  contract. 

Q.  Who  would  know  about  that?  A.  Why,  the  secretary, 
who  is  custodian  of  all  those  contracts  would  know,  I  presume? 

Q.  He  would  know  all  about  that?  A.  I  presume  he  would. 
He  might  have  to  familiarize  himself  with  it  because  he  hasn't 
been  secretary  since  1882.  He  is  only  21  years  old,  I  believe.  He 
might  not  be  able  to  — 

Q.  He  is  how  old?    A.  Twenty-one. 

Q.  And  he  has  been  secretary  how  long?  A.  He  has  been 
secretary  I  don't  know  how  long.  He  is  a  good  deal  older  than 
that,  but  he  has  only  been  secretary  of  the  company  a  few  years. 
Whether  he  can  go  back  to  1882  I  won't  say;  I  don't  know. 

Q.  How  many  directors  were  there  of  the  Buffalo  Bell  Tele- 
phone Company?    A.  Fifteen. 

Q.  And  were  there  various  committees  consisting  of  different 
members?     A.  Only  one. 

Q.  One  committee.  What  was  that  called  ?  A.  The  executive 
committee. 

Q.  How  many  members  of  that  committee  ?    A.  Five. 

Q.  Consisting  of  the  oflScers  and  some  of  the  other  directors? 
A*  The  executive  committee  was  appointed  —  appointed  by  the 
president  of  the  company,  Mr.  Watson,  They,  of  course,  were  all 
directors.     The  only  officer  of  the  company  since  I  have  been 
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connected  with  the  company  that  was  appointed  on  that  committee 
was  myself  as  vice-president  —  Mr.  Watson,  president,  and  myself 
as  vice-president,  and  the  others  were  appointed  from  the  board, 
the  other  three. 

Q.  Was  the  treasurer  a  member  of  the  executive  committee? 
A.  Xo,  sir. 

Q.  Always?  A.  No,  sir;  he  was  not  ever. 

Q.  He  was  not  ?    A.  He  was  not. 

Q.  Did  the  secretary  of  the  company  act  as  secretary  of  the 
executive  committee?     A.  Yes,  sir. 

Q.  And  the  president  of  the  company  was  chairman  of  the 
executive  committee?     A.  Yes,  sir. 

Q.  Just  one  question,  Mr.  Ramsdell.  Won't  you  give  the  names 
of  the  members  of  the  executive  committee  for  the  past  year  ?  A. 
Yes,  certainly.  President  Watson,  Mr.  C.  O.  Howard,  Mr.  Porter 
Norton,  Mr.  E.  J.  Hall  and  myself  —  T.  T.  Ramsdell. 

Q.  There  has  been  some  discussion,  Mr.  Ramsdell,  of  the  ques- 
tion of  rates.  Various  inquiries  have  been  made  as  to  why  a  low 
rate  was  charged  for  a  long  distance  in  some  cases,  while  in  other 
cases  a  high  rate  was  charged  for  a  very  much  shorter  distance. 
Will  you  tell  the  Committee  about  that,  please?  A.  Well,  in 
answer  to  that  we  have  made,  recently,  some  special  rates  cover- 
ing our  toll  business.  It  may  be  said  that  those  rates  are  experi- 
mental. They  applied  simply  to  places  where  we  had  ample 
facilities;  you  may  say  an  excess  of  facilities,  and  we  wanted  to 
find  out  whether,  in  making  this  reduction  in  rates  and  the  filling 
up  of  those  facilities,  we  could  afford  to  continue  them.  To  an-, 
swer  the  question  further  and  more  explicitly  with  reference  to  the 
difference  between  the  short  haul  and  the  long  haul,  I  would  say 
there  enters  the  question  not  alone  of  facilities  but  of  switching. 
It  is  cheaper  to  handle  a  direct  haul  of,  say  fifty  miles,  than  it 
is  to  handle  a  short  haul  of  a  less  distance  where,  in  order  to 
reach  that  point,  there  must  be  the  switching  which  means  double 
operating  cost.  I  don't  know  as  I  can  answer  it  in  any  other 
way  than  that. 

Q.  Just  one  more  question  on  that  subject.  Do  you  know  of 
any  case  where  the  special  experimental  low  rates  have  been  put 
in  force  between  non-competitive  points?  A.  Now,  let's  see.  Do 
I  know  of  any  case  where  — 
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Mr.  Page:  Just  read  the  question. 

(Question  repeated.)  A.  I  think  that  has  been  done  in  a  nuiii-» 
l)er  of  instances.  I  don't  recollect  exactly  where  or  when.  As  I 
say,  this  rate  proposition  covering  the  toll  charges  is  experimental 
with  us.  We  don't  know  where  we  are  going  to  land.  I  haven't 
i-vew  seen  any  .figures  since  we  have  inaugurated  those  rates  that 
have  clearly  demonstrated  the  policy  of  the  reduction.  It  is 
quite  possible  we  may  have  to  increase  those  rates  again.  Our 
(lisj)osition  is  to  give  the  public  as  low  rates  as  possible  so  long  ai 
thev  are  commensurate  with  an  earning  power  that  will  take  care 
of  our  maintenance  and  depreciation  charges  and  enable  us  t0 
earn  something  —  a  fair  return  on  our  investment. 

Q.  What  sum  do  you  calculate  you  should  receive  per  year 
l)er  mile  income  from  your  toll  lines  ?     A.  In  order  to  proper)^ 
take  care  of  maintenance  and  depreciation  —  in  other  words,  keep 
mir  lines  intact  forever,  there  should  be  an  earning  capacity  of  ^- 
a  grogs  earning  capacity  of  $25  a  mile. 
Q.  That  is  for  the  entire  year  ?    A.  That  is  for  the  entire  ycat. 
Q.  With  that  gross  earning  capacity  —  that  is,  assuming  thai 
you  earned  the  capacity  of  the  line,  $25  per  mile  gross  after  charg- 
ing oflF  the  proper  amounts  to  maintenance  and  depreciation,  pay- 
ing your  6  per  cent,  dividend,  how  much  will  you  have  left  for 
surplus  ?    A.  There  would  not  be  much  left,  if  any. 

Q.  Can  you  tell  whether  there  would  be  any  or  not  ?  A.  No,  I 
can't  tell  definitely.  It  is  simply  a  fair  return  on  the  investmenL 
I  had  those  figures ;  I  saw  them  several  years  ago.  We  have  beeii 
unable,  I  may  say,  to  reach  that  happy  stage  of  earning  $25  per 
mile. 

Q.  What  do  you  say,  Mr.  Ramsdell,  is  a  fair  return  ui)on  money 
invested  in  public  service  corporations?  That  simply  calls  for 
your  opinion.  A.  Well,  I  should  think  that  a  person  was  entitled 
to  6  per  cent,  upon  his  money,  and  that  he  should  have  the  assur- 
ance that  the  property  is  well  protected  and  absolutely  safe  so  that 
he  needn't  wake  up  some  day  and  find  that  his  property  is  gone. 

Q.  That  is  to  say  that  after  paying  operating  expenses,  paying 
maintenance  charges —    A.  And  all  that  sort  of  thing. 

Q.  Paying  interest  on  capital  invested  ?     A.  Yes. 
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Q.  Paying  depreciation  at  7  per  cent.,  that  a  return  of  6  jier 
cent,  per  annum  is  a  fair  return  ?  A.  I  say  at  the  least.  I  think 
that  — 

Q.  Well,  how  much  at  the  most?  A.  I  think  it  should  be 
enough  —  the  dividends  should  be  enough  or  sufficient  to  invite 
the  investment  of  capital.  'I  don't  understand  that  any  corporation 
is  created  for  the  sole  purpose  of  being  philanthropic  in  its  work. 

Q.  You  will  except  the  municipal  corporations?  A.  What  is 
that? 

Q.  You  will  except  the  municipal  corporations?  A.  Yes;  I 
will  except  everything  of  that  sort. 

By  Chairman  Davis: 

Q.  And  religious?  A.  But  I  say  this,  gentlemen,  that  there 
cannot  be  any  hope  of  interesting  investors  in  any  public  corpora- 
tion unless  there  is  at  leas^t  G  per  cent,  in  the  way  of  a  dividend 
assured. 

Bv  Mr.  Page: 

Q.  It  would  seem  that  capital  came  into  Buffalo  almost  with- 
out invitation,  wouldn't  it?    A.  It  would  seem  what? 

Q.  That  capital  came  into  Buffalo  almost  without  invitation? 
A.  In  what  respect? 

Q.  Well,  you  were  suggesting  that  capital  wouldn't  go  into 
those  things  unless  it  was  invited  by  the  hope  of  splendid  returns? 
A.  Well,  there  is  all  sorts  of  capital  that  has  come  to  Buffalo,  but 
they  haven't  had  results  that  have  been  entirely  satisfactory 
here  any  more  than  they  have  in  other  places.  Of  course,  capital 
is  always  seeking  investment,  and  people  may  be  deceived.  They 
may  invest  their  money  with  the  hope  of  getting  G  or  7  per  cent., 
and  thev  are  assured  that  tliev  will.    Thev  may  not  get  it. 

Q.  Usually  the  higher  rate  of  return  that  capital  expects  the 
greater  the  risk  of  the  business,  isn't  that  true?  A.  The  higher 
what  ? 

Q.  The  higher  rate  that  is  expected  by  way  of  return  the  more 
risky  the  business?  A.  Well,  I  think  if  T  understand  your  ques- 
tion, the  higher  the  rate  of  dividend  that  is  paid  — 
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Q.  That  is  expected  in  a  new  enterprise?  A.  Oh,  yes;  but  of 
course  people  naturally  are  disposed  to  go  into  things  that  promise 
big  return. 

Q.  That  is,  they  take  long  chances  in  the  hope  of  large  returns  ? 
A.  Very  apt  to,  and,  therefore,  as  T  said  and  was  very  careful  to 
qualify,  that  an  investor  who  is  going  into  a  public  corporation 
concern  or  into  any  concern  should  be  very  careful  to  find  out 
whether  the  property  that  he  is  putting  his  money  in  —  the  tan- 
gible property  —  is  going  to  last  for  all  time,  and  is  going  to  keep 
ap  its  earning  capacity,  and  in  order  to  do  that  there  must  be 
this  reserve  for  maintenance  and  this  reserve  for  depreciation. 
Then  I  say  he  is  entitled  to  at  least  6  per  cent,  upon  his  money. 
If  he  can't  have  that,  and  he  is  subjected  as  a  stockholder  to  all 
sorts  of  buffeting,  and  he  finds  that  the  earning  capacity  of  the 
company  is  being  cut  down,  why,  you  can't  expect  him  to  invest 
and  you  can't  expect  anyone  to  invest,  excepting  the  traditional 
sucker  which  you  know  and  I  know  is  born  several  a  minute. 

Q.  You  say  that  6  per  cent,  is  the  least  that  an  investor  in  a 
public  service  corporation  is  entitled  to.  What  do  you  say  is 
the  greatest  amount  that  can  probably  be  paid  i  A.  Well,  now, 
I  don't  think  that  is  a  very  fair  question,  is  it,  counselor? 

Q.  Well,  it  seems  to  me  that  that  is  a  fair  question.  You  say 
he  is  at  least  entitled  to  6  per  cent.  ?    A.  Yes. 

Q.  At  most  what  is  he  entitled  to  ?  A.  Well,  I  should  say  he 
ought  to  be  content  with  7  or  8  per  cent. 

Q.  That  is  from  6  to  8  per  cent,  is  a  fair  return  ?  A.  A  fair 
return  on  his  investment. 

Q.  I  think  that  is  a  fair  answer.  Do  you  know  who  makes  the 
local  and  the  toll  rates  for  the  Buffalo  Bell,  or  who  did  make  them 
prior  to  October  1st?  A.  AVhy,  our  auditor,  Mr.  Trubee,  to 
whom  we  have  referred  before,  has  had  more  particular  charge  of 
that  line  of  work  than  anybody  else.  Of  course  mileage  is  always 
taken  into  consideration,  and  a  recommendation  is  made  to  the 
executive  committee  that  a  certain  rate  shall  prevail  between  cer- 
tain points,  so  that  coming  from  the  auditor,  and  after  consulting 
with  the  engineer  and  finding  out  exactly  the  conditions  not  only 
with  reference  to  mileage  but  with  reference  to  facilities,  they 
agree  that  a  certain  rate  shall  prevail.     Then  it  is  recommended 
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and  it  is  presented  to  the  executive  committee,  and  the  executive 
eommittee  passes  upon  it  and  approve  it  or  not  just  as  they  see  fit. 
So  that  it  is  not  the  work  of  any  one  man ;  it  is  simply  a  matter 
of  examination  and  business  policy. 

Q.  Did  any  other  company  or  the  officials  of  any  other  company 
than  the  Buffalo  Bell  have  anything  to  say  in  regard  to  the  making 
of  your  toll  rates  or  the  local  rates  ?    A.  Oh,  no,  absolutely  none. 

Q.  That  was  all  done  within  the  Buffalo  Bell  Company? 
A.  All  within  the  province  of  our  company. 

Q.  And  uninfluenced  by  suggestions  from  outside?  A.  Abso- 
lutely. 

Q.  Do  you  know  who  is  now  the  maker  of  rates  for  the  Xew 
York  Telephone  Company  in  this  district  or  division?  A.  No,  I 
do  not.  The  merger  has  been  so  recent  that  we  hardly  know,  any 
of  us,  exactly  where  we  are.  There  has  been  no  definite  policy  on 
anything,  on  rates  or  anything  else. 

Q.  Well,  to  go  back  just  a  bit,  llr.  Ramsdell,  the  capital  stock 
which  you  had  outstanding  at  the  time  of  the  merger  amounted  to 
a  little  over  $8,000,000  par  value?    A.  $8,122,700,  I  think. 

Q.  Your  book  value,  you  stated  a  little  while  ago,  was  some- 
thing over  $9,000,000  ?  A.  T  don't  know  what  the  book  value  is. 
You  can't  hold  me  to  anv  statement  —  I  mean  all  of  our  assets 
amount  up  to  something  like  $9,000,000  or  more,  but  I  can't  tell 
you  that. 

Q.  I  don't  want  to  hold  vou  to  anv  statement  that  vou  don't 
want  to  stand  bv.     A.  No. 

Q.  I  understood  vou  to  sav  that  the  book  value  of  the  assets  of 
.  the  Buffalo  Bell  was  something  over  $9,000,000  ?  A.  I  said  the 
book  value  of  construction,  that  is,  the  capitalization,  was 
$8,122,700,  and  that  my  recollection  was  that  the  assets  of  the 
company,  represented  by  its  plant,  real  estate,  etc.,  was  something 
over  $9,000,000.  Mr.  Trubee,  the  auditor,  can  give  you  those 
figures  but  I  can't,  so  it  is  hardly  — 

Q.  Does  the  book  value  corres])ond  to  the  actual  value?  A.  Yes, 
the  book  value  —  certainlv  it  does. 

Q.  Does  the  book  value  mean  the  actual  value  of  the  property 
regardless  of  capital?  A.  Yes;  we  figure  that  everything  that 
we  have  on  our  books  in  the  way  of  figures  represents  the  value  of 
our  plant. 
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Q.  Then  how  did  it  happen  that  on  the  sale  to  the  Xew  York 
Telephone  Company  the  stock  of  the  Buffalo  Bell  was  only  con- 
sidered worth  931^  ?  A.  The  answer  to  that  is  very  simple.  As 
I  stated  before,  the  engineers  of  the  various  telephone  companies 
had  figured  and  agreed  upon  a  large  charge  off  for  depreciation. 
We  were  not  in  a  position,  with  the  earnings  of  the  last  year,  for 
instance,  to  face  that  depreciation  charge  fixed  by  those  engineers. 
We  felt  that  the  sale  would  be  a  good  one  because  of  the  economies 
that  naturally  follow  from  the  merging  of  a  lot  of  small  companies 
into  one,  and  that,  any  way,  the  conditions  that  exist  here  — 

Q.  Then,  if  you  said  that  it  was  impossible  to  charge  off  in  any 
year  anything  beyond  your  surplus  earnings  after  the  payment  of 
dividends  and  maintenance,  you  were  wrong,  weren't  you  ?  A.  No, 
I  didn't  —  when  I  said  what  ?  I  said  it  was  impossible  for  us  to 
charge  anything  more  off  to  depreciation  than  what  we  actually 
earned. 

Q.  Would  it  be  possible  to  charge  off  any  less  ?  A.  Yes ;  if  we 
wanted  to  fool  the  stockholders  we  could  have  added  that  sum — • 
the  $163,000  last  year  —  we  could  have  added  it  to  our  surplus 
fund  and  made  a  beautiful  showing.  We  could  have  fooled  the 
stockholders,  but  that  hasn't  been  our  disposition. 

Q.  The  only  correct  method  of  accounting,  then,  is  to  charge 
off  actually  the  surplus  earnings?  A.  No,  that  isn't  the  correct 
method.  The  correct  method  is  to  charge  off  enough  to  take  care 
of  your  property  and  keep  it  alive  forever.  Now  your  surplus 
earnings  may  be  beyond  that. 

Q.  Suppose  they  are  less  than  that?  A.  Well,  you  can  only 
charge  off  what  you  have  got  in  the  way  of  surplus  earnings,  and 
then,  as  I  said  before,  the  following  year  you  are  confronted  by  a 
reduction  in  the  dividend  that  you  hope  —  it  is  always  the  hope, 
of  course  —  the  conditions  may  change  and  the  business  may 
grow  and  the  earnings  may  be  sufficiently  great  to  enable  you  to 
preserve  your  dividend  rate  and  also  to  take  care  of  this  depre- 
ciation charge. 

Q.  Now,  as  I  understand  it,  it  is  absolutely  impossible  to 
charge  off  to  depreciation  anything  more  than  the  surplus  earn- 
ings of  the  company  ?  A.  Certainly,  if  you  haven't  got  any  more 
you  can't  do  it,  you  know,  unless  you  doctor  the  thing. 

Q.  I  assume  that  your  explanation  means  yes  ?    A.  Yes,  sir. 
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Mr.  Page:  Mr.  Chairman^  do  you  care  to  ask  any  questions? 

By  Chairman  Davis  : 

Q.  I  would  like  to  inquire,  Mr.  Bamsdell,  if  you  were  con^ 
suited  at  any  time  in  the  fixing  of  rates  —  toll  rates  —  now  ox 
formerly  established  by  the  Bell?    A.  Oh,  yes. 

Q.  And  you  say  that  you  took  into  consideration  the  mileage  — ^ 
the  distance  from  various  points  —  in  arriving  at  a  fair  charge  t 
A.  Well,  Senator,  or  Mr.  Chairman,  the  way  those  rates  wexe 
arrived  at,  as  I  stated  —  the  rates  were  fixed  in  an  experimental 
way. 

Q.  Oh,  yes,  I  understand  about  that;  and  you  did  take  into 
consideration  the  mileage,  did  you  not?  A.  Not  altogether  the 
mileage;  no. 

Q.  No,  but  you  did  take  into  consideration  the  mileage? 
A.  Yes. 

Q.  And  you  so  testify,  do  you  not?    A.  Yes,  perhaps  so. 

Q.  Very  well.    A.  But  — 

Q.  No,  that  answers  that  question.  How  many  miles  from 
Buffalo  is  the  village  of  Hamburg,  do  you  know  ?  A.  No,  I  don't 
I  should  say  fourteen  or  fifteen. 

Q.  How  many  miles  from  Buffalo  is  the  village  of  Lancaster? 
A.  I  should  say  ten. 

Q.  Is  there  any  difference  in  the  switching  system  at  Lancaster 
or  in  getting  a  Bell  message  to  Lancaster  than  that  of  Hamburg? 
A.  Well,  now,  I  don't  know  about  that;  I  think  not.  But  I 
wouldn't  answer  it  that  way. 

Q.  I  want  you  to  tell  this  Committee  if  you  can  why  the  toll 
rate  from  Buffalo  to  Hamburg  is  5  cents,  and  the  toll  rate  from 
Buffalo  to  Lancaster  is  10  and  15  cents?  A.  I  think  I  covered 
that  in  my  former  statement  by  saying  that  we  took,  in  adopting 
these  experimental  rates,  we  took  into  consideration  the  facilities ; 
that  is  a  very  important  thing,  Mr.  Chairman. 

Q.  What  facilities  do  you  mean?  A.  The  number  of  wires, 
the  number  of  circuits  that  we  have. 

Q.  Between  Buffalo  and  Lancaster  and  Buffalo  and  Hamburg? 
A.  Yes. 

Q.  Now,  what  is  the  difference  in  the  facilities  between  Lan- 
caster and  Hamburg  as  connected  with  the  city  of  Buffalo,  any? 
A.  I  don't  know. 
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Q.  No.  Then  you  didn't  take  that  into  consideration  in  fixing 
the  rates?    A.  What  is  that? 

Q.  Then  you  didn't  take  that  into  consideration  in  fixing  the 
rates?    A.  Yes. 

Q.  You  say  you  don't  know  that  there  is  any  difference? 
A.  There  must  be;  but  as  to  those  particular  places  those  rates 
cover  a  number  of  places  and  I  can't  remember  the  facilities 
between  the  different  points. 

Q.  You  don't  know  of  any  different  facilities  existing  between 
Buffalo  and  Hamburg  and  Buffalo  and  Lancaster?    A.  No. 

Q.  Very  well.  A.  Yes.  Now  let  me  answer  that.  I  should 
say  that  the  facilities  to  Hamburg  greatly  exceed  our  facilities  to 
Lancaster. 

Q.  Why?    A.  What? 

Q.  In  what  way?  A.  We  have  got  more  circuits,  more  wires, 
and  we  want  to  build  up  that  business. 

Q.  Yes,  you  want  to  build  up  the  business  ?    A.  Certainly. 

Q.  How  many  telephones  have  you  in  the  town  of  Hamburg,  do 
you  know?    A.  No,  I  can't  answer  off  hand. 

Q.  How  many  have  you  in  Lancaster?  A.  I  don't  know  that 
vicinity. 

Q.  Don't  you  know  that  you  have  over  100  more  telephones  in 
the  town  of  Lancaster  than  you  have  in  Hamburg  ?  A.  Fully ;  I 
think  more  than  that. 

Q.  Now  be  honest  in  your  answer  to  this  question.  You  are 
under  oath.  Isn't  it  because  you  have  no  competition  in  Lan^ 
caster  and  you  have  in  Hamburg  ?    A.  No,  sir. 

Q.  Now,  can  you  tell  the  reason  why  there  is  a  difference  in  the 
rates  any  other  than  you  have  stated  ?  A.  Nothing  other  than  it 
is  the  difference  in  facilities,  that  is  all. 

Q.  Is  there  anybody  in  the  city  of  Buffalo  that  can  give  the 
Committee  that  information  that  vou  know  of?  A.  As  to  facili- 
ties? 

Q.  No,  as  to  the  reason  why  ?  A.  Well,  I  thought  I  had  stated 
it  pretty  clearly. 

Q.  Well,  I  don't  think  that  you  have.  Now,  is  there  anybody 
that  can  state  it  more  clearly  than  you  can  ?  A.  Well,  now,  Mr. 
Chairman,  I  have  simply  stated  that  in  fixing  those  rates  we  took 


14C  [Sexate 

into  account  the  volume  of  business  between  certain  points  and 
our  facilities  for  handling  the  same. 

Q.  Yes,  that  you  have  stated;  and  it  don't  mean  anything  as 
between  those  two  points?  A.  Also  taking  into  account  the 
switching. 

Q.  And  you  say  there  is  no  difference  in  the  switching?  A.  I 
don't  think  there  is;  I  don't  know  absolutely. 

Q.  Then  what  is  the  use  of  talking  about  the  switching  ?  A.  I 
am  simply  telling  you  what  I  said  before. 

Q.  I  know  what  you  said  before  ?    A.  Jfow  — 

Chairman  Davis  :  That  is  all. 

Mr.  Kamsdeix  :  In  making  my  general  statement  — 

Chairman  Davis:  Well,  your  general  statement  so  far  as  the 
reply  to  the  questions  that  I  have  put,  is  of  no  value  whatever. 

^Ir.  Kamsdell:  Well,  but  — 

Chairman  Davis:  Now,  that  is  all. 

Mr.  Kamsdell:  That  is  all  you  want  of  me,  is  it? 

C^hairman  Davis  :  That  is  all.    Anything  more,  Mr.  Page  ? 

^Ir.  Page  :  Nothing  further.     Oh,  yes,  just  a  question. 

Q.  Do  you  know  anything  about  the  Morse  lease  service? 
A.  No,  I  do  not.  That  is  purely  an  operating  proposition.  You 
will  have  to  call  our  traffic  man.  I  know  that  there  is  a  method 
by  which  we  can  telegraph  over  the  same  line  that  we  talk  at  the 
same  time.  That  is  purely  a  long  distance  proposition.  It  has 
nothing  to  do  with  the  Bell  of  Buffalo. 

Q.  And'  the  Bell  of  Buffalo  has  no  interest  in  that  service? 
A.  Absolutely  none. 

Charles  V.  D.  Boi.twood,  being  duly  sworn,  testified  as 
follows : 

By  Mr.  Page: 

Q.  Are  you  an  employee  of  the  American  Telephone  and  Tele- 
graph Company  ?     A.  I  am. 

Q.  And  what   is  your  official   position?     A.  Assistant  traflSc 

chief. 

Q.  Assistant  traffic  chief?     A.  Yes,  sir. 
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Q.  And  where  is  your  office?  A.  At  Triangle  and  Abbott  road, 
I  believe  the  number  is  2G1. 

Q.  Whereabouts  is  that  in  the  city  of  Buffalo  ?  A.  It  is  South 
Buffalo, 

Q.  And  as  such  chief  do  you  have  in  your  possession  or  have 
access  to  the  long  distance  rate  sheets  or  rate  book?  A.  I  have 
access  to  those,  but  haven't  them  in  my  possession  at  this  time. 

Q.  Where  are  they?  A.  It  would  be  impossible  to  bring  them 
and  transact  our  business  at  the  same  time.  They  are  in  the 
operating  room  in  charge  of  the  chief  operator. 

Q.  You  have  only  one  set  of  them?  A.  I  believe  that  she 
has  one,  and  there  is  one  in  the  rate  department  where  the  billing 
is  carried  on. 

Q.  Where  the  billing  is  carried  on  ?  A.  Yes ;  but  we  would  be 
willing  to  have  a  typewritten  copy  made  of  it  and  furnish  it  at  a 
very  early  date,  also  our  route  book  which  gives  the  blockings. 

Q.  Do  you  have  a  book  which  contains  a  list  of  the  towns  in 
the  State  of  New  York,  alphabetically  arranged?     A.  We  have, 

Q.  And  printed  on  the  line  with  the  name  of  the  town  the  rate 
from  Buffalo  to  that  town  ?  A.  Xo ;  it  would  give  a  block  num- 
ber and  from  this  block  number  we  would  find  our  rate. 

Q.  There  are  no  special  rates  ?    A.  What  do  you  mean,  special  t 

Q.  Special  rates  that  are  different  from  what  is  given  on  the 
block  number?     A.  No. 

Q.  That  is  absolutely  fixed?  A.  Yes,  sir;  that  is  absolutely 
fixed. 

Q.  The  set  that  you  spoke  of  as  being  in  the  billing  room  is 
used  by  the  bookkeepers  to  make  out  the  bills  for  services  ren- 
dered ?    A.  Yes. 

Q.  It  would  be  possible,  without  inconveniencing  the  general 
public,  to  bring  those  books  here  ?  A.  Why,  it  would  be  our  pleas- 
ure to  have  copies  made  of  them. 

Q.  Will  it  be  your  pleasure  to  answer  my  question  ?  A.  Why, 
yes,  we  can  bring  them  here. 

Q.  Why  didn't  you  bring  them  here  ?  A.  At  the  present  time 
we  would  have  to  make  another  copy  and  retain  it  for  our  own 
use. 

Q.  But  you  said  you  had  two  copies,  one  in  the  operating  de- 
partment and  the  other  in  the  billing  department?    A.  I  may  be 
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wrong  in  that  one  connection.  I  have  just  come  in  here  from  the 
New  York  office  on  November  1st. 

Q.  You  might  be  wrong  in  many  connections,  but  I  would  like 
to  know  whether  you  are  right  or  wrong  on  that  ?  A.  I  am  not  in 
a  position  to  state  positively  whether  there  are  two  copies. 

Q.  Were  you  served  with  a  subpoena  to-day  calling  upon  you 
to  produce  those  rate  books  here  ?    A.  Yes,  sir. 

Q.  You  read  it  over?     A.  I  did,  yes,  sir. 

Q.  You  knew  what  it  meant?    A.  Yes,  sir. 

Q.  Did  you  make  any  effort  to  obey  it  ?    A.  I  did. 

Q.  What  effort  did  you  make?  A.  I  went  to  see  if  we  could 
get  them  and  found  that  they  had  to  be  retained  there  to  carry 
on  our  business. 

Q.  Who  said  they  would  have  to  be  retained  there?  A.  I  knew 
we  would  have  to  hold  them  there,  in  order  to  quote  any  rates 
or  charges  or  carry  on  the  business. 

Q.  No  one  said  that  to  you  —  you  just  knew  that?  A.  Yes, 
sir. 

Q.  Those  rate  books  are  used  by  the  billing  department?  A. 
Yes,  sir. 

Q.  Did  you  go  to  the  billing  department?  A.  I  didn't;  no, 
sir. 

Q.  Why  didn't  you?  A.  I  thought  that  we  would  be  able — - 
that  it  would  be  satisfactory  to  have  this  and  send  in  later  and 
furnish  it  for  you. 

Q.  Did  you  think  it  would  be  satisfactory  if  you  disobeyed 
the  subpoena  of  this  Committee?  A.  I  didn't  wilfully  disobey 
it.  I  didn't  think  I  could  take  it  from  the  operating  room  and 
hold  up  the  service  in  that  way. 

Q.  The  fact  is  that  you  didn't  take  the  trouble  to  go  to  the 
billing  department  to  find  out  if  it  had  a  set,  isn't  that  it  ?  A.  I 
am  quite  positive  that  they  have  one,  because  it  would  be  neces- 
aarv  for  her  to  have  one. 

Q.  Just  as  necessary  there  as  it  is  in  the  operating  department, 
isn't  it?    A.  Just  as  necessary. 

Q.  Because  both  the  departments  couldn't  use  the  same  set  at 
the  same  time?     A.  Could  not. 

Q.  Now,  will  you  go  in  some  speedy  conveyance  and  go  to 
South  Buffalo  and  get  from  the  billing  department  those  rate 
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books  and  return  here  with  all  convenient  speed  and  bring  those 
with  yon  ?    A.  Yes,  if  you  order  it. 

Mr.  Page:  If  you  will  do  that  I  will  be  obliged  to  you,  and  I 
think  the  Committee  will. 

IIkxjiy  M.  Watsox,  recalled: 

Bv  ifr.  Pack: 

Q.  ^fr.  Watson,  in  your  testimony  this  morning  you  spoke  of 
the  Bell  of  Buffalo?    A.  Yes. 

Q.  Buying  the  plant  that  had  been  established  by  the  Western 
Union  Telegraph  Company?     A.  Yes. 

Q.  Do  you  wish  to  change  your  testimony  in  that  regard?  A, 
The  American  District  Telegraph. 

Q.  The  American  District  Telegraph  Company?  A.  Yes; 
I  thought  it  was  the  same.  I  have  not  seen  the  contract  since  I 
signed  it. 

Q.  And  that  contract  appears  to  be  dated  Xovcmber  25,  1879  ? 
A.  That  is  right. 

Q.  And  that  provided  for  an  issue  of  stock  to  acquire  the  prop- 
erty of  the  American  District  Telegraph  Company  ?    A.  Yes. 

Q.  Just  another  question:  I  will  read  from  the  contract:  "  It 
is  further  understood  that  proper  rules  are  to  be  included  in  the 
license  of  the  party  of  the  first  part  " —  A.  American  District 

Q.  That  is  the  American  District  Telegraph  Company?  A, 
Yes. 

Q.  '^  To  use  telephones  manufactured  and  placed  by  the  Gold 
and  Stock  Telegraph  Company  and  that  the  party  of  the  second 
part  shall  enter  into  a  close  working  alliance  with  the  National 
Bell  Telephone  Company  under  the  contract  now  existing  and 
the  contract  between  that  company  and  the  W^estern  Union  Tele- 
graph Company.''  Do  you  know  what  has  become  of  the  Gold 
and  Stock  Telegraph  Company  ?  A.  I  do  not ;  never  heard  of  it, 
sir. 

Q.  Is  it  out  of  existence  so  far  as  you  know  ?    A.  Yes,  entirely, 

Q.  What  has  become  of  the  National  Bell  Telephone  Company  ? 
A.  I  think  that  went  into  the  American  Bell ;  that  is  my  im- 
pression. 
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Q.  The  American  Bell  succeeded  the  Xational  Bell  Company, 
and  was  in  turn  succeeded  by  the  American  Telephone  and  Tele- 
graph Company  ?    A.  That  is  as  near  as  I  can  recollect ;  yes. 

Mr.  Page:  Mr.  Chairman,  owing  to  the  lateness  of  the  hour, 
and  the  fact  that  there  are  one  or  two  more  witnesses  to  be  exam- 
ined in  regard  to  the  operations  of  the  Bell  Telephone  Company, 
I  suggest  if  you  approve,  that  the  witnesses  who  have  been  sub- 
poenaed and  who  are  here  without  a  subpoena  from  the  Federal 
Telephone  Company  be  excused  until  a  future  session  of  the  Com- 
mittee, provided  they  will  consider  themselves  under  subpoena 
and  will  come  to  the  next  or  some  subsequent  meeting  on  written 
notice  of  three  or  four  days.  Is  that  satisfactory  to  the  repre- 
sentatives of  the  Frontier? 

Chairman  Davis:  With  that  understanding  wc  will  excuse  all 
of  the  Frontier  Company^s  witnesses  until  further  notice. 

Mr.  Page:  I  would  suggest,  having  found  the  father  of  this 
card,  Mr.  Spaulding  —  it  was  a  poor  unclaimed  child  this  morn- 
ing. 

Charles  A.  Spauldixo,  being  duly  sworn,  testified  as  fol- 
lows : 

Bv  Mr.  Page  : 

Q.  ^Ir.  Spaulding,  you  have  some  official  position  with  the 
Bell  Telephone  Company  or  with  the  Xew  York  Telephone  Com- 
pany ?     A.  I  am  connected  Avith  the  advertising  department. 

Q.  Of  which  company  i  A.  The  Kew  York  Telephone  Com- 
pany. 

Q.  Were  you,  previous  to  the  soiling  out  to  the  Xew  York 
Company  of  the  Bell  Company's  plant,  connected  with  the  adver- 
tising department  of  the  Bell  i  A.  The  advertising  was  handled 
in  mv  office,  but  not  under  that  name. 

Q.  The  work  was  done  ?  A.  The  advertising  work  was  done 
in  mv  office. 

Q.  But  when  you  changed  your  official  title  you  didn't  change 
your  office  or  your  labors  or  the  character  of  them  ?    A.  Xo,  sir. 

Q.  I  show  you  Exhibit  Xo.  0  for  identification.  Did  that  ema- 
nate from  vour  office?    A.  It  did. 
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Q.  At  what  time  ?  A.  It  was  designed  about  the  first  part  of 
September,  this  year. 

Q.  Was  that  used  by  the  Bell  Telephone  Company  of  Buffalo? 
A.  I  am  hesitating  for  the  reason  that  in  September  I  took  my 
vacation  and  the  work  was  left  in  charge  of  another. 

Q.  Can  you  tell  about  what  date  it  was  issued?  A.  Yes,  it 
was  designed  in  Buffalo  and  the  design  was  submitted  to  the 
advertising  manager  of  the  New  York  Telephone  Company  for 
his  suggestions,  to  the  design  of  the  card,  and  it  was  printed  in 
New  York  and  fon^^arded  back  to  Buffalo  sometime  during  the 
month  of  September. 

Q.  Was  it  submitted  to  the  advertising  manager  of  the  Xew 
York  Telephone  Company  before  or  since  the  sale  of  the  Buffalo 
Bell  plant  to  the  New  York  Telephone  Company  ?    A.  Before. 

Q.  Why  ?  A.  For  the  reason  that  the  advertising  men  of  the 
Bell  Companies  had  been  meeting  in  convention  for  several  years 
and  we  interchange  ideas  and  consult  each  other  as  to  designs. 
This  was  done  purely  and  solely,  as  far  as  I  know,  to  see  if  he 
had  some  better  idea  as  to  a  design  than  I  might  have. 

Q.  Was  it  printed  by  the  New  York  Telephone  Company  be- 
fore or  since  the  selling  out  of  the  Bell  of  Buffalo  to  the  New  York 
Telephone  Company?  A.  A  few  days  before  the  transfer  took 
place. 

Q.  Why  ?  A.  For  the  reason  that  the  new  plant  had  —  some 
New  York  printing  plant,  the  name  of  which  I  don't  even  know, 
had  greater  facilities  for  turning  this  work  out  than  we  had  in 
Buffalo.  We  wanted  to  get  it  out  quickly. 

Q.  That  is,  the  New  York  Telephone  Company  had  its  own 
printing  plant  ?  A.  No,  there  are  printers  there  whose  plants  are 
80  large  that  it  seemed  to  be  advisable  to  have  them  handle  the 
work. 

Q.  Have  you  had  charge  of  any  of  the  newspaper  adver- 
tising or  advertising  in  periodicals  or  street  cars  for  the  Buffalo 
Bell  Telephone  Company?    A.  I  have  in  the  newspapers. 

Q.  Has  the  amount  of  advertising  increased  or  diminished 
within  the  past  year  ?    A.  It  has  increased. 

Q.  About  what  percentage  of  increase  has  there  been?  A.  It 
is  a  difficult  matter  to  answer  exactlv.    I  should  sav  it  has  doubled. 


152  [Senate 

Q.  I  don't  expect  you  to  answer  exactly.  Hasn't  it  more  than 
doubled?     A.  During  the  last  twelve  months? 

Q.  Yes?  A.  It  is  possible  it  may  have  trebled.  I  should  say 
possibly  between  the  two  —  doubled  or  trebled.  I  don't  think  it 
trebled. 

Q.  Either  two  or  three  times  as  much  as  it  was  twelve  months 
ago  ?    A.  Approximately,  I  should  say. 

Q.  When  did  that  increase  begin  ?  A.  Last  spring,  to  the  best 
of  my  recollection. 

Q.  About  what  time  last  spring?  A.  I  should  say  in  April  — 
possibly  May. 

Q.  Do  vou  know  of  anv  reason  for  it?  A.  The  desire  for 
greater  publicity  is  the  onh'  reason  I  can  suggest. 

Q.  Is  that  the  only  reason  you  know  of  ?  A.  Greater  publicity 
and  the  desire  to  effect  a  greater  sale  of  our  goods  is  the  only  rea- 
son I  think  of. 

Q.  That  is  the  secondary  consideration  —  that  is,  you  are  giv- 
ing the  reasons  in  the  order  of  their  importance  ?  A.  One  rather 
depends  on  the  other.    I  think  one  is  as  important  as  the  other. 

Q.  Do  you  have  anything  to  do  with  the  advertising  for  the  long 
distance  lines  ?  A.  I  do  not,  except  that  reference  to  the  long  dis- 
tance lines  is  practically  incorporated  in  the  advertisements  which 
deal  with  local  matters. 

Q.  The  advertisements  that  you  publish  in  Buffalo  and  in  your 
territory,  all  of  them  include  an  advertisement  of  the  long  distance 
lines  ?    A.  They  do  not. 

Q.  Do  some  of  them  ?    A.  Some  of  them  do. 

Q.  About  what  percentage  of  them  ?  A.  I  have  never  endeav- 
ored to  make  a  comparison.    It  would  be  a  guess. 

Q.  Well,  guess  if  you  will,  for  the  benefit  of  the  Committee. 
A.  Possibly  half  of  them  refer  to  the  fact  that  connections  can  be 
established  throughout  the  local  telephones  with  4,000,000  and 
more  Bell  telephones  in  the  United  States.  It  is  a  stock  in  trade 
for  advertising. 

Q.  Do  the  owners  of  the  long  distance  lines  pay  any  portion  of 

« 

the  cost  of  that  advertising?    A.  I  believe  they  do. 

Q.  What  proportion  ?  A.  I  can't  answer  that  question  because 
the  only  reason  I  have  for  remembering  it  is  an  arrangement  made 
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some  time  in  the  past  for  a  certain  percentage  of  it,  and  I  have 
forgotten  what  that  percentage  is. 

Q.  Have  you  any  recollection  at  all  in  regard  to  it?  A.  To 
the  best  of  my  recollection,  but  it  is  not  positive,  the  percentage 
was  about  one-half. 

Q.  Each  paid  about  one-half  of  the  advertising?  A.  Each 
paid  about  one-half. 

Q.  Did  that  apply  to  the  advertising  matter  which  didn't  con- 
tain allusions  to  the  long  distance  lines  as  well  as  to  that  which 
did?    A.  In  a  general  way  it  did,  yes. 

Q.  That  is,  in  a  general  way,  the  long  distance  lines  paid  one- 
half  of  all  of  your  advertising  within  the  territory  ?  A.  Not  all 
of  it.  If  I  said  that  I  will  have  to  qualify  that.  The  advertising 
done  in  some  of  our  towns,  Buffalo  and  Niagara  Falls  and  some  of 
the  larger  places. 

Q.  What  places?  A.  Buffalo,  Niagara  Falls,  Lockport  and 
Batavia. 

Q.  They  paid  nothing  toward  the  advertising  in  Rochester? 
A.  I  have  nothing  to  do  with  Rochester,  and  I  can't  say. 

Q.  That  is  outside  of  your  territory  ?  A.  That  is  in  our  terri- 
tory. 

Q.  I  mean  outside  of  your  territory  as  advertising  manager? 
A.  Outside  of  my  territory  as  advertising  manager. 

Q.  Could  you  state  approximately  how  much  has  been  spent  for 
advertising  matter  in  your  territory  during  the  past  twelve 
months?    A.  Approximately  $10,000  or  $17,000. 

Q.  And  that  includes  what  part  of  the  territory  of  the  Buffalo 
Bell  Company  ?  A.  All  portions  of  it  excepting  the  city  of 
Rochester. 

Q.  And  the  county  of  Monroe?  A.  No,  not  the  county  of 
Monroe,  but  the  city  of  Rochester. 

Q.  You  control  the  advertising  in  the  county  of  Monroe  outside 
of  Rochester  ?    A.  Yes,  sir. 

Mr.  Page  :  Senator,  you  have'some  question  you  desired  to  ask 
in  regard  to  Exhibit  6. 

By  Chairman  Davis: 

Q.  I  understood  the  witness  to  say  that  he  prepared  that  ex- 
hibit?   A.  Yes. 
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Q.  Where  did  you  get  the  information  for  the  rates  contained 
on  that  card?  A.  They  came  to  me  from  the  vice-president  of 
the  company  in  written  form. 

Q.  What  was  his  name  ?    A.  Mr.  T.  T.  Ramsdell. 

Q.  ]\fr.  Ramsdell,  the  former  witness  on  the  stand?  A.  Yes, 
sir. 

Q.  He  gave  you  the  rates  ?    A.  Yes,  sir. 

Chairman  Davis:  That  is  all. 

Bv  Mr.  Page: 

Q.  Just  one  question :  Prior  to  the  merger  or  the  selling  out 
of  the  lines  of  the  Buffalo  Bell  to  the  Xew  Y'ork  Telephone  Com- 
pany, were  the  bills  for  advertising  within  this  territory  sub- 
mitted to  or  audited  by  any  official  of  the  New  Y'ork  Telephone 
Company  ?    A.  I  don't  know ;  I  can't  say. 

Q.  Or  of  th^  American  Telephone  and  Telegraph  Company! 
A.  T  don't  know.  They  passed  from  me  to  our  auditor,  and  what 
became  of  them  then  I  had  no  knowledge. 

Q.  They  were  first  rendered  and  submitted  to  you,  and  after 
you  approved  the  bills  they  went  to  the  auditor  of  the  Buffalo  Bell 
Telephone  Company?    A.  That  is  correct. 

Q.  And  where  they  went  from  him  vou  don*t  know?  A.  I 
don't  know. 

Mr.  Page:    I  think  that  is  all. 

Chairman  Davis:     That  is  all. 

Joseph  S.  Baecher,  beinir  dulv  sworn,  testified  as  follows: 


By  Mr.  Page  : 

Q.  Mr.  Baecher,  you  are  the  secretary  and  treasurer  of  the 
Buffalo  Bell  Telephone  Company?  A.  Bell  Telephone  Companf 
of  Buffalo. 

Q.  Bell  Telephone  Company  o'f  Buffalo?    A.  Y'^es. 

Q.  And  have  been  for  how  long?    A.  Since  1902. 

Q.  Were  you  connected  with  the  company  in  any  capacitv 
prior  to  that  time  ?    A.  Yes,  for  two  years  prior  to  that  time. 
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Q.  In  what  capacity  ?     A.  Clerk. 

Q.  Clerk?     A.  Yes,  sir. 

Q.  Were  you  a  director  of  the  company  ?  A.  Why,  I  am  now 
a  director  of  the  company.     I  was  for  a  short  time  in  1902. 

Q.  And  how  long  weye  you  a  director,  since  1002  ?  A.  No,  I 
was  for  a  short  time  in  1902  and  then  again  for  the  last  nearly 
two  Years.  I  think. 

Q.  When  is  the  annual  meeting  of  the  company?  A.  In  Feb- 
ruary. 

Q.  You  were  elected  director  again  in  February,  1906?  A. 
Ye^.    1907. 

Q.  In  1907  (  A.  1907,  yes;  I  wouldn't  be  positive,  or  1908  — 
VM}-;  or  1908,  I  don't  know  which.     The  book  will  tell. 

ilr.  Page:     I  will  have  this  book  marked  for  identification. 

{Book  marked  Exhibit  Xo.  8  for  identification.) 
Mr.  Pace:     Also  mark,  if  you  will,  page  151. 

(Page  151  of  book  marked  Exhibit  9  for  identification.) 

Q.  I  ?how  you  book  marked  for  identification  and  ask  you  what 
that  is?    A.  The  minute  book. 

Q.  That  is  the  minute  Iwok  of  the  Bell  Telephone  Company  of 
Buffalo?    A.  Yes. 

Q.  Directors'  meetings  of  the  Bell  Telephone  Company  of  Buf- 
falo f    A.  Directors'  and  stockholders'  meetings. 

Q.  It  also  contains  a  record  of  the  stockholders'  meetings? 
A.  Yes. 

0.  It  appears  to  have  commenced  February  17,  1902  ?  A.  Yes. 

Q.  And  this  is  the  last  minute  book  of  stockholders'  and 
directors'  meetings  ?     A.  The  last  one,  yes. 

Q.  I  show  yon  Exhibit  9  for  identification.  That  is  page  151 
of  the  minute  book  Exhibit  8?    A.  Yes. 

Q.  And  begins  with  the  record  of  a  meeting  of  the  board  of 
directors  of  the  Bell  Telephone  Company  of  Buffalo  held  on  the 
20th  (lay  of  September,  1909?     A.  Yes. 

Q.  Do  the  minutes  of  that  meeting,  and  of  the  subsequent 
meetings  held  by  that  company  down  to  the  present  time,  appear 
on  Exhibit  8,  on  page  151,  and  all  of  the  succeeding  pages  down 
to  and  including  page  169?    A.  Yes. 
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Q.  And  do  the  minutes  of  those  meetings,  both  of  directors  and 
stockholders,  shown  on  the  pages  mentioned,  set  forth  correctly 
the  transactions  of  the  directors  and  stockholders  in  reference  to 
the  sale  of  the  property  of  the  Bell  Telephone  Company  of  Buffalo 
to  the  ISTew  York  Company?    A.  They  do. 

Mr.  Page  :    I  offer  those  in  evidence. 

Chairman  Davis:    Give  the  dates. 

Mr.  Page:  Special  meeting  of  the  board  of  directors  held 
September  20,  1907,  at  2  p.  m.  It  also  includes  the  special  meet- 
ing of  the  directors  held  October  1,  1909;  the  minutes  of  an 
adjourned  meeting  of  the  directors  held  October  4,  1909.  I  think 
that  is  all.  That  is  all  I  notice  in  running  through  hastily,  but 
the  matter  offered  is  all  of  this  minute  book  from  the  top  of  page 
151  to  the  bottom  of  page  169. 

(Pages  151  to  169  of  the  minute  book  [Exhibit  No.  8  for 
identification]  received  in  evidence  and  marked  Exhibit 
No.  9.) 

Mr.  Page:  I  will  read  Exhibit  No.  9  in  evidence.  It  is  as 
follows : 

A  special  meeting  of  the  Directors  of  the  Bell  Telephone  Company  of  Buf- 
falo was  held  at  the  principal  office  of  the  company,  Xo.  14  West  Seneca 
street,  Buffalo,  X.  Y.,  on  Monday,  the  20th  day  of  September,  1900,  at  2 
o'clock  p.  m.,  pursuant  to  a  notice  of  which  the  following  is  a  copy: 


BuFFALO,  New  York,  September  16,  1909. 

Deab  Sib. —  There  will  be  a  special  meeting  of  the  Board  of  Directors  of  The 
Bell  Telephone  Company  of  Buffalo  at  its  principal  office,  No.  14  West  Seneca 
street,  Buffalo,  N.  Y.,  on  Monday,  the  20th  day  of  September,  1909,  at  2 
o'clock  p.  m.,  to  consider  and  act  upon  the  question  of  authorizing,  ratifying 
and  approving  the  sale  and  conveyance  of  the  property,  rights,  privileges  and 
franchises  of  said  The  Bell  Telephone  Company  of  Buffalo  to  the  New  York 
Telephone  Company,  and  authorizing,  ratifying  and  approving  an  agreetaent 
with  the  last  named  company  to  effect  such  sale  and  conveyance,  and  the  acts 
of  the  officers  of  said  The  Bell  Telephone  Company  of  New  York  with  respect 
to  and  under  said  agreement;  and  for  the  purpose  of  transacting  the  business 
of  the  regular  monthly  meetings  and  such  other  business  as  may  properly 
come  before  the  meeting. 

By  order  of  the  President. 

Yours  very  truly, 

J.  S.  BAECHER,  Secretary. 
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The  following  named  directors  were  present: 

H.  M.  Watson,  President.  E.  M.  Hageb. 

L.  L.  Babcock.  Edwabd  J.  Hall. 

B.  E.  Chase.  C.  M.  Helmer. 

PoBTEB  Norton.  C.  H.  Wilson. 

T.  T.  Ramsdell.  J.  S.  Baeciii-s. 
George  Welden. 

An  affidavit  of  due  and  timely  service  of  the  above  notice  of  this  special 
meeting  upon  each  director  was  submitted  by  the  Secretary,  and  on  motion 
the  same  was  ordered  filed. 

The  minutes  of  the  last  meeting  were  read  and  approved. 

The  Treasurer's  report  was  read  and  was  on  motion  ordered  placed  on  file. 

The  minutes  of  the  meetings  of  the  Executive  Committee  held  on  August 
31st,  September  8th,  14th  and  20th,  were  read,  and  it  was  on  motion  voted 
that  the  acts  of  the  Committee  be  approved. 

It  was  moved  and  seconded  that  a  dividend  of  one  and  one-half  per  cent 
on  the  capital  stock  of  this  company  be  declared  payable  October  15,  1909,  to 
stockholders  of  record  at  the  close  of  business  on  September  30,  1909.  Th« 
stock  transfer  books  to  close  on  September  30,  and  to  reopen  on  October  Id, 
1909.     Carried. 

The  following  resolutions  were  ordered: 

Whereas,  The  New  York  Telephone  Company  desires  to  purchase  and 
acquire  the  property,  rights,  privileges  and  franchises  (except  its  franchise 
to  be  a  corporation)  for  the  price  and  upon  the  terms  specified  in  the  agree- 
ment of  which  a  copy  is  appended  to  these  resolutions,  and  it  is  expedient 
that  said  property,  rights,  privileges  and  franchises  be  sold  and  conveyed  to 
said  New  York  Telephone  Company  for  said  price  and  upon  said  terms. 

Resolved,  That  the  sale  and  conveyance  to  said  New  York  Telephone  Com- 
pany of  all  the  property,  rights,  privileges  and  franchises  (except  its  fran- 
chise to  be  a  corporation)  at  and  for  the  price  and  upon  the  terms  specified 
in  said  agreement,  be  and  the  same  are  hereby  authorized,  ratified  and 
approved  subject  to  the  ratification  and  approval  of  the  stockholders  aa 
required  by  law. 

Resolved,  further.  That  for  the  purpose  of  efi'ecting  such  sale  and  convey- 
ance, the  officers  of  this  company  be,  and  they  are  hereby  authorized  and 
directed,  to  execute,  acknowledge  and  deliver  upon  behalf  of  this  Company 
the  proposed  agreement  with  the  New  York  Telephone  Company  which  has 
been  submitted  to  this  Board  and  of  which  a  copy  is  hereby  appended  and 
to  affix  the  corporate  seal  thereto.  The  officers  are  also  hereby  authorized 
and  empowered  to  execute,  acknowledge  and  deliver  all  such  other  instru- 
ments and  documents  in  writing,  under  seal  of  the  compan}'  or  otherwise, 
and  to  do  and  perform  all  such  acts  as  counsel  may  deem  necessary,  con- 
venient or  proper  to  carry  into  effect  the  sale  and  conveyance  hereinbefore 
authorized. 
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AGREEMENT. 

This  agreement,  made  tliis  twentieth  day  of  September,  1909,  between 
The  Bell  Telephone  Company  of  Buffalo,  a  corporation  organized  and 
existing  under  the  laws  of  the  State  of  New  York,  party  of  the  first  ptrt 
(hereinafter  referred  to  as  the  BufTalo  Company)  and  New  York  Telephone 
Company,  also  a  corporation  organized  and  existing  under  the  laws  of  said 
State,  party  of  the  second  part  (hereinafter  referred  to  as  the  New  York 
Company ) , 


W  I  T  N  E  S  S  E  T  II  : 

Whereas,  the  Buffalo  Company  is  the  owner  of  and  is  engaged  in  operating 
telephone  and  telegraph  lines  in  the  State  of  New  York  and  desires  to  st*!! 
and  convey  its  property,  rights,  privileges  and  franchises  to  the  New  York 
Company,  and  said  New  York  Company  desires  to  purchase  and  acquire  ibe 
same  in  the  manner  authorized  by  law; 

Now,  therefore,  it  is  hereby  mutually  agreed  by  and  between  tlie  parti» 
to  this  agreement  as  follows: 

First:  The  Buffalo  Company  agrees  to  sell  and  convey  and  by  these  pre> 
ents  does  sell  and  convey  unto  the  New  York  Company,  for  tlie  price  and 
upon  the  terms  hereinafter  specified,  all  of  its  telephones  and  telegraph  li»e>. 
including  poles,  wires,  cables,  conduits,  cross-arms,  connections  and  other 
fixtures  and  appurtenance^,  switchboards,  batteries,  instruments,  equipment. 
supplies  and  office  furniture;  all  of  its  real  estate,  leases,  stocks  of  oth*r 
companies,  bonds  and  other  securities,  moneys,  bills  receivable,  credits,  judg 
ments,  book  and  -other  accounts,  letters  patent,  patent  rights,  grants,  consent?. 
permissions,  licenses,  contracts,  and  interest  or  interests  in  the  lines  and 
property  of  otlier  companies,  and  the  good  will  of  its  business  wherever  trans 
acted  or  operated;  and  all  and  singular  the  property,  rights,  privileges  ami 
franchises  of  every  nature  whatsoever  of  the  Buffalo  Company,  wherever  sitn 
ated,  except  its  franchise  to  be  a  corporation;  to  have  and  to  hold  the  san^ 
unto  the  said  New  York  Company,  its  successors  and  assigns  forever,  accord 
ing  to  the  full  estate  and  interest  of  the  Buffalo  Company  therein. 

Second:     The  New  Y'ork  Company  agrees  to  make  and  the  Buffalo  Com 
pany    agrees    to    receive    payment   for    the    above-mentioned    estate,   property 
rights,  privileges  and  franchises  so  sold  and  conveyed  to  and  acquired  by  the 
New  York  Company  as  aforesaid,  in  the  following  manner: 

The  New  York  Company  shall  pay  to  the  stockholders  of  the  Buffalo  Com- 
pany the  sum  of  ninety-three  dollars  and  fifty  cents  ($93.50)  for  each  sharf 
of  stock  of  the  Buffalo  Company  held  by  its  said  stockholders  respectively, 
upon  the  surrender  to  the  New  Y^ork  Company  on  or  prior  to  the  fifteenth 
day  of  October,  1909,  of  the  certificates  of  stock  of  the  Buffalo  Company  hf?iJ 
by  said  stockholders;  for  each  share  of  stock  of  the  Buffalo  Company  ib? 
certificate  representing  which  shall  be  surrendered  to  the  New  York  Com- 
pany after  said  date  and  on  or  prior  to  the  thirty-first  day  of  December. 
1909,  the  New  Y''ork  Company  shall  pay  the  sum  of  ninety-three  dollars  And 
fifty  cents  ($93.50),  together  with  interest  at  the  rate  of  five  per  cent,  ptr 
annum  thereon  from  the  first  day  of  October,   1909,  until  the  date  of  sanJ 
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surrender;  and  for  each  share  of  stock  of  the  Buffalo  Company,  the  certifi- 
cate representing  which  shall  be  surrendered  to  the  New  York  Company 
after  the  thirty-first  day  of  December,  1909,  the  New  York  Company  shall 
pay  the  sum  of  ninety- three  dollars  and  fifty  cents  ($93.50),  together  with 
interest  thereon  at  the  rate  of  five  per  cent,  per  annum  from  the  first  day 
of  October,  1909,  to  the  thirty-first  day  of  December,  1909.  In  no  event 
shall  the  New  York  Company  be  obligated  or  required  to  pay  any  interest 
upon  or  for  any  share  of  stock  of  the  Bufi'alo  Company  the  certificate  rep- 
resenting which  shall  be  surrendered  to  the  New  York  Company  subsequent 
to  said  31st  day  of  December,  1909,  except  as  above  provided. 

All  shares  of  stock  of  the  Buffalo  Company  after  surrender  as  aforesaid 
shall  belong  to  and  shall  be  duly  transferred  to  the  New  Y'ork  Company. 

Third:  The  expenses  incurred  in  and  about  the  effecting  of  said  sale  and 
conveyance  shall  be  borne  and  defrayed  by  the  New  York  Company,  and  all 
debts,  contracts  and  liabilities  heretofore  incurred  by  or  which  are  at  the 
present  time  justly  binding  upon  or  chargeable  against  the  Buffalo  Com- 
pany, are  to  be  assumed,  discharged  and  performed  by  the  New  York  Com- 
pany, and  the  New  York  Company  shall  and  will  fully  indemnify  and  save 
harmless  the  Buffalo  Company,  its  directors,  officers  and  stockholders,  and  its 
and  their  successors,  heirs,  executors,  administrators  and  assigns  of  'and 
from  all  liability,  damages,  costs,  charges  and  expenses  by  reason  thereof. 

The  said  sale  and  conveyance  are  made  subject  to  all  valid  and  existing 
liens  and  encumbrances  upon  or  against  the  estate,  property,  rights,  privi* 
leges  and  franchises  of  the  Buffalo  Company. 

FoL'BTH:  Schedules  of  the  property,  rights,  privileges  and  franchises  hereby 
purchased,  sold  and  conveyed,  or  intended  so  to  be,  shall  be  delivered  to  the 
New  York  Company  as  soon  as  the  same  can  be  prepared,  but  no  omission, 
by  error  or  otherwise,  to  designate  or  describe  any  of  said  property,  rights, 
privileges  or  franchises  in  such  schedules  shall  in  any  way  limit  or  prejudice 
the  sale,  conveyance  and  right  thereto  hereinbefore  set  forth;  and  the  Buffalo 
Company  hereby  covenants  and  agrees  that,  upon  the  request  and  at  the 
expense  of  the  New  York  Company,  its  successors  or  assigns,  it  will  make, 
execute,  acknowledge  and  deliver  to  said  New  York  Company,  its  successors 
or  assigns,  any  and  all  additional  instruments  in  writing,  under  seal  or  other- 
wise, which  the  said  New  York  Company,  its  successors  or  assigns  or  its  or 
their  counsel  may  deem  necessary,  convenient  or  proper,  for  the  transfer  of 
or  for  assuring  to  the  New  York  Company,  its  successors  and  assigns,  all  the 
property,  rights,  privileges  and  franchise,  hereby  sold  and  conveyed,  or 
intended  so  to  be. 

Fifth:  Possession  of  the  property,  rights,  privileges  and  franchises  hereby 
sold  and  conveyed  shall  be  forthwith  delivered  and  transferred  to  the  New 
York  Company,  and  from  and  after  the  date  hereof  all  earnings  and  expenses 
of  the  Buffalo  Company  shall  be  deemed  to  be  for  and  on  account  of  the 
Kew  Ytflrk  Company. 

Iw  WITNESS  WHEREOF,  each  of  the  parties  hereto  has  caused  these  presents 
to  be  subscribed  in  its  name  and  on  its  behalf  by  its  President,  and  its  cor» 
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porate  seal  to  be  hereto  affixed  and  attested  by  its  Secretary,  on  the  day  and 
year  first  above  written* 

THE  BELL  TELEPHONE  COMPANY  OF  BUFFALO. 

By , 

Attest:  President, 


f 

Secretary, 

NEW  YORK  TELEPHONE  COMPANY. 

By  ...; , 

Attest:  PreMent, 


Secretary. 


All  the  directors  present  being  those  above  named  and  being  at  least  three- 
fifths  .  ( 3-5 )  of  the  directors  voted  in  favor  of  the  foregoing  preamble  and 
resolution  and  the  President  thereupon  declared  tlje  same  duly  adopted. 

On  motion  it  was 

Voted  that  the  officers  of  this  Company  be  and  they  hereby  are  authoriaed 
and  directed  to  execute,  acknowledge  and  deliver  to  the  New  York  Telephone 
Company  deeds,  transfers,  conveyances  and  assignments  of  all  the  real 
estate  or  interests  therein  owned  or  held  by  this  Company. 

On  motion  it  was  vorm)  that  the  officers  of  this  Company  be  and  they  are 
hereby  authorized  and  directed  to  assign,  transfer  and  deliver  to  the  Neiw 
York  Telephone  Company  all  the  shares  of  stocks,  bonds  and  securities  of 
other  corporations  owned  by  this  Company  and  that  such  officers  be  and  they 
hereby  are  authorized  to  sign  instruments  of  transfer  or  assignments  on 
certificates  or  other  instruments  representing  such  stocks,  bonds  and  securities. 

On  motion  it  was  voted  that  the  Secretary  and  Treasurer  be  and  hereby  is 
authorized  and  directed  to  duly  transfer  or  endorse  and  deliver  to  the  New 
York  Telephone  Company  all  moneys,  checks,  notes,  drafts  and  other  evi- 
dences of  indebtedness  due  or  payable  to  this  Company. 

On  motion  it  was  voted  that  the  Secretary*  and  Xi'^^^urer  be  and  hereby  is 
authorized  and  directed  to  execute  and  deliver  proper  assignments  to  the  New 
York  Telephone  Company  of  all  unsettled  judgments  heretofore  or  hereafter 
obtained  and  to  affix  the  corporate  seal  to  same. 

On  motion  it  was  voted  to  adjourn  to  the  fourth  day  of  October,  1909,  at 
two  o'clock  p.  m. 

JOSEPH  S.  BAECHER, 

Secretary, 


A  special  meeting  of  the  stockholders  of  the  Bell  Telephone  Company  of 
Buffalo  was  held  at  the  principal  office  of  the  company,  No.  14  West  Seneca 
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street,  Buffalo,  N.  Y.,  on  Friday,  the  first  day  of  October,   1909,  at  twelve 
o'clock  noon,  pursuant  to  a  notice  of  which  the  following  is  a  copy: 

Buffalo,  N.  Y.,  Septemher  16,  1909. 
To  the  Htockholders : 

There  will  be  a  special  meeting  of  the  stockholders  of  the  Bell  Telephone 
Company  of  Buffalo  at  its  principal  office.  No.  14  West  Seneca  street,  Buf- 
falo, N.  Y.,  on  Friday,  the  first  day  of  October,  1909,  at  12  o'clock  noon,  to 
consider  and  act  upon  the  questions  of  consenting  and  ratifying  and  approving 
the  sale  and  conveyance  of  the  property,  rights,  privileges  and  franchises  of 
said  The  Bell  Telephone  Company  of  Buffalo  to  the  New  York  Telephone 
Company;  and  ratify  and  approving  an  agreement  with  the  last  named  com- 
pany to  effect  such  sale  and  conveyance  and  all  acts  of  the  Directors  and 
officers  of  said  The  Bell  Telephone  Company  of  Buffalo,  with  respect  to  and 
under  said  agreement,  and  to  transact  such  other  business  as  may  properly 
come  before  the  meeting. 

By  order  of  the  President. 

Yours  truly, 

JOSEPH  S.  BAECHER, 

Secretary. 

I 
The  following  stockholders  were  present  in  person  or  by  proxy  representing 
the  amounts  of  capital  stock  set  opposite  their  respective  names: 

Number  of 

Name.  Shares. 

Louis    L.    Babcock 6 

Joseph  S.   Baecher 5 

Henry   M.   Watson 5 

Thomas  T.  Ramsdell 5 

Porter  Norton   6 

Letitia  R.  Symonds 100 

Charles  H.  Wilson 5 

Susan   A.   Raymond 10 

Theodore  N.  Vail 10 

Elizabeth  H.  Carleton 200 

Edward  J.   Hall 5 

Henry  S.  Gibson 10 

Robert  W.  Storer 25 

American  Telephone  and  Telegraph  Co 75, 601 


76,061 


Affidavits  were  submitted  of  the  due  and  timely  service  of  the  above  notice 
of  this  special  meeting  upon  all  the  stockholders  of  this  Company  and  of  the 
publication  of  such  notice  as  prescribed  by  law,  and  the  same  wore  ordered 
filed. 

Mr.  Porter  Norton  was  appointed  Chnirn'an  of  the  meeting  and  Mr. 
Joseph  S.  Baecher  was  appointed  Secretaiy  <»l"  the  neeting. 
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The  following  resolution  was  offered: 

Keaolvedy  That  the  action  of  the  Board  of  Directors,  authorizing,  ratifying 
and  approving  the  execution  of  the  agreement  between  this  Company  and  the 
New  York  Telephone  Company  dated  the  twentieth  day  of  September,  1909, 
which  has  been  submitted  to  this  meeting  of  stockholders  and  the  execution 
of  said  agreement  by  the  officers  of  this  Company,  and  all  the  acts  of  the 
directors  and  officers  of  this  Company  with  respect  to  and  under  said  agree- 
ment, be  and  the  same  are  hereby  ratified  and  approved;  that  the  consent  of 
the  stockholders  be  and  it  is  hereby  given  to  the  sale  and  conveyance  to  the 
New  York  Telephone  Company  of  all  the  property,  rights,  privileges  and 
franchises  (except  its  franchise  to  be  a  corporation)  for  the  price  and  upon 
the  terms  set  forth  in  said  agreement;  and  that  such  sale  and  conveyance 
be  and  the  same  are  hereby  ratified  and  approved. 

Messrs.  Frank  C.  Trubee,  Royal  S.  Pitcher  and  Frederick  A.  Rudolph,  the 
inspectors  of  election  chosen  at  the  last  annual  meeting  of  the  stockholders, 
were  appointed  to  act  as  inspectors  at  this  meeting. 

The  stockholders  proceeded  to  vote  upon  the  question  of  adopting  the  said 
resolution. 

At  the  close  of  the  voting  the  inspectors  made  and  submitted  the  following 
report : 

Oath  of  Txhpkctors. 
State  of  New  York,) 
CorxTY  OF  Erie,     C 

We,  Frank  C.  Trubee,  Royal  S.  Pitcher  and  Frederick  A.  Rudolph,  the 
inspectors  of  the  Bell  Telephone  Company  of  Buffalo,  duly  appointed  to  act 
at  the  special  meeting  of  the  stockholders  of  said  company  now  to  be  held  at 
the  principal  office  of  said  company.  No.  14  West  Seneca  street,  Buffalo,  N.  Y., 
on  Friday,  the  1st  day  of  October,  1909,  at  12  o'clock  m.,  and  before  entering 
upon  the  discharge  of  our  duties  having  been  severally  duly  sworn,  do  depose 
and  say  and  each  for  himself  deposes  and  says  that  he  will  execute  faithfully 
the  duties  of  inspector  at  such  meeting  with  strict  impartiality  and  accord- 
ing to  the  best  of  his  ability. 

Frank  C.  Trubee, 
Royal  S.  Pitcher, 
Frederick   A.   Rudolph, 
Subscribed   and   sworn   to  before  me  this  J  Inspectors, 

1st  day  of  October,  1909.  J 

Wm.  Grimm, 

Notary  Public,  Erie  County, 

Report  of  Inspectors. 

We,  Frank  C.  Trubee,  Royal  S.  Pitcher  and  Frederick  A.  Rudolph,  duly 
appointed  to  act  as  inspectors  at  the  special  meeting  ot  the  stockholders   of 
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the  Bell  Telephone  Company  of  Buffalo  held  at  the  principal  ofiice  of  said 
company,  No.  14  West  Seneca  street,  Buffalo,  N.  Y.,  on  Friday,  the  1st  day 
of  October,  1909,  at  12  o'clock  m.,  having  been  severally  duly  sworn  to  execute 
faithfully  the  duties  of  inspectors  at  such  meeting  with  strict  impartiality 
and  according  to  the  best  of  our  ability  (the  oath  so  taken  and  subscribed  by 
us  being  hereto  annexed  and  made  part  hereof ), 

Do  HEREBY  CERTIFY  that  the  said  meeting  was  convened  at  12  o'clock  m. 
on  said  day;  that  the  following  resolution  was  offered: 

Resolved,  That  the  action  of  the  Board  of  Directors  authorizing,  ratifying 
and  approving  the  execution  of  the  agreement  between  this  company  and 
the  Kew  York  Telephone  Company,  dated  the  20th  day  of  September,  1909, 
which  has  been  submitted  to  this  meeting  of  the  stockholders  and  the  execution 
of  said  agreement  by  the  officers  of  this  company  and  all  the  acts  of  the 
directors  and  officers  with  respect  to  and  under  said  agreement  be  and  the 
same  hereby  are  ratified  and  approved;  that  the  consent  of  the  stockholders 
be  and  it  is  hereby  given  to  the  sale  and  conveyance  to  the  New  York  Tele- 
phone Company  of  all  the  property,  rights,  privileges  and  franchises  (except 
its  franchise  to  be  a  corporation)  for  the  price  and  upon  the  terms  set  forth 
in  said  agreement ;  and  that  such  sale  and  conveyance  be  and  the  same  are 
hereby  ratified  and  approved. 

That  the  said  resolution  was  duly  voted  upon;  that  the  total  number  of 
votes  cast  upon  the  question  of  adopting  said  resolution  was  76,051  votes, 
representing  76,051  shares;  that  76,051  votes  representing  76,051  shares  were 
cast  in  favor  of  said  resolution  and  no  votes  representing  shares  were  cast 
against  said  resolution  and  that  th<s  same  was  duly  adopted. 

In  witness  whereof  we  have  hereunto  signed  our  names  this  1st  day  of 
October,  1909. 

Frank  C.  Trubee, 
Royal  S.  Pitcher, 
Frederick  A.   Rudou»h, 

Inspectors. 


The  report  of  the  inspectors  was  on  motion  received  and  ordered  on  file. 

The  President  thereupon  declared  that  stockholders  present  in  person  and 
by  proxy  representing  76,051  shares,  being  more  than  three-fifths  (3-5)  of 
the  capital  stock  of  the  Company  having  voted  in  favor  of  the  said  resolution, 
the  same  was  duly  adopted.  The  minutes  of  this  meeting,  as  above,  were 
then  read  and  approved. 


On  motion  the  meeting  adjourned. 


Porter  Norton, 

Chairman  of  Meeting. 


Joseph  S.  Baecher, 

Secretary  of  Meeting. 
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Minutes  of  adjourned  meeting  of  the  directors  of  the  Bell  Telephone  Com- 
pany of  Buffalo  held  on  Monday,  October  4,  1909,  at  2  o'clock  p.  m.,  at  the 
company's  office,  Buffalo,  N.  Y.,  pursuant  to  due  notice. 

Present:  H.  M.  Watson,  President;  L.  L.  Babcock,  B.  E.  Chase,  £.  M. 
Hager,  C.  M.  Ilelmer,  Porter  Norton,  T.  T.  Hamsdell,  George  Welden  and 
J.  S.  Baecher. 

The  minutes  of  the  last  meeting  were  read  and  approved. 

The  minutes  of  the  meeting  of  the  Executive  Committee  held  on  September 
28,  1909,  were  read,  and  it  was  on  motion  voted  that  the  acts  of  the  Committee 
be  approved. 

The  Secretary  read  the  minutes  of  the  stockholders*  meeting  held  on  October 
1,  1909,  and  the  report  of  the  inspectors  on  the  vote  taken  at  the  meeting. 

The  following  resolution  was  offered: 

VVhebeas,  the  property,  rights,  privileges  and  franchises  of  this  company 
have  been  heretofore  sold  and  conveyed  to  the  New  York  Telephone  Company 
and  the  officers  of  this  Company  have  made,  signed  and  executed  a  certain 
agreement  and  also  deeds  and  other  instruments  for  the  purpose  of  effectuat- 
ing and  carrying  out  the  said  sale  and  conveyance,  and 

Whereas,  at  a  meeting  of  all  of  the  stockholders  of  this  company  duly 
called  for  that  purpose,  held  at  the  principal  office  of  the  company  in  the 
city  of  Buffalo,  N.  Y.,  on  the  1st  day  of  October,  1909,  sucli  sale  and  con- 
veyance and  the  action  of  the  Board  of  Directors  authorizing,  ratifying  and 
approving  the  execution  of  the  agreement  between  this  company  and  the 
New  York  Telephone  Company,  dated  September  20,  1909,  and  the  execution 
of  said  agreement  by  the  proper  officers  of  this  company  and  all  other  acts 
of  the  directors  and  officers  with  respect  to  and  under  the  agreement  and  by 
votes  of  the  stockholders  owning  more  than  three-fifths  (3-5)  of  the  capital 
stock  of  this  company  in  all  things  ratified  and  approved  and  the  consent  of 
such  stockholders  was  by  like  vote  then  and  there  duly  given  to  the  aforesaid 
sale  and  conveyance  to  the  New  York  Telephone  Company. 

Now,  THEREFOBE,  it  is  hereby  resolved  that  the  sale  and  conveyance  of  the 
property,  rights,  franchises  and  privileges  of  this  company  to  the  New  York 
Telephone  Company  be  and  hereby  in  all  respects  is  approved  and  ratified, 
and  that  said  agreement  between  this  Company  and  the  New  York  Telephone 
Company  bearing  date  Se|;tember  20,  1909,  and  all  acts  of  the  proper  officers 
of  this  Company  in  making,  signing  and  executing  the  same,  and  all  acts  of 
such  officers  in  making,  signing  and  executing  deeds,  conveyances  and  other 
instruments  in  writing  to  make  effectual  such  sale  and  cnnvej-ance,  and  all 
acts  of  said  officers  with  respect  to  and  under  said  agreement  be  and  they  are 
hereby  in  all  things  ratified  and  approved.  All  the  directors  present,  being 
those  above-named  and  being  at  least  three-fifths  (3-5)  of  the  directors,  voted 
in  favor  of  the  foregoing  preamble  and  resolution,  and  the  President  there- 
upon declared  the  same  duly  adopted. 

The  minutes  of  the  meeting  as  above  were  read  and  approved. 

On  motion  the  meeting  then  adjourned. 

Joseph   S.   Baecheb, 
Secretary, 
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Q.  Mr.  Baecher,  do  the  minutes  of  the  executive  committee 
meetings  show  the  adoption  of  the  rates  specified  in  Exhibit  6  ?  A. 
I  don't  know  without  comparing.  Sometimes  they  were  adopted 
by  the  executive  committee  in  the  schedule,  and  the  book  itself 
wouldn't  show,  but  they  were  always  — 

Q.  About  how  long  was  there  an  adoption  of  a  schedule  of  rates 
by  the  executive  committee  —  that  is,  the  last  one  ?  A.  That  must 
be  some  time  ago  —  a  long  time  ago. 

Q.  About  how  long  ?    A.  I  can't  guess. 

Q.  Well,  will  you  have  prepared  and  furnish  to  the  Committee 
a  copy  of  the  resolution  adopting  the  last  schedule  of  toll  rates  in 
your  territory,  and  also  furnish  a  copy  of  the  schedule  adopted? 
A.  It  might  not  have  been  adopted  as  a  schedule  for  a  long  time ; 
but  we  usually  adopt  rates  from  week  to  week  —  changes. 

Q.  I  see.  A.  This  might  show  separately  and  they  might  not 
show.    They  might  be  referred  to  as  in  a  schedule. 

Mr.  Page  :  Will  you  mark  this  for  identification  ? 

(Paper  marked  Exhibit  No.  10  for  identification.) 

Q.  I  show  you  Exhibit  10  for  identification,  consisting  of  four 
sheets  of  typewritten  paper.  I  ask  you  what  that  is?  A.  Sched- 
ule of  rates  for  Buffalo. 

Q.  Does  that  set  forth  fully  and  accurately  all  of  the  rates  now 
in  force  in  the  city  of  Buffalo  for  local  service?  A.  I  was  told  so 
by  the  party  that  made  the  copy  for  me  in  the  office  —  by  the 
auditor. 

Q.  Who  told  you?    A.  The  auditor. 

Q.  Did  you  believe  him  ?    A.  Yes. 

Q.  Did  you  believe  him  enough  so  you  are  willing  to  swear  that 
this  is  correct  ?    A.  To  the  best  of  my  knowledge  and  belief,  yes. 

Q.  You  wouldn't  want  to  put  it  any  stronger  than  that  on  the 
word  of  a  mere  auditor?  A.  I  should  believe  it  myself.  I  guess 
it  is  all  right,  only  I  didn't  write  them  myself  and  don't  assume 
them. 

Q.  You  haven't  anv  doubt  but  that  it  is  correct  ?  A.  T  haven't 
any  doubt  that  is  right. 

Mr.  Page  :   I  offer  that  paper  in  evidence. 

(Paper  received  in  evidence  and  marked  Exhibit  Xo.  10.) 
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Mr.  Page  :   The  exhibit  reads  as  follows : 


EXHIBIT  No.  lo. 

Buffalo,  November  18,  1909. 
NEW  YORK  TELEPHONE  COMPANY  —  WESTERN  DIVISION. 

Buffalo  Rates. 

BuMness. —  One-party,  1,200  messages,  $60;  advance,  4c.;  overuse,  5c. 
Two-party,  1,000  messages,  $42;  advance  and  overuse,  4c.  For  service  outside 
of  one  mile  from  any  exchange  this  same  rate  applies  to  a  four-party  line. 
One-party,  unlimited,  $84  per  annum.  Two-party,  unlimited,  $60  per  annum. 
One-party,  automatic  guarantee,  17c.  per  day.  Four-party  automatic  guar- 
antee, 10c.  per  day.  40%  commission  on  cash  city  messages  in  excess  of  the 
guarantee  is  allowed  on  accepted  Pay  Station  contracts. 

Residence. —  One-party,  unlimited.  $48.  One-party,  800  messages,  $36;  ad- 
vance and  overuse,  4c.  Two-party,  unlimited,  $36.  Four-party  unlimited, 
$30.  Four-party,  600  messages,  $24;  advance  and  overuse,  4c.  Automatic 
guarantee,  5c.  per  day  on  four-party  line.     (Suspended.) 

Private  Lines. —  $20  per  station  per  annum  for  private  line  telephones  in 
BuiTalo  where  the  Telephone  Company  maintains  the  same;  the  telephones 
have  no  connection  with  the  Company's  central  office. 

Standard  Railiray. — $3.50  per  station  per  annum,  where  the  Railway  Com- 
pany maintains  the  same.  $10  per  station  per  annum,  where  the  Telephone 
Company  maintains  the  same. 

Mileage. — "  Station  Circuit,"  $7.50  per  quarter  mile  or  fraction  thereof. 
"  Trunking  Circuit,  "  $10  per  quarter  mile  or  fraction  thereof. 

Buffalo  Suburban. 

Roland.  Seneca  Exteusiion,  (»ardenville,  Ebenezer,  Blasdell  and  Woodlawn: 
Business,  four-party  selective,  800  messages,  $40  per  annum.  Residence,  four- 
party  selective.  600  messages,  $30  per  annum. 

Sloan:  Business  and  Residence,  four-party,  selective,  800  messages,  $40  per 
annum. 

Sub?cril)ers  on  tlie  hake  Shore:  Mileage,  $50  per  mile  per  annum  from  the 
BuiTalo  City  Line,  and  $48  for  one  year  for  unlimited  service  on  nearest 
Buffalo  Exchange.  A  contract  for  six  months  to  be  made  at  the  rate  of  $15 
per  mile,  $24  for  unlimited  service,  and  an  installation  charge  of  $6. 

Business  or  RcJ'idenoe,  extension  desk,  second  point,  without  bell,  $1  per 
month;  with  bell.  $1.25  per  month.  Outside  of  building,  with  bell.  $1.26  per 
month,  with   mileage. 

Extension  bells,  25c.  per  month. 

Moore  gongs,  $5  per  annum.  Switch,  $3  per  annum.  3  jackswitch  and  bell, 
$6  per  annum. 
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Private  Branch  Exchanges. 

P.  B.  X.  No.  2,  or  Intercommunicating  System,  Buffalo  —  Busines<^, 

6,000   messages    $150  00 

Ringing  circuit,  switchboard,  operator's  set  and  two  trunklines 36  00 

Three  instruments  at  $12  each  36  00 

$222  00 

3,500   messages    $130  00 

Ringing  circuit,  switchboard,  operator's  set  and  two  trunk  lines 36  00 

Ihree  instruments  at  $12  each 36  00 


$202  00 


The  following  is  applicable  to  both  of  the  above  P.  B.  X.  rates:  Each 
additional  5,000  messages  entitles  the  subscriber  to  one  extra  Trunk  D.  H., 
or  extra  Trunk  Line  may  be  purchased  at  $36  per  annum  each.  Additional 
stations  $12  each  per  annum.     Excess  messages,  3c.  each. 

When  the  subscriber  selects  the  "  Intercommunicating  "  form  of  equipment 
the  number  of  stations  is  limited  to  ten  except  on  special  authorization.  Ko 
outside  stations  allowed  on  this  form  of  service. 

When  the  subscriber  selects  the  P.  B.  X.   form  of  equipment  all   stations 
over  twenty,  $6  each  if  located  in  same  building.     Mileage  charge  is  $10  per 
quarter  mile  or  fraction  thereof. 
P.  B.  X.  No.  2,  or  Intercommunicating  System,  Buffalo  —  Business 

Unlimited   Outward  Trunk    $144  00 

Inward  Trunk    24  00 

Any  outgoing  messages  over  this  Trunk  to  be  charged  for 
at  the  rate  of  5c  each. 

Switchboard 24  00 

Stations,  $12  per  annum  eacli.    Mileage  at  the  rate  of  $10 
per  annum  per  quarter  mile  or  fraction  thereof. 


$192  00 


When  the  subscriber  selects  tlje  "  Intercommunicating  "  form  of  equipment 
the  number  of  stations  is  limited  to  ten  except  on  special  authorization.  No 
outside  stations  allowed  on  this  form  of  service. 

When  the  subscriber  selects  the  "  P.  B.  X. "  form  of  equipment  all  stations 
over  twenty,  $6  each  if  located  in  same  building.  Mileage  charge  is  $10  per 
quarter  mile  or  fraction  thereof. 

P.  B.  X.  No.  2,  or  Intercommunicating  System,  Buffalo  —  Residence  Un- 
limited Service,  Trunk  Lines,  $48  per  annum,  or  Measured  Service,  Trunk 
Lines,  800  messages  per  annum,  $36.  Each  of  the  above  includes  a  master 
^et  of  instruments.  Three  stations  at  $15  each.  Additional  stations,  $15 
each.  Maximum  numl)er  of  stations  limited  to  ten  except  by  special  nuthor- 
i/ation  in  each  case.  No  sets  allowed  outside  of  building  except  by  special 
authorization  in  each  case. 
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Mileage, 

$10  per  quarter  mile  or  fraction  thereof.     No  charge  less  than  $10.00. 

Physicians,  dentists  and  nurses  are  entitled  to  a  residence  rate  when  the 
station  is  located  in  a  strictly  residence  building,  and  business  rate  when 
located  in  a  strictly  business  building.  This  character  of  the  listing  in  the 
'directory  has  no  influence  upon  the  rate  charged. 

$6  per  annum  for  extension  wall  sets  for  residence  use,  and  $1.20  per 
annum  for  a  switch  for  cutting  off  an  extension  bell  of  extension  station. 

Auxiliary  Receiver, —  An  additional  receiver  known  as  an  "  Auxiliary 
Receiver  "  will  be  furnished  at  an  annual  rental  of  $1.20. 


Q.  Does  that  sheet  show  the  rates  that  are  in  force  at  the  present 
time,  or  that  were  in  force  October  1st?    A.  At  the  present  time. 

Q.  Has  there  been  any  change  since  October  1st  in  the  rates? 
A.  1  notice  one  change.  I  don't  know.  There  may  have  been 
more. 

Q.  What  one  do  you  notice?  A.  Well,  I  can't  say  positively 
whether  that  was  made  before  or  after  the  merger  —  the  consoli- 
dation. 

Q.  What  rate  do  you  refer  to  ?  A.  The  two-party  unlimited  rate. 

Q.  The  two-party  unlimited  rate  ?  A.  It  was  made  either  shortly 
before  or  shortly  after  the  1st  of  October. 

Q.  Two-party  unlimited  $36  ?  A.  No,  it  is  the  other  —  the 
business. 

Q.  Oh,  in  the  business;  two-party  unlimited  $60  per  annum? 
A.  Yes. 

Q.  What  was  the  rate  prior  to  this  last  change  ?    A.  There  was 
no  such  rate. 
■  Q.  There  was  no  such  rate  quoted  ?    A.  No. 

Q.  That  is,  there  was  no  such  service  rendered  ?  A.  No  such 
service  given. 

Q.  In  some  place  in  Exhibit  10  I  noticed,  for  instance,  in  the 
heading,  the  residences  only  to  be  unlimited  $48.  Wherever  the 
price  given  isn't  followed  by  the  words  "  per  annum  "  or  the  word 
"  yearly  "  that  will  be  understood  ?  A.  Understood  that  that  is 
per  annum. 

Q.  That  is  the  meaning  of  it  ?    A.  Yes. 

Q.  One-party  unlimited  $48  means  $48  per  year?  A.  Foui 
dollars  a  month. 
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Q.  And  how  are  the  bills  payable,  monthly  or  quarterly?  A. 
Monthly. 

Q.  In  advance  ?    A.  In  advance. 

Mr.  Page  :  Will  you  mark  this  for  identification  ? 

(Paper  marked  Exhibit  No.  11  for  identification.) 

Q.  I  show  you  Exhibit  No.  11  for  identification.  Will  you 
state  what  that  is  ?  A.  It  is  a  copy  of  the  agreement  adopted  by 
the  board  of  directors  of  the  Bell  Telephone  Company  on  the  20th 
of  September  in  reference  to  the  sale  of  the  property  of  the  Bell 
Telephone  Company  to  the  New  York  Telephone  Company. 

Q.  Just  glance  it  through,  if  you  will,  and  tell  me  if  it  is  a 
correct  copy  ?    A.  I  believe  the  copy  is  correct. 

Q.  And  it  was  executed  on  or  about  the  day  on  which  it  bears 
date?    A.  Yes. 

Q.  September  20,  1909  ?    A.  Yes. 

Q.  By  Henry  M.  Watson,  trustee,  on  behalf  of  the  Bell  Tele- 
phone Company  of  Buffalo,  and  by  yourself  as  secretary  ?    A.  Yes. 

Q.  And  it  was  also  executed  by  Mr.  U.  N.  Bethell,  vice-presi- 
dent of  the  New  York  Telephone  Company,  and  John  H.  Cahill, 
secretary  ?    A.  Yes. 

Q.  This  copy  bears  the  seal  of  the  Bell  Telephone  Company  of 
Buffalo,  but  does  not  bear  the  seal  of  the  New  York  Telephone 
Company  ?    A.  The  original  does. 

Q.  The  original  bears  the  seal  of  each  company  ?  A.  Both  seals. 
I  neglected  to  put  it  on.    We  couldn't  put  it  on. 

Q.  Was  the  agreement  executed  in  duplicate  ?    A.  Yes. 

Q.  And  delivered  by  each  company  to  the  other?  A.  To  the 
other,  yes. 

Q.  So  that  the  agreement  was  effective  ?    A.  Yes. 

Q.  And  has  it  been  carried  out  in  all  its  terms  and  provisions? 
A.  Yes. 

Mr.  Page:  I  offer  Exhibit  No.  11  for  identification  in  evi- 
dence. 

Chairman  Davis  :   The  stenographer  will  mark  it. 

(Paper  received  in  evidence  and  marked  Exhibit  No.  11.) 

EXHIBIT  No.  II. 

This  agbeement  made  this  20th  day  of  September,  1909,  between  The  Bell 
Telepiiome  Company  of  Buffalo,  a  corporation  organized  and  existing  under 
the  laws  of  the  State  of  New  York,  party  of  the  first  part  (hereinafter 
referred  to  as  the  Buffalo  Company),  and  New  York  Telephone  Compaxy, 
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also  a  corporation  organized  and  existing  under  the  laws  of  said  State,  party 
of  the  second  part  (hereinafter  referred  to  as  the  New  York  Company), 

W  I  T  N  E  S  S  E  T  H  : 

Whebeas,  the  Buffalo  Company  is  the  owner  of  and  is  engaged  in  operating 
telephone  and  telegraph  lines  in  the  State  of  New  York  and  desires  to  sell 
and  convey  its  property,  rights,  privileges  and  franchises  to  the  New  York 
Company,  and  said  New  York  Company  desires  to  purchase  and  acquire  the 
same  in  the  manner  authorized  by  law; 

Now,  THEREFORE,  it  is  hereby  mutually  agreed  by  and  between  the  parties 
to  this  agreement  as  follows: 

First:  The  Buffalo  Company  agrees  to  sell  and  convey  and  by  these 
presents  does  sell  and  convey  unto  the  New  York  Company,  for  the  price  and 
upon  the  terms  hereinafter  specified,  all  of  its  telephone  and  telegraph  lines, 
including  pole.<!,  wires,  ^  cables,  conduits,  cross-arms,  connections  and  other 
fixtures  and  appurtenances,  switchboards,  batteries,  instruments,  equipment, 
supplies  and  oflice  furniture;  all  of  its  real  estate,  leases,  stocks  of  other  com- 
panies, bonds  and  other  securities,  moneys,  bills  receivable,  credits,  judgments, 
book  and  other  accounts,  letters  patent,  patent  rights,  grants,  consents,  per- 
missions, licenses,  contracts  and  interest  or  interests  in  the  lines  and  property 
of  other  companies,  and  the  good  will  of  its  business  wherever  transacted  or 
operated;  and  all  and  singular  the  property',  rights,  privileges  and  franchises 
of  every  nature  whatsoever  of  the  Buffalo  Company,  wheresoever  situated, 
except  its  franchise  to  be  a  corporation;  to  have  and  to  hold  the  same  unto 
the  said  New  York  Company,  its  successors  and  as!=igns  forever,  according  to 
the  full  estate  and  interest  of  the  Buffalo  Company  therein. 

Second:  The  New  York  Company  agrees  to  make  and  the  Buffalo  Com- 
pany agrees  to  receive  payment  for  the  above-mentioned  estate,  property, 
rights,  privileges  and  franchises  so  sold  and  conveyed  to  and  acquired  by  the 
New  York  Company  as  aforesaid,  in  the  following  manner: 

The  New  York  Company  shall  pay  to  the  stockholders  of  the  Buffalo  Com- 
pany the  sum  of  ninety-three  dollars  and  fifty  cents  ($93.50)  for  each  share 
of  stock  of  the  Buffalo  Company  held  by  its  said  stockholders  respectively, 
upon  the  surrender  to  the  New  York  Company  on  or  prior  to  the  15th  day  of 
October,  1909,  of  the  certificate  of  stock  of  the  Buffalo  Company  held  by  said 
stockholders;  for  each  share  of  stock  of  the  Buffalo  Company  the  certificate 
representing  which  shall  be  surrendered  to  the  New  York  Company  after  said 
date  and  on  or  prior  to  the  31st  day  of  December,  1»09.  the  New  York  Com- 
pany shall  pay  the  sum  of  ninety-three  dollars  and  fifty  cents  ($93.50), 
together  with  interest  at  the  rate  of  5  per  cent,  per  annum  thereon  from  the 
1st  day  of  October,  1909.  until  the  date  of  said  surrender;  and  for  each 
share  of  stock  of  the  Buffalo  Company  the  certificate  repre-^nting  which  shall 
be  surrendered  to  the  New  York  Company  after  the  31st  day  of  December,  1909, 
the  New  York  Company  shall  pay  the  sum  of  ninety-three  dollars  and  fifty 
cents  ($93.50),  together  with  interest  thereon  at  the  rate  of  5  per  cent,  per 
annum  from  the  1st  day  of  ()ctol)er,  1909,  to  the  31st  day  of  Deceml)er,  1909.  In 
no  event  shall  the  New  York  Company  be  obligated  or  re<iuired  to  pay  any 
interest  upon  or  for  any  share  of  stock  of  the  Buffalo  Company  the  certificate 
representing  which  shall  1h?  surrendered  to  the  New  York  Company  subse- 
quent to  said  31  st  day  of  Deceml)er,  1909.  except  as  above  provided. 
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All  shares  of  stock  of  the  Buffalo  Company  after  surrender  as  aforesaid 
shall  belong  to  and  shall  be  duly  transferred  to  the  New  York  Company. 

Third:  The  expenses  incurred  in  and  about  the  effecting  of  said  sale  and 
conveyance  shall  be  borne  and  defrayed  by  the  New  York  Company,  and  all 
debts^  contracts  and  liabilities  heretofore  incurred  by  or  which  are  at  the 
present  time  justly  binding  upon  or  chargeable  against  the  Buffalo  Company 
are  to  be  assumed,  dischargetl  and  performed  by  the  New  York  Company, 
and  the  New  York  Company  shall  and  will  fully  indemnify  and  save  harm- 
less the  Buffalo  Company,  its  directors,  officers  and  stockholders,  and  its  and 
their  successors,  heirs,  executors,  administrators  and  assigns,  of  and  from  all 
liability,  damages,  costs,  charges  and  expenses  by  reason  thereof. 

The  said  sale  and  conveyance  are  made  subject  to  all  valid  and  existing 
liens  and  encumbrances  upon  or  against  the  estate,  property,  rights,  privileges 
and  franchises  of  the  Buffalo  Company. 

Fourth:  Schedules  of  the  property,  rights,  privileges  and  franchises  hereby 
purchased,  sold  and  conveyed,  or  intended  so  to  be,  shall  be  delivered  to  the 
New  York  Company  as  soon  as  the  same  can  be  prepared,  but  no  omission,  b> 
error  or  otherwise,  to  designate  or  descrilie  any  of  said  property,  rights,  privi- 
leges or  franchises  in  such  schedules  shall  in  any  way  limit  or  prejudice  the 
sale,  conveyance  and  right  thereto  hereinbefore  set  forth;  and  the  Buffalo 
Company  hereby  covenants  and  agrees  that  upon  the  re<]uest  and  at  the 
expense  of  the  New  York  Company,  its  successors  or  assigns,  it  will  make, 
execute,  acknowledge  and  deliver  to  said  New  York  Company,  its  successors 
or  assigns,  any  and  all  additional  instruments  in  writing,  under  seal  or  other- 
wise, which  the  said  New  York  Company,  its  successors  or  assigns  or  its  or 
their  counsel  may  deem  necessary,  convenient  or  proper,  for  the  transfer  of 
or  for  assuring  to  the  New  York  Company,  its  succps-ors  and  assigns,  all  the 
property,  rights,  privileges  and  franchises  hereby  sohi  and  conveyed,  or  in- 
tended 80  to  be. 

Fifth:  Possession  of  the  property,  rights,  privileges  and  franchises  hereby 
sold  and  conveved  shall  be  forthwith  delivered  and  transferred  to  the  New 
York  Company;  and  from  and  after  the  date  hereof  all  earnings  and  expenses 
of  the  Buffalo  Company  shall  be  deemed  to  be  for  and  on  account  of  the 
New  York  Company. 

In  witness  wherkof,  each  of  the  parties  hereto  has  caused  these  presents 
to  be  subscribed  in  its  name  and  on  its  behalf  by  its  President,  and  its  cor- 
porate seal  to  be  hereto  affixed  and  attested  by  its  Secretary,  on  the  day  and 
Year  first  above  written. 

THE  BELL  TELEPHONE  (  OMPANY  OF  BUFFALO, 

By  Hknry  M.  Watson. 
Attest :  Prrsiden  t. 

Joseph  S.  Baecheb, 

Secretary. 

NEW  YORK  TELEPHONE  COMPANY, 

By  U.  N.  Bkthkll, 
Attest:  Vice-President, 

John  H.  Cahill, 

Secretary, 
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State  of  New  Yobk," 


ss 
County  of  Erie.     ^ 

On  the  day  of  ,  in  the  year  1909,  before  me 

personally  came  ,   to  me  known,  who,  being  duly  sworn, 

did  depose  and  say  that  he  resided  in  ;   that  he  is 

of  the  Bell  Telephone  Company  of  Buffalo, 
the  corporation  described  in  and  which  executed  the  above  instrument;  that 
lie  knew  the  seal  of  said  corporation;  that  the  seal  affixed  to  said  instrument 
was  such  corporate  seal;  that  it  was  so  affixed  by  order  of  the  Board  of 
Directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by  like 
order. 


State  of  New  Yobk, 
County  of  New  York. 


K.C 


On  the  day  of  ,  in  the  year  1909,  before  me 

personally   came  ,   to   me   known,   who,    being  duly   sworn, 

did  depose  and  say  that  he  resided  in  ;   that  he  is 

the  of  New  York  Telephone  Company,  the 

corporation  described  in  and  which  executed  the  above  instrument;  that  he 
knew  the  seal  of  said  corporation;  that  the  seal  affixed  to  said  instrument 
was  such  corporate  seal;  that  it  was  so  affixed  by  order  of  the  Board  of  Direc- 
tors of  said  corporation,  and  that  he  signed  his  name  thereto  by  like  order. 

(Endorsement  on  back.) 


(Copy.) 

THE    BELL    TELEPHONE    COMPANY 
OF    BUFFALO 

and 
NEW  YORK  TELEPHONE  COMPANY. 


AGREEMENT   FOR   SALE   OF 
LINES,  ETC. 

Dated  September  20,   1909. 


Q.  Mr.  Baecher,  you  are  the  treasurer  of  the  company  —  the 
Bell  Telephone  Company  of  Buffalo  —  and  as  such  treasurer  you 
have  had  charge  of  the  funds  of  the  Bell  Telephone  Company  of 
Buffalo  since  1902  ?    A.  Yes. 
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Q.  During  that  time  did  you  have  charge  of  the  negotiating  of 
loans  for  that  company?  A.  Well,  that  was  generally  done  by  the 
president. 

Q.  You  knew  of  the  negotiating  of  loans  ?    A.  Yes. 

Q.  Were  moneys  borrowed  from  time  to  time  and  notes  of  the 
company  given  ?    A.  Yes. 

Q.  And  the  moneys  so  borrowed  were  used  in  extensions  and 
betterments  of  the  plant  ?    A.  Yes. 

Q.  Were  those  loans  usually  made  of  banks  ?    A.  Yes. 

Q.  Were  any  of  them  ever  made  of  stockholders  ?    A.  Never. 

Q.  You  never  borrowed  any  money  from  any  stockholders  of 
the  company  ?    A.  Xo. 

Q.  At  no  time?    A.  At  no  time. 

Q.  Did  you  ever  issue  stock?  A.  Unless  you  consider  the 
American  Telephone  and  Telegraph  Company  a  stockholder;  we 
borrowed  from  them. 

Q.  Did  the  American  Tele])hone  and  Telegraph  Company  hold 
stock  ?    A.  Yes,  they  were  the  largest  stockholders. 

Q.  Then  it  would  be  perfectly  proper  to  say  that  they  were  a 
stockholder  of  the  Bell  of  Buffalo?    A.  Yes. 

Q.  And  you  did  sometimes  borrow  of  the  stockholders?  .  A. 
Only  of  them. 

Q.  Of  them  ?    A.  Yes. 

Q.  But  of  no  other  stockholders  ?    A.  Xo. 

Q.  When  you  borrowed  of  that  company  you  issued  notes  to 
them  for  the  amount  borrowed  ?    A.  Yes. 

Q.  Did  they  ever  charge  you  a  discount  on  any  of  those  loans? 
A.  They  read  with  interest. 

Q.  They  read  with  interest  ?    A.  With  interest,  yes. 

Q.  And  you  received  from  the  company  each  time  the  full  face 
of  the  note  ?    A.  The  full  face  of  the  note,  yes. 

Q.  And  did  you  afterwards,  as  part  of  the  transaction,  ever  ])ay 
to  that  company  a  discount?    A.  Only  the  interest. 

Q.  Nothing  except  the  legal  rate  of  interc^st?  A.  Nothing  be- 
yond the  legal  rate  of  interest. 

Q.  Upon  the  money  borrowed  ?    A.  Yes. 

Q.  What  form  did  those  notes  usuallv  take?     A.  Usuallv  an 
ordinary  promissory  note,  payable  on  demand. 
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Q.  On  demand  ?    A.  Yes. 

Q.  And  those  notes,  as  a  rule,  wore  afterwards  taken  up  by  an 
issue  of  stock  on  the  Bell  of  BufiFalo  to  the  holder  of  the  note? 
A.  Generally.    That  was  generally  the  way  they  were  paid. 

Q.  That  wasn't  always  done?  A.  Well,  sometimes;  it  was 
nearly  always  done. 

Q.  Practically  always  the  notes  were  taken  up  in  that  way  ? 
A.  Bv  the  issue  of  stock. 

Q.  I  have  a  memorandum  here,  I  don't  know  whether  it  is  in 
your  handwriting  or  what.  Can  you  state  the  time  or  times  of 
the  difiFerent  stock  issues  of  the  Bell  of  Buflfalo,  and  if  you  can, 
will  vou  ?  A.  I  cannot  from  memory,  but  I  looked  over  the  stock 
books  and  made  an  extract. 

Q.  You  made  a  memorandum  from  the  stoi'k  books  from  which 
vou  can  state  ?    A.  Can  state,  ves,  sir. 

Q.  Will  you  so  state  ?    A.  By  year  ?    This  year's  ? 

Q.  Yes,  giying  the  number  of  shares  if  it  is  more  convenient 
for  you,  rather  than  the  par  value.  The  par  value  of  each  share 
is  $100,  is  it  not  ?  A.  $100.  In  1879,  3,000  shares ;  1883,  3,000 ; 
1888,  4,000;  1801),  10,000;  1902,  10,000;  1901,  15,293;  1902, 
4,707;  1903,  4,401;  1904,  599;  1905,  5,500;  1900,  12,100;  1907, 
8,627;  1909,  7  shares;  total,  81,234. 

Q.  Mr.  Baecher,  going  back  to  the  contract  with  the  American 
Bell  Telephone  Company  in  regard  to  the  license,  the  contract  for 
which  the  $200,000  of  capital  stock  was  issued,  do  you  know 
whether  or  not  that  contract  provided  for  the  payment  of  any  part 
of  the  gross  or  of  the  net  income  of  the  Bell  Company  of  Buffalo 
to  the  American  Telephone  and  Telegraph  Company  as  successor 
to  the  American  Bell  ?  A.  T  don't  really  know  what  that  contract 
contains;  it  was  long  Ix^fore  my  time,  and  if  it  did  we  wouldn't  be 
working  under  it  at  the  present  time. 

Q.  Were  all  ])ayments  made  l)y  you  that  were  made  from  the 
office  of  the  Bell  Tel(»])hone  Company  of  Buffalo  i    A.  Yes. 

Q.  As  treasurer  you  signed  all  checks  and  jjaid  out  all  moneys  i 
A.  Yes. 

Q.  Did  you  as  treasurer,  at  any  time,  ]>ay  to  the  American 
Telephone  and  Telegra])h  (\)mpany  any  sums  as  royalties  for  the 
use  of  their  patents  as  licensee?    A.  Xot  in  my  time;  no  royalty. 
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We  paid  them  a  rental  for  the  telephones  that  we  use  that  they 
loaned  us. 

Q.  Did  you  rent  of  the  American  Telephone  and  Telegraph 
Company  all  of  the  telephones  that  you  used  i    A.  Yes. 

Q.  What  was  the  basis  of  determining  that  rental  ?  A.  We  paid 
them  —  it  was  based  on  the  gross  receipts. 

Q.  Based  on  the  gross  receipts  ?    A.  Yes. 

Q.  And  had  nothing  to  do  with  the  numl)er  of  telephones  ?  A. 
Xo,  it  was  based  on  the  gross  receipts  from  the  telephones  used. 

Q.  So  the  telephone  that  earned  you  $12  a  year  didn't  pay  so 
great  a  rental  for  that  instrument  as  the  telephone  that  paid  you 
$48  a  year  ?    A.  No ;  it  was  based  on  the  receipts. 

Q.  And  what  percentage  of  those  gross  receipts  were  paid  as 
telephone  rentals  ?    A.  Four  and  one-half  per  cent. 

Q.  And  the  instruments  that  are  in  use  throughout  your  terri- 
tory are  the  property —  A.  Of  fhe  American  Bell  Telephone 
Company. 

Q.  Well,  of  the  American  Telephone  and  Telegraph  Company  ? 
A.  American  Bell  Tele])hone  Company,  as  T  understand  it. 

Q.  The  American  Bell  Telephone  Company  ?    A.  Yes. 

Q.  That  is  another  company.  Let's  follow  that  trail  out. 
Where  does  that  come  into  the  picture?  A.  I  don't  know  this, 
but  I  believe  the  stock  is  owned  by  the  American  TelejAone  and 
Telegraph  Company,  which  is  a  company  within  a  company.  T 
don't  testify  to  that,  understand. 

Q.  No;  but  you  understand  that  at  some  time  the  American 
Telephone  and  Telegraph  Company  was  organized  and  it  acquired 
all  of  the  capital  stock  of  the  American  Bell  Telephone  Company  ? 
A.  That  is  my  understanding. 

Q.  And  is  it  your  understanding  that  the  American  Bell  Tele- 
phone Company  owns  all  of  the  Bell  telephones  iu  the  country, 
and  owns  all  of  the  patents  which  you  are  licensed  to  operate 
under,  and  the  American  Telephone  and  Telegraph  Company  owns 
the  long-distance  lines  ?    A.  I  don't  knoAv  that  for  a  fact. 

Q.  Is  that  your  understanding  ? 

Mr.  Norton:   I  don't  think  you  ought  to  ask  that  question. 

Mr.  Page:  People  oftentimes  have  a  general  understanding  of 
facts  that  they  don't  positively  know.  We  sometimes  know  a  great 
many  things  that  perhaj)s  are  not  so. 
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Q.  I  would  like  to  know  what  your  understanding  is  in  regard 
to  that  ?    A.  That  may  be  so. 

Q.  You  wouldn't  want  to  say  that  it  was  not  so,  would  you? 
A.  No. 

Q.  And  on  your  settlement  for  long-distance  business  you  make 
your  settlement  with  the  American  Telephone  and  Telegraph 
Company?    A.  Telephone  and  Telegraph  Company. 

Q.  But  when  you  settle  for  the  use  of  your  telephones  you  draw 
that  check  to  the  order  of  the  American  Bell  Telephone  Company  ? 
A.  Yes. 

Q.  And  how  often  do  you  make  those  settlements  ?    A.  Monthly. 

Q.  Every  month  you  calculate  4l/o  per  cent,  on  your  gross  re- 
ceipts?    A.  Yes. 

Q.  And  send  it  to  the  American  Bell  Telephone  Company? 
A.  Yes.  That  4i/>  ]>er  cent,  includes  our  expenses  for  maintaining 
those  telephones ;  that  is,  all  breakage ;  we  pay  nothing ;  they  keep 
us  supplied. 

Q.  They  keep  the  telephones  in  order  ?    A.  In  order. 

Q.  Do  you  have  to  pay  anything  out  for  repairs  ?  A.  We  don't. 
We  ship  the  poor  instruments  back  and  we  get  back  good  ones. 

Q.  They  keej)  you  sup])lie(l  with  a  stock  of  good  instruments? 
A.  Yes. 

Q.  And  vou  send  to  them  instruments  which  are  bi'oken  or 
out  of  repair  as  rapidly  as  they  are  broken  or  out  of  repair? 
A.  Yes. 

Q.  In  figuring  the  percentage  on  gross  receipts,  do  you  include 
as  part  of  your  gross  receipts  your  commission  upon  long-distance 
business  from  the  American  Telephone  and  Telegraph  lines?  A. 
Xow,  T  don't  make  up  that  statement,  but  it  is  my  understanding 
that  it  is  included. 

Q.  That  is  included?  A.  That  is  my  understanding,  but  I 
wouldn't  know  it  for  sure.     The  auditor  makes  that  statement. 

Q.  But  it  is  not  figured  in  the  gross  receipts  for  long-distance 
business  which  you  take  in  ?    A.  Oh,  no,  only  on  what  comes  to  us. 

Q.  Only  your  share?    A.  That  is  my  understanding. 

Q.  And  all  of  your  other  income  from  operation  is  taken  into 
consideration  in  figuring  that  4l/^>  per  cent.  ?    A.  Yes. 

Q.  T3o  you  figure,  also,  or  include  in  your  calculation,  any 
income  vou  have  from  investments?    A.  iN'o. 
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Q.  That  is,  if  you  had  stocks  or  bonds  that  were  paying  divi- 
dends or  interest  —    A.  That  is  outside. 

Q.  That  wouldn't  be  included  in  that  calculation  ?    A.  No. 
Mr.  Page  :  That  is  all. 

Charles  V.  D.  Boltwood,  recalled: 

Mr.  Page:  I  ask  to  have  this  rate  shoot  marked  for  identifi- 
cation. 

(Kate  sheet  marked  Exhibit  12  for  identification.) 

Bv  Mr.  Page: 

Q.  Mr.  Boltwood,  I  show  you  Exhibit  12  for  identification  and 
ask  you  to  state  to  the  Comraittoe  what  it  is?  A.  This  is  the  rate 
sheet  of  the  American  Telephone  and.  Telegraph  Company  for  the 
Buffalo  office. 

Q.  Can  you  with  the  aid  of  that  alone  tell  what  the  rate  is  from 
Buffalo  to  any  town  or  city  with  which  you  have  connection 
through  the  Bell  lines  or  over  the  Boll  lines?    A.  No,  sir. 

Mr.  Page  :   Will  you  mark  this  one,  please  ? 

The  Witness:   That  is  in  two  sections. 

(Second  section  marked  Exhibit  13  for  identification.) 
Mr.  Page  :   And  also  this  one. 

(Marked  Exhibit  14  for  identification.) 

Bv  Mr.  Page: 

•'  • 

Q.  I  show  vou  Exhibits  13  and  14  for  identification  and  ask 
you  what  they  are?  A.  (Exhibit  14  idon.)  is  the  tariff  and 
rate  book  of  the  American  Telo])hone  and  Telegraph  Company,  and 
Xo.  13  is  the  supplement  which  is  issued  monthly,  and  supple- 
ments aTiy  additional  information. 

Q.  Exhibit  14  is  the  general  yearly  rate  lK)ok  ?     A.  Yos,  sir. 

Q.  Such  as  is  issued  once  a  year  by  the  Anu»rican  Telephone 
and  Telegraph  Company?    A.  Yes,  sir. 

Q.  That  is  right?    A.  Right. 

Q.  When  was  that  book  issued?  A.  This  one  is  August  1, 
1909. 
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Q.  And  there  will  in  the  natural  course  of  events  be  another 
one  issued  August  1,  1910?    A.  Yes,  sir. 

Q.  To  take  the  place  of  that  ?    A.  Yes,  sir. 

Q.  What  becomes  of  the  old  Iwoks  so  far  as  you  know  when  a 
new  one  is  issued  ?    A.  Destroyed. 

Q.  Do  you  destroy  them  or  send  them  to  New  York?  A.  De- 
stroy them. 

Q.  Destroy  them  at  your  office  ?    A.  Yes,  sir. 

Q.  Exhibit  13  was  received  bv  vou  when?  A.  It  was  receivc-J 
at  the  office  on  or  about  the  last  day  of  September.  The  next  one 
will  be  about  the  last  day  of  this  month. 

Q.  So  you  get  those  aWit  every  two  months,  the  supplemental ' 
A.  No,  they  come  every  month. 

Q.  This  is  November;  you  received  that  the  last  of  September; 
vou  should  have  had  another  the  last  of  October,  shouldn't  you! 
A.  It  evidently  has  not  been  put  in  here;  I  just  noticed  it  now. 

Q.  You  have  that  out  at  vour  office  then  ?  A.  There  must  l"* 
one,  because  to  my  knowledge  they  are  issued  monthly. 

Q.  And  will  vou  obtain  that  and  furnish  it  to  the  Committet"' 
A.  Yes,  sir. 

Q.  Now,  is  it  i>ossible,  from  Exhibits  13  and  14,  either  shv£'f 
or  used  together,  to  tell  the  toll  rate  or  long-distance  rate  from 
Buffalo  to  any  point  ?  A.  Yes,  any  jwint  with  which  we  qnuK 
rates. 

Q.  Without  the  aid  of  Exhibit  12?    A.  No,  you  need  this. 

Q.  Without  the  aid  of  Exhibit  12  ?    A.  No. 

Q.  You  could  not  from  them  and  these  books  or  from  both  >* 
them  tell  what  the  rate  is  from  Buffalo  to  anv  other  town  or  cin ! 
A.  No,  sir. 

Q.  You  have  to  have  this  ?    A,  You  have  to  have  the  rate  shet* 

Q.  The  rate  sheet.  Exhibit  12?    A.  Yes. 

Q.  And  with  the  three  you  can  tell  the  long-distance  rate  fn^'s 
Buffalo  to  any  point  in  the  United  States?  A.  With  which  ^^ 
give  service. 

Q.  With  which  the  Bell  lines  are  connected  ?  A.  Not  connected 
with  which  they  give  service;  we  do  not  quote  a  rate  if  the  tran^ 
mission  is  uncommercial. 

Q.  And  can  you  also  determine  the  rate  to  jwints  in  Canatlil 
A.  Yes. 
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Q.  If  you  give  service  ?    A.  If  we  give  service  to  those  points. 

Q.  How  about  Mexico  ?    A.  There  is  no  service. 

Q.  Xo  service  from  BuiFalo  to  any  point  in  Mexico?  A.  Xo, 
sir. 

Q.  How  far  west  does  your  service  extend  ?  A.  We,  I  believe, 
can  give  a  commercial  service  from  here  to  Omaha  or  to  St  Louis, 
Kansas  City. 

Q.  And  how  far  east  ?    A.  To  Boston. 

Q.  And  north?  A.  Xorth  we  touch  up  through  Aloutreal  and 
various  points. 

Q.  Through  to  Quebec  ?    A.  And  Quebec,  Toronto. 

Q.  And  Tadousac  ?    A.  I  would  have  to  look  that  up. 

Q.  Just  see  if  you  can  give  the  rate  to  Tadousac?  A.  What 
province  is  it  in? 

Q.  In  the  province  of  Quebec  ?    A.  Xo. 

Q.  You  cannot  give  a  rate  to  there?    A.  Xo,  sir. 

Q.  How  about  Roberval  ?     A.  Xo. 

Q.  How  far  south  can  you  give  service,  to  Palm  Beach?  A. 
Xo,  sir. 

Q.  How  about  Jacksonville,  Florida  ?     A.  We  can. 

Q.  What  is  the  rate  to  Jacksonville  for  three  minutes  ?  A.  $7 
tbe  first  three  minutes,  and  $2.25  for  each  additional  minute. 

Q.  What  is  the  rate  from  Buffalo  to  Xew  Orleans?  A.  We 
quote  no  rate  there. 

Q.  What  is  the  rate  to  Chattanooga,  Tenessee  ?    A.  Yes,  we  do. 

Q.  What  is  the  rate  for  three  minutes?  A.  $4.50,  and  $1.50 
for  each  minute  additional. 

Q.  What  is  the  rate  to  Chicago?  A.  $3.25  for  the  first  three 
minutes ;  $1  for  each  minute  additional. 

Q.  W^hat  is  the  rate  to  Rochester,  Xew  York?  A.  Rochester, 
Xe  w  York  —  we  wonld  not  handle  that. 

Q.  You  conld  not  quote  a  rate  to  that  point  ?  A.  I  think  not ; 
no  rate  quoted. 

Q.  What  is  the  rate  to  Syracuse?  A.  Xinoty  cents  for  the  first 
three  minutes ;  thirty  cents  for  each  minute  additional. 

Q.  What  is  the  rate  to  Albany?  A.  $1.75  and  fifty  cents; 
$1.75  for  the  first  three  minutes  and  fifty  cents  for  each  addi- 
tional minute. 
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Q.  And  where  you  give  two  rates  like  that,  the  first  price  is  for 
three  minutes  and  the  second  is  for  the  additional  minutes?  A. 
Yes,  sir. 

Q.  Give  the  rate  to  Utica,  won't  you?  A.  Yes,  sir.  $1.25  fur 
the  first  three  ininutes,  forty  cents  for  each  additional  minute. 

Q.  To  what  place  ?    A.  To  Utica. 

Q.  Can  you  give  the  rate  to  Albany?  A.  Yes,  $1.75  and  iif j 
cents. 

Q.  Give  the  rates  to  Poughkeepsie,  New  York,  Elmira  acl 
Binghamton,  if  you  will  ?  A.  Poughkeepsie,  $2  for  the  first  thm 
minutes  and  sixty  cents  for  each  additional  minute.  New  Yorl 
$2.50  for  the  first  three  minutes;  eighty  cents  for  each  additionJ 
minute.  Elmira,  seventy-five  cents  for  the  first  three  minute-: 
tw^enty-five  cents  for  each  additional  minute.  Binghamton,  $1- 
for  the  first  three  minutes ;  forty  cents  for  each  additional  uiimii' 

Q.  Will  you  quote  the  rate  to  Brooklyn  ?  A.  That  woiiM  l- 
the  same  as  New  York. 

Q.  The  same  as  New  York?    A.  Yes,  sir. 

Q.  I  would  like  to  know  the  rate  to  Good  Ground  ?  A.  $-'^ 
for  the  first  three  minutes;  ninetv  cents  for  each  additi'-nal 
minute. 
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By  Judge  Southabd: 

Q.  Try  Riverhead,  Suffolk  county?    A.  That  is  the  same  ra* 

By  Mr.  Page  : 

Q.  The  same  rate  as  Good  Ground  ?     A.  Yes. 

Q.  What  is  the  rate  to  Osw^ego,  N.  Y.  ?     A.  Ninety  cent-  * 
the  first  three  minutes;  thirty  cents  for  each  minute  additional. 

Q.  What  is  the  rate  to  Watertown?    A.  $1.25  for  the  first  thn^ 
minutes  and  forty  cents  for  each  minute  additional. 

Q.  What  is  the  rate  to  Potsdam  ?    A.  I  have  just  happen*' 
notice  here  that  some  of  these  are  starred,  that  is  a  special  rate  s 
the  last  page. 

Q.  Are  any  of  those  that  you  have  given  star  rates?     A.  I  ^' 
look  and  tell  you.     Oswego,  seventy-five  and  twenty-five.     B\^ 
hamton,  ninety  and  thirty.     They  are  the  only  two  affect(^l  1'^ 
that ;  that  will  change  the  rate  of  those  two. 
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Q.  You  did  not  give  the  rate  to  Potsdam,  did  you?  A.  No; 
$1.50  for  the  first  three  minutes  and  fifty  cents  for  each  minute 
additional. 

Q.  What  is  the  rate  to  Big  Moose  ?  A.  The  rate  is  another  line 
charge  on  this.  The  rate  is  $1.50  for  the  first  three  minutes  and 
fifty  cents  for  each  additional  minute ;  and  then  there  is  another 
line  charge  of  twenty-five  cents  and  five  cents.  Twenty-five  and 
five  from  Old  Forge. 

Q.  What  is  that  other  line,  do  you  know  ?  A.  No,  it  must  be 
some  company  up  — 

Q.  Do  you  know  how  near  your  lines  go?  A.  I  could  not 
say;  no. 

Q.  Do  you  know  if  your  lines  run  along  the  Adirondack  Divi- 
sion of  the  New  York  Central,  sometimes  known  as  the  Webb 
Road,  running  from  Utica  to  Eemsen  and  Old  Forge  and  up  to 
Montreal  ?    A.  No,  I  could  not  tell  you  about  that  territory. 

Q.  Go  through  Malone  ?  A.  I  have  been  over  that.  We  touch 
into  that  territory  up  there,  but  just  where  the  line  runs  I  could 
not  say. 

Q.  What  is  the  rate  to  Malone,  by  the  way  ?  A.  $2  for  the  first 
three  minutes;  sixty  cents  for  each  minute  additional. 

Q.  Did  you  give  the  rate  to  Rouse's  Point  ?    A.  No,  I  did  not. 

By  Chairman  Davis: 

Q.  Show  me  how  you  do  that.  A.  Here  is  a  square  number; 
this  is  the  section  number;  this  is  the  ruling. 

Q.  What  is  the  "A"  ?    A.  The  "A"  is  the  class  of  office. 

Q.  That  means  first  class  ?  A.  It  is  given  over  here.  What  is 
this  block  ? 

Q.  467.  A.  Here  is  the  classification,  "  Class  A,"  showing 
metallic  circuit  station  having  through  rates. 

Q.  Follow  that  down?  A.  $2.25  the  first  three  minutes; 
seventy-five  cents  for  each  minute  additional. 

Q.  To  what  place  is  that  ?    A.  Rouse's  Point. 

Q.  What  is  the  rate  to  Saratoga?  A.  That  is  $4.75  for  the 
first  three  minutes  and  $1.50  for  each  minute  additional. 

Q.  How  do  you  reach  Rouse's  Point  from  Buffalo,  through  what 
station  is  the  connection  made;  just  follow  the  line  that  would  be 
used  in  communicating  with  Rouse's  Point  ?     A.  I  am  not  sure, 
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but  I  think  that  you  go  from  here  to  Syracuse  and  from  Syracnj* 
to  Watertown  and  out  that  direction. 

Q.  And  from  Watertown  you  would  go  northeast  followiiis 
practically  the  line  of  the  railroad  to  Norwood  or  that  vicinity : 
A.  Out  in  that  direction. 

Q.  And  then  you  would  go  east  across  the  State  along  the  line 
of  the  old  Rutland  Road,  or  in  that  general  direction  ?  A.  In  thai 
general  direction. 

Q.  Substantially  following  that  line  to  Rouse's  Point?  A.  1 
would  say  that  that  would  be  the  routing  because  we  have  two  or 
three  routings  to  each  place. 

Q.  What  other  routings  could  be  used  ?  A.  We  could  g" 
through  our  test  station  at  Lansingburg,  New  York. 

Q.  That  is  not  far  from  Troy?  A.  Yes;  and  switch  there 
through  from  there  to  Glens  Falls  and  Rouse's  Point. 

Q.  W^hat  would  be  your  routing  for  a  message  from  Buffalo  i" 
Saratoga  ?  A.  That  would  go  through  Lansingburg  and  to  Sar^ 
toga. 

Q.  Can  you  account  for  the  htgher  rate  to  Saratoga,  a  nearer 
point  ?    A.  No,  sir,  I  cannot. 

Q.  There  would  naturally  be  more  business  done  between  Biif 
f alo  and  Saratoga  than  there  would  be  between  Buffalo  and  Roik^  • 
Point,  would  there  not?    A.  Yes,  there  would  h^. 

Q.  It  would  seem,  then,  that  on  account  of  the  larger  volmuf 
of  business  and  on  account  of  the  shorter  distance  to  Saratofj 
that  the  Saratoga  rate  should  be  less  than  the  Rouse's  Point  ratt. 
wouldn't  it?  A.  I  doubt  if  it  is  less  if  they  go  up  through  il 
vallev  there. 

Q.  You  don't  need  to  doub't,  you  know  if  your  rate  book  is  trr« 
that  it  is  less?  A.  There  is  a  telephone  book  here  that  we  C'^rfl 
get  the  correct  routing  from. 

Q.  I  don't  know  but  what  Rouse's  Point  is  farther  away  tb-i 
Saratoga.  You  don't  doubt  that  at  all,  do  you?  A.  I  wonW  ^^ 
the  line  runs,  yes;  if  there  was  a  line  running  from  here,  rigt^ 
from  here  to  Rouse's  Point,  it  would  be  a  shorter  distance  thiQ 
it  would  from  here  to  Saratoga. 

Q.  That  is,  you  think  in  a  straight  line  Rouse's  Point  is  neam 
to  Buffalo  than  Saratoga  ?     A.  That  is  my  impression,  yes. 
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Q.  That  is,  measuring  a  straight  line  from  here  to  each  place  ? 
A.  Yes. 

Q.  That  the  line  running  to  Rouse's  Point  will  be  shorter? 
A.  Yes,  sir. 

Q.  And  do  you  think  that  explains  the  difference  in  the  two 
rates  ?  A.  That  is  the  only  thing  I  can  see.  I  have  not  any  idea 
of  how  they  arrive  at  the  rates  which  they  quote  here. 

Q.  You  would  not  think  that  the  difference  in  distance  to  the 
two  points  would  vary  in  the  same  proportion  as  the  difference  in 
rates  to  the  two  points,  in  the  rate  according  to  your  book,  would 
vou?    A.  What  is  the  difference? 

Q.  Just  look  and  see  what  the  difference  is?  A.  Rouse's  Point, 
I  will  look  that  up  again  and  make  sure  that  we  strike  the  same 
rat€. 

Chairman  Davis:    It  was  467. 

A.   (Continuing)  $2.25.    What  was  that  Saratoga  rate? 

Chairman  Davis:    $4.75. 

Mr.  Pack  :    What  is  the  Rouses'  Point  rate  ? 

Chairman  Davis:  $2.25  alid  seventy-five  cents;  you  gave  it 
wrong. 

The  Witness:  I  must  have  had  another  Saratoga.  The  rate 
here  is  $1.75  and  fifty  cents. 

Q.  That  was  not  right  that  you  stated  before?  A,  No,  it 
seems  not;  there  must  have  been  another  Saratoga  in  another 
State. 

Q.  So  that  the  rate  of  467  which  you  gave  before  is  wrong? 
A.  It  is  incorrect;  the  rate  is  $1.75  and  fifty  cents. 

Q.  What  is  the  rate  to  Burlington,  Iowa?  A.  $4.50  for  tha 
first  three  minutes ;'  $1.50  for  each  additional  minute. 

Q.  What  is  the  rate  to  Omaha?  A.  $6.25  for  the  first  three 
minutes ;  $2  for  each  additional  minute. 

Q.  AVhat  is  the  rate  to  Peekskill,  N.  Y.  ?  A.  $2.25  for  the  fir«t 
three  minutes;  seventv-five  cents  for  each  additional  minute. 

Q.  What  is  the  rate  to  Cold  Spring,  N.  Y.,  in  Putnam  county  ? 
A.  $2.25  for  the  first  three  minutes  and  seventy-five  cents  for 
each  additional  minute. 

Q.  In  the  operation  of  the  long  distance,  the  switching  station 
at  South  Buffalo,  when  a  call  is  made  that  is  to  be  charged  for, 
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you  of  coui'se  know  there,  or  the  operator  knows,  who  the  party  is, 
and  if  they  are  a  subscriber  to  the  Bell  Telephone  Company  at 
Buffalo;  that  is,  you  do  not  allow  people  to  go  into  public  tele- 
phone stations  and  have  their  messages  charged?  A.  No,  not  in 
a  public  station. 

Q.  Only  from  subscribers'  telephones  ?    A.  That  is  all. 

Q.  And  in  that  case  the  charge  for  the  message  is  charged  up 
against  that  subscriber?    A.  Yes. 

Q.  When  is  that  charged  up  with  reference  to  the  time  the  con- 
versation is  had?  A.  I  do  not  just  catch  your  point;  when  it  is 
charged  with  reference  to  what? 

Q.  With  reference  to  the  time  of  the  message.  A.  Oh,  from 
the  time  that  the  party  — 

Q.  That  is,  how  long  before  the  charge  of  that  message  is 
entered  upon  the  day  book  or  ledger,  or  whatever  record  you  keep, 
is  that  charge  made  against  the  subscriber  ?  A.  The  girl  generally 
is  about  three  days  behind  on  her  ticket  records. 

Q.  The  ticket  is  made  out  by  the  operator  at  the  switchboard  ? 
A.  At  the  switchboard. 

Q.  And  what  does  that  ticket  show  ?  A.  It  shows  the  number, 
the  calling  party,  his  name  if  he  desires  to  give  it,  the  party  with 
whom  he  wants  to  speak,  the  number  of  the  party  that  he  is  calling 
if  he  can  give  the  number,  or  the  address,  or  the  firm  or  the  name 
of  the  party  with  whom  he  wishes  to  converse. 

Q.  Does  it  also  show  the  location  geographically  of  the  party 
called?  A.  It  shows  the  place  where  he  can  be  located  as  it  is 
recorded. 

Q.  If  the  call  is  for  someone  in  Boston  the  ticket  shows  that  it 
was  a  call  for  someone  in  Boston?    A.  Yes. 

Q.  Does  it  show  the  length  of  time  consumed?  A.  The  final 
time  is  recorded  on  it,  when  she  takes  the  call  and  when  the  re- 
ports are  received  on  that  call  and  given  to  the  subscriber  is 
shown,  and  when  the  conversation  is  started  the  ticket  is  started 
w-ith  the  calculagraph  stamp  and  stamped  off  at  the  expiration. 

Q.  It  is  stamped  off  by  the  same  instrument  ?  A.  The  same 
instrument. 

Q.  When  the  disconnection  is  made  there  at  the  switchboard? 
A.  Yes. 
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Q.  And  that  is  intended  to  be  made  promptly  on  the  termina- 
tion of  the  conversation  ?  A.  When  the  subscriber  hangs  up  his 
phone  and  the  light  flashes  and  she  stamps  it. 

Q.  Does  the  ticket  also  show  the  amount  of  the  charge?  A, 
That  is  put  on  by  the  rate  clerk. 

Q.  The  ticket  as  made  out  by  the  switchboard  operator  does 
not  show?    A.  No, 

Q.  How  long  after  that  ticket  is  turned  over  by  the  switchboard 
operator  —  how  long  a  time  elapses  before  the  amount  charged  is 
put  on  by  the  rate  clerk?  A.  It  is  put  on,  I  think,  during  the 
night  by  one  of  the  night  operators,  as  many  as  possibly  can  be, 
and  it  is  finished  up  the  next  day. 

Q.  And  where  does  the  rate  clerk  get  the  information?  A. 
From  these  books. 

Q.  That  is  a  set  of  books  similar  to  these  ?    A.  Yes,  sir. 

Q.  And  the  books  used  by  the  rate  clerk  are  now  out  at  South 
Buffalo,  or  are  these  the  books?  A.  These  are  the  books  used  by 
the  rate  clerk. 

Q.  You  have  but  one  set  there  ?    A.  We  have  but  one  set  at  the 
present  time ;  that  is  on  the  operating  board. 
•  Q.  Have  you  a  set  on  the  bill-board  or  in  the  billing  depart- 
ment ?    A.  No,  there  is  but  one  set  out  there  now. 

Q.  This  set  is  the  only  set  there  is  in  Buffalo  to  your  knowl- 
edge ?    A.  In  Buffalo,  yes. 

Q.  How  long  a  time  would  it  take  to  get  another  set  here? 
A.  I  can  send  a  message  to  New  York  to  have  them  send  me  a  set. 

Q.  So  that  you  could  get  a  set  within  a  day  or  two  like  this  ? 
A.  I  think  so ;  as  a  matter  of  fact  we  could  get  this  book  here  and 
just  copy  this  over;  have  it  typewritten  over. 

Q.  And  the  other  is  printed  already  so  that  it  could  be  sent  out 
quickly  ?    A.  Yes ;  I  have  this. 

Mr.  Page:  Mr.  Chairman,  I  offer  in  evidence  Exhibits  12,  13 
and  14  for  identification.  Exhibit  12  being  entitled  "  American 
Telephone  and  Telegraph  Company  Eate  Sheet,"  for  Buffalo, 
N.  Y.  Square  number  376,  Section  No.  23,  taking  effect  May  1, 
1909 ;  stamped  on  the  back  cover,  "  J.  G.  D.  compared  by  M.  G.," 
the  book  being  partly  printed,  partly  written  and  partly  type- 
written in  both  black  and  red  ink. 
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Exhibit  13  is  entitled  "  Supplement  No.  3  to  TariflF  and  Rate 
Book  for  August  1,  1909,  American  Telephone  and  Telegraph 
Company,  15  Dey  street,  Kew  York,  October  1,  1909,"  and  bears 
this  endorsement,  **  To  all  Managers:  Please  note  changes,  cor- 
rections and  additions  to  the  tariff  and  route  book.  Make  no 
changes  in  the  book  as  this  supplement  contains  a  complete  list  of 
all  changes,  corrections  and  new  offices  from  August  1,  1909.  In 
advertising  rate  or  route  to  any  point  always  consult  the  supple- 
ment first.  All  rates  are  subject  to  change  without  notice.  Always 
consult  your  rate  sheet.  Messages  can  be  sent  only  to  points  for 
which  rates  are  quoted.  Special  Notice.  Considerable  trouble 
has  been  experienced  by  managers  incorrectly  reporting  business 
with  ^  check  stations '  and  *  other  line  points.'  In  making  such 
reports,  observe  Rule  29  in  the  tariff  and  route  book.  See  second 
page  of  cover.  Destroy  all  previous  supplements.  E.  W.  Moister, 
Assistant  Comptroller;  Edward  J.  Hall,  Vice-President." 

(Received  and  marked  Exhibits  12,  13  and  14  respect- 
ively.) 

Q.  What  is  the  meaning  of  the  words  "  check  station  ?"  A.  A 
''  check  station  "  is  a  station  that  is  near  enough  to  a  place  to  be 
handled  right  at  that  place,  and  one  instance  is  Brooklyn  checks 
JsTew  York.  It  checks  the  same  rate  as  New  York,  and  the  busi- 
ness for  Brooklyn  is  handled  in  Xew  York. 

Q.  What  is  the  meaning  of  *'  other  line  points  ?"  A.  That  is 
the  same  as  that  Big  Moose.  That  is  another  line  from  the  first 
point. 

Q.  Do  you  connect  over  the  lines  of  other  companies  ?  A.  Yes, 
sir. 

Q.  In  many  cases  ?    A.  We  do. 

Q.  Is  it  feasible  to  do  that  ?     A.  It  must  be,  because  we  do  so. 

Q.  You  do  that?  A.  Yes;  it  might  not  be  possible  to  build  a 
line  into  some  station  to  give  service  there  when  we  have  only  a 
few  calls,  but  we  can  have  them  go  on  the  main  line. 

Q.  And  then  connect  with  a  local  company  that  is  doing  the 
local  business  ?  A.  Yes,  sir ;  Amsterdam,  N.  Y.  We  do  not  cut 
into  there,  but  we  go  into  Schenectady,  and  go  over  local  lines  in 
Schenectady,  and  give  just  as  good  a  service  as  from  Amsterdam. 

Q.  And  the  local  lines  from  Schenectady  are  not  connected 


Xo.  38.]  187 

by  the  Bell  company  or  companies  ?    A.  I  could  not  say  that.     I 
do  not  know  how  it  is  controlled.    We  call  it  over  local  lines. 

Q.  Do  you  know  anything  about  the  strength  of  the  electrical 
current  used  in  telephoning  for  long  distance  work  ?    A.  No. 

Q.  Do  you  know  anything  about  the  voltage  ?    A.  Xo,  sir. 

Q.  Nothing  of  a  technical  nature  in  regard  to  the  use  of  elec- 
tricity in  a  telephone?    A.  Nothing. 

Mr.  Page:  Now,  Mr.  Stenographer,  if  you  will  take  the  title 
also  of  Exhibit  14,  the  cover  title :  "  TariflF  and  Route  Book, 
American  Telephone  and  Telegraph  Co.  Always  consult  the  sup- 
plement first.  Bead  the  general  instructions.  They  are  import- 
ant. All  rates  are  subject  to  change  without  notice.  August  1, 
1909.  General  offices,  15  Dey  street,  New  York."  And  the  title 
page :  "  Tariff  and  Route  Book,  American  Telephone  and  Tele- 
graph Co.,  General  Offices,  15  Dey  street,  New  York,  1909. 
Copyright,  1909,  by  American  Telephone  and  Telegraph  Com- 
pany." 

Q.  Now,  Mr.  Boltwood,  I  understand  — 

Mr.  Page:  Mr.  Chairman,  I  understand  that  thes^^  books  arc 
in  evidence. 

Chairman  Davis  :    They  are  in  evidence,  yes. 

Mr.  Page  :  They  are  rather  bulky  and  it  may  later  on  appear 
ihat  they  are  not  important  exhibits.  I  would  like  to  reserve  the 
right  now  to  strike  them  out  if  it  should  later  appear  that  they 
were  not  of  sufficient  importance  to  justify  the  printing  of  them. 

Q.  It  would  inconvenience  you,  I  suppose,  to  be  without  those 
now?  A.  It  would  to  be  without  the  rate  sheet,  and  the  other 
is  not  of  any  service  without  that,  but  I  know  the  company  would 
gladly  furnish  you  a  copy  of  that  without  being  printed. 

Q.  Of  course  you  could  not  furnish  a  copy  of  this  very  well 
without  being  printed?  A.  I  mean  this  here,  because  those  are 
often  in  use,  these  pages,  here,  and  we  have  to  have  a  large  supply 
of  those. 

Q.  Of  these  ?    A.  Yes,  sir. 

Q.  You  have  those  in  New  York  ?    A.  Yes,  sir. 

Q.  But  not  here  ?    A.  Yes,  sir,  a  large  supply. 

Q.  And  this  will  have  to  be  made  ?    A.  Yes,  sir. 
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Mr.  Page:  Exhibits  13  and  14  are  bound  together  in  a  loose 
jacket  or  a  patent  jacket,  whatever  it  may  be  called,  and  the  cover 
appears  to  be  numbered  11367. 

The  Witness  :    That  is  the  number  of  the  cover  on  requisition. 

Mr.  Page:  JSTow,  I  am  going  to  deliver  this  to  you,  but  you 
understand  that  they  are  in  evidence  before  the  Committee  and 
are  exhibits? 

The  Witness  :    Yes,  sir. 

Mr.  Page:  And  I  am  going  to  deliver  them  to  you  upon  con- 
dition that  you  remain  under  subpoena  subject  to  call  from  the 
chair  unless  you  furnish  these  to  the  Committee  as  soon  as  you  can 
obtain  or  prepare  for  your  own  use  or  for  the  use  of  the  company- 
at  your  station,  duplicates.  And  I  a^k  you  when  you  return  these, 
not  to  make  a  mistake  and  return  the  duplicates,  but  return  to  us 
these  that  are  narked,  these  identical  books,  in  perfect  condition, 
and  also  send  us,  if  you  will,  the  next  supplement  which  you  have 
out.  I  think  there  are  no  other  questions,  Mr.  Chairman,  for 
to-day. 

Chairman  Davis:  Then  we  will  adjourn  until  to-morrow  at 
Rochester  at  the  Chamber  of  Commerce,  at  11  o'clock. 


THIRD  PUBLIC  SESSION 


Chambeb  of  Commebce  Building, 

RocHESTEB,  N.  Y.,  November  19,  1909  — 11  a.  m. 

Present — Hon.  Geobge  A.  Davis,  Chairman, 

Hon.  Edwin  A.  Mebbitt,  Jb.,  Vice-Chairman. 
Hon.  John  Kissel. 
Hon.  J.  Henby  Waltebs. 


E.  J.  Page,  Esq., 
Odell  R.  Blaib,  Esq., 
Hon.  J.  Bennett  Southakd, 
John  T.  Hettbich,  Esq., 


>^  Counsel, 


Chairinan  Davis:  The  Committee  will  be  in  order.  This 
Legislative  Committee  is  visiting  Kochester  to-day  for  the  pur- 
pose of  hearing  any  complaints  that  the  citizens  or  residents  in 
and  about  Kochester  have  to  make  against  the  telephone  service 
or  rates  or  in  any  other  manner  complain  against  the  telephone  and 
telegraph  companies  doing  business  in  the  city  of  Rochester.  If 
there  is  anybody  who  desires  to  be  heard  we  will  be  pleased  to 
hear  him. 

Mr.  Geobge  P.  Deckeb:  Mr.  Chairman  and  gentlemen  of 
the  Committee:  I  came  here  very  unexpectedly,  although  I  had 
desired  from  the  time  I  heard  you  were  to  be  here,  to  be  here  at 
this  time.  I  only  want  to  say  that  I  believe  the  interests  of  the 
public  in  Rochester  not  only  justify  but  demand  the  protection 
of  public  regulation  for  telephone  service.  Now,  I  have  no  detail 
knowledge  of  the  way  that  the  business  is  conducted  or  would  not 
presume  to  suggest  how  it  ought  to  be  conducted,  but  I  may  say 
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this,  that  there  is  now  on  foot  a  proposition  for  an  increase  of 
rates  in  the  city  of  Kochester  on  the  part  of  a  local  company.  I 
have  had  occasion  to  examine,  to  make  an  examination  into  the 
condition  of  that  company,  made  at  the  instance  of  the  Common 
Council  which  was  considering  the  propriety  of  the  passing  of  an 
ordinance  permitting,  so  far  as  the  city  has  anything  to  say  about 
it,  an  increase  of  rates.  An  examination  of  that  condition  shows 
that  the  rates  heretofore  charged  have  resulted  in  an  income. 
Xow,  I  cannot  speak  very  definitely,  for  I  have  ho  notes  here  at 
all,  but  I  am  sure  that  1  will  be  within  the  exact  facts  showing  that 
they  have  earned,  during  the  vseven  or  eight  years  that  that  com- 
pany has  been  in  existence,  on  the  capital  invested  in  that  business, 
directly  invested  in  the  conduct  of  the  business  in  the  city  of 
Rochester,  a  return  of  7,  8,  9,  10,  and  I  think  one  year  as  high  as 
11  per  cent.,  and  yet  in  face  of  that  they  asked  for  an  increase  of 
rates.  Xow,  I  believe  that  particular  increase  is  not  warranted 
as  against  telephone  users,  the  patrons  of  the  company;  but  more 
than  that,  I  think  the  general  protection  of  the  public  interests 
requires  something  more  comprehensive  than  a  mere  local  control, 
such  control  as  might  be  offered  possibly  l>y'  the  municipality.  I 
think  that  it  should  be  subject  to  a  broader  and  more  powerful 
protection,  such  as  would  be  afforded  by  a  State  supervision.  Of 
course,  I  do  not  need  to  remind  you  gentlemen  of  what  we  have 
all  read  the  Inst  two  or  three  davs  about  the  combinations  that  are 
going  on  in  the  telephone  business,  and  it  seems  to  me  if  there 
was  nothing  else  in  sight  but  the  mere  annouiicement  of  the  vast 
consolidation  of  telephone  and  telegraph  companies  that  that 
would  be  sufficient  to  show  the  necessity  of  protection  at  the  hands 
of  the  State  against  the  possible  consequence  of  such  a  combin- 
ation. 

Mr.  PACfE:  i[r.  Decker,  you  spoke  of  an  earning  of  10  or  11 
per  cent. ;  you  referred  then  to  what  company  ?  I  did  not  catch 
that. 

i[r.  Dkckkr:  The  company  known  as  the  Rochester  Tele- 
phone Company. 

Mr.  Pack:    Ts  that  one  of  the  Bell  companies,  so-called? 

INfr.  Dkcker:  Xo,  that  is  a  company  which  was  organized 
here;   the   original   company  was  organized   on   the  promise   of 
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always  affording  competition  iu  Rochester.  The  original  com- 
pany was  succeeded  a  year  later  by  the  present  company,  the  Roch- 
ester Telephone  Company,  and  that  company  is  now  asking  for 
an  increase  of  rates  under  a  promise  that  they  will  continue  com- 
petition, but  it  seems  to  me  that  the  general  situation  is  such  that 
it  would  probably  be  beyond  the  power  of  any  individual  promises 
or  small  corporate  promises  to  carry  out  that  undertaking  to  afford 
this  competition. 

Mr.  Page:  The  10  or  11  per  cent,  related  to  earnings  or  to 
dividends  ? 

Mr.  Decree:  Earnings  I  spoke  of,  earnings  on  the  capital 
invested  in  the  conduct  of  the  business  in  Rochester  where  these 
rates  are  to  prevail. 

Mr.  Page:  But  it  has  no  relation  to  the  capital  stock  of  the 
company. 

Mr.  Decker:  Xo.  This  company  so  far  as  Rochester  is  con- 
cerned is  a  local  operating  company  as  I  understand  it,  but  it  also 
has  the  right  to  be  a  holding  company  as  to  certain  other  outside 
telephone  companies.  I  understand  that  controlled  the  Syracuse 
service  and  they  bought  up  several  other  companies. 

Mr.  Page:     Such  as  the  Onondaga  independent  companies? 

Mr.  Deckeb:  I  believe  so. 

Mr.  Page:  Any  other  independent  lines? 

Mr.  Decker:  Only  such  as  I  believe  are  acquired  by  inde- 
pendent companies  among  themselves. 

Mr.  Page:  And  do  they  own  exchanges  in  any  of  the  small 
towns  in  the  vicinity  of  Rochester  and  Syracuse? 

Mr.  Decker:     I  believe  Ihev  do. 

Mr.  Page:  So  that  their  capital  stock  issued  covers  all  that  as 
well  as  the  money  invested  in  Rochester? 

Mr.  Decker  :    Yes,  that  is  the  way  I  understand  it. 

Mr.  Page  :    Have  they  ever  paid  any  dividends  ? 

Mr.  Decker:     The  new  company? 

Mr.  Page:    Yes. 

Mr.  Decker:    That  I  cannot  say;  I  don't  know. 

Mr.  Page  :    Did  the  predecessor  company  ? 

Mr.  Decker:  That  T  don't  know.  I  have  no  more  knowledge 
of  the  internal  workings  of  the  company  than  is  shown  by  this 
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publicly  reported  audit  of  their  financial  condition  which  was 
submitted  to  the  municipal  authorities  some  six  months  ago. 

Mr.  Page:  The  first  company  was  the  Ilochester  Independent 
Telephone  Company? 

Mr.  Decker  :  I  believe  it  was  known  as  the  Home  Telephone 
Compai  y. 

Mr.  Page:  And  that  was  succeeded  by  the  Rochester  Tele- 
phone Company? 

Mr.  Decker:  Well,  they  sold  their  property  rights.  I  think 
the  original  company  is  in  existence  but  they  sold  all  their  fran- 
chises and  physical  properties,  I  believe,  to  the  Rochester  Tele- 
phone Company. 

Mr.  Page:    When  did  that  sale  take  place? 

Mr.  Decker:  About  1890  —  no,  about  1900.  I  think  the 
Rochester  Telephone  Company  has  been  operating  !now  about  nine 
years. 

Mr.  Page:     Thank  you  very  much,  Mr.  Decker. 

Mr.  Benjamin  B.  Cunningham:  Mr.  Chairman,  may  I  ask 
just  what  is  wanted  of  me?  (Mr.  Cunningham  is  the  assistant 
corporation  counsel.) 

Chairman  Davis:  We  would  like  from  you,  if  possible,  a  gen- 
eral history  of  the  telephone  business  as  you  know  it  to  exist  in  the 
city  of  Rochester  going  back  as  far  as  you  know  anything  about  it 
and  coming  down  to  the  present  time.  I  understand  that  there 
has  been  considerable  litigation  and  feeling  and  complaints  and 
things  of  that  kind.  Whatever  you  know  and  whatever  informa- 
tion you  can  give  to  the  Committee  we  would  very  much  like  to 
have. 

Mr.  Cunningham:  I  have  been  in  the  corporation's  counsers 
office  since  1898.  Shortly  after  T  entered  the  office,  in  the  fol- 
lowing year  a  franchise  was  granted  to  the  independent  company 
called  the  Home  Telephone  Company.  There  was  a  taxpayers' 
action  commenced  to  restrain  the  granting  of  that  franchise  to 
that  company,  which  was  unsuccessful,  and  the  franchij^e  war^ 
granted.  That  franchise  contained  many  conditions  as  to  regula- 
tion, both  as  to  manner  of  construction  and  operation,  and  also  a? 
to  rights.  Theie  was  a  limit  of  rates  of  $48  for  business  tele- 
phones.    This  company  was  absorbed  liy  the  Rochester  Companv 
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really  before  the  lines  were  constructed,  and  last  summer  the  ques- 
tion of  the  validity  of  this  contract  was  decided  by  the  Court  of 
Appeals,  the  court  holding  that  it  was  valid  and  binding  upon  the 
telephone  company,  and  that  they  could  not  change  their  rates 
without  permission  of  the  Common  Council.  I  suppose  incidentally 
that  holds  that  all  the  provisions  of  the  contract  as  to  other  regu- 
lations are  also  valid. 

Chairman  Davis:  Did  that  provide  for  any  payment  to  the 
city  of  Rochester,  any  percentage  of  the  gross  receipts  or  earnings  ? 

Mr.  Cunningham:  Mj  impression  is  that  it  did  not.  Senator. 
The  company  furnishes  a  number  of  free  telephones  to  the  city. 

Chairman  Davis:  The  company  did  not  pay  the  city  of  Roch- 
ester anything  for  its  franchise  ? 

Mr.  Cunningham:  No. 

Chairman  Davis:  Other  than  the  furnishing  of  free  telephones. 

Mr.  Cunningham  :  Other  than  the  furnishing  of  free  tele- 
phones and  these  conditions  that  were  annexed.  The  independent 
telephone  company  then  entered  into  arrangements  with  the 
Rochester  Gas  and  Electric  Company,  which,  under  contract  with 
the  city,  had  a  system  of  conduits  through  the  streets  whereby  it 
used  some  of  the  ductS  of  the  Rochester  Gas  and  Electric  Com- 
pany for  the  maintenance  of  its  wires.  The  city  attempted  to 
force  the  Bell  Telephone  Company  to  u.^e  these  same  ducts  and 
an  action  was  brought,  which  was  referred  to  ox- Attorney-General 
Hancock  of  Syracuse,  and  after  a  pv:'i\\  deal  of  tostiuiouy  he 
decided  that  this  would  be  dangero  is  to  the  Avires  of  the  Bell 
Telephone  Company  and  would  result  in  a  confiscation  of  prop- 
erty, or  might;  and  that  therefore  the  ordinance  was  invalid. 
The  decision  was  not  appealed  from.  Of  course,  there  Vv^as  no 
power  of  regulation  of  the  Bell  Telephone  Company  in  the  city, 
and  there  has  been  some  litigation  as  to  its  poles  and  wires. 
There  was  what  is  known  as  the  Oxford  street  litigation,  in  which 
the  Bell  Company  had  constructed  a  conduit  through  the  street, 
but  in  spite  of  the  ordinance  of  the  Common  Council  it  refuses 
to  put  its  wires  in  that  conduit,  claiming  the  right  to  put  dis- 
tributing poles  in  the  street,  and  an  acti(»n  was  brought  to  compel 
them  to  do  so,  but  the  action  was  no^'or  tried  out,  but  it  went 
to  the  Appellate  Division  on  a  motion  and  the  city  was  defeated 
on  that  motion.     The  city  had  two  lines  of  litigation  with  the 
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Bell  Telephone  Company  as  to  putting  its  wires  underground, 
outside  of  this  one  to  make  them  put  them  into  the  conduits  of 
the  Rochester  Gas  and  Electric  ('ompany,  and  was  beaten  in  both 
cases.  The  Bell  Telephone  Company  claimed  the  right  to  use 
separate  poles,  and  it  happened  that  through  the  streets  of  the 
city  we  had  two  lines  of  poles  and  wires,  and  we  were  enabled 
to  force  the  Bell  Telephone  Company  to  use  the  poles  of  other 
companies.  So  this  situation  raised  a  great  deal  of  trouble  in 
the  city,  so  we  prepared  an  amendment  to  the  charter  giving  the 
Common  Council  absolute  right  to  require  these  companies  to 
put  their  wires  underground.  This  brought  the  companies  around. 
They  immediately  entered  into  negotiations  with  the  city  officials, 
asking  that  that  bill  Ix*  abandoned,  and  saying  that  they  would 
make  arrangements  to  use  poles  and  to  see  that  there  was  only  one 
line  of  poles  upon  a  street,  and  there  was  no  written  agreement 
entered  into,  but  there  was  an  understanding  which  has  since  been 
carried  out.  The  bill  was  abandoned  and  since  that  time  we  have 
had  no  trouble  in  that  regard.  One  company  will  put  up  a  pole 
and  the  other  companies  will  use  it,  so  we  are  virtually  having  — 
their  abandoning  their  old  poles,  and  it  has  come  to  mean  that 
there  is  only  practically  one  set  of  poles  in  a  street.  I  think  that 
is  alx)ut  the  history  of  the  telephone  situati(m,  as  I  recall  it,  in 
this  city. 

Mr.  Page:  What  is  the  action  that  is  on  file  now  or  about  to 
be  tried  at  Canandaigua  ?  Is  that  in  regard  to  the  telephone 
situation  'i 

Mr.  CrMs'iN(uiAM :  Xo,  those  are  special  franchise  tax  cases. 
Is  that  what  you  refer  to  ? 

Mr.  Page:  Mr.  Webb  s])oke  of  some  action  against  the  tele- 
phone companies  that  was  to  be.  tried,  or  against  some  one  of  the 
companies  to  Ix^  tried  at  Canandaigua  Special  Term. 

Mr.  Ci:.\nin(;ham  :  At  extraordinary  term  we  have  a  lot  of 
special  franchise  tax  cases,  in  which  there  are  a  number  of  tele- 
phones. 

Mr.  Page  :   Probably  that  is  it. 

Mr.  CrNMNGiiAM:  Of  course,  it  does  go  into  the  question  of 
taxation.  The  Rochester  Telephone  Company  is  raising  the  ques- 
tion as  to  whether  there  is  a  double  taxation,  whether  the  conduits 
of  the  Pochester  Railway  and  Light  Company,  the  successor    of 
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the  Kochester  Gas  and  Electric  Company,  which  owns  the  conduit 
being  taxed  —  that  question  is  up  in  one  of  the  cases. 

Mr.  Page  :  Thev  are  claiming  that  thev  are  tenants  of  the  other 
company  and  that  they  pay  their  share  of  the  tax  when  they  pay 
their  rental  ? 

Mr.  Cunningham:  When  they  pay  their  rental.  And  there 
is  again  the  question  which  is  being  raised  all  over  the  State  as 
to  the  telegraph  companies,  as  to  whether  they  obtain  a  franchise 
from  the  United  States,  which  is  not  taxable  by  the  State  of  New 
York,  which  is  being  "raised  in  the  New  England  Telegraph  Com- 
pany case. 

Mr.  Page:  You  gave  the  limit  of  charges  $48  for  business 
phones  under  the  franchise  that  was  granted  to  the  old  Home  Com- 
pany. You  did  not  state  the  limit  of  charge  for  residence  phones. 
Do  you  recall  that  ? 

Mr.  Cunningham  :  There  was  a  limit  of  $48  for  any  phone  in 
that  franchise. 

Mr.  Page:  And  you  also  stated  that  there  were  certain  condi- 
tions in  regard  to  construction.  Did  the  company  comply  with 
all  those  conditions  that  were  in  the  franchise  ? 

Mr.  Cunningham  :  The  company  has  complied  with  all  those 
conditions,  has  observed  that  contract  throughout,  and  never  has 
questioned  it  until  they  wanted  to  raise  their  business  rate  from 
$48  to  $60,  and  then  they  did  attack  the  validity  of  the  contract 
in  that  one  respect,  and  they  now  have  pending  before  the  Com- 
mon Council  an  application  for  permission  to  raise  their  rates  to 
$60  for  business  phones. 

Mr.  Page:  Such  an  application  was  granted  some  time  ago, 
wasn't  it? 

Mr.  Cunningham:  An  application  was  granted  which  was 
not  satisfactory.  An  ordinance  was  passed,  rather;  by  the  Com- 
mon Council  which  was  not  satisfactory  to  the  mayor,  ar.d  he 
vetoed  it. 

Mr.  Page  :   When  was  that  ? 

Mr.  Cunningham:  That  was  within  the  last  month  that  he 
vetoed  that. 

Mr.  Page:  During  the  month  of  October,  1909  ? 

Mr.  Cunningham  :  During  the  month  of  October,  1909. 
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Mr.  Page:  The  questions  that  were  raised  in  the  litigation 
which  you  spoke  of  as  the  Oxford  street,  and  the  two  other  similar 
cases,  are  all  disposed  of  by  the  agreement  which  was  mftde  between 
the  city  and  the  companies  after  the  introduction  of  the  proposed 
charter  amendment  in  the  Legislature,  as  I  understand  you  ? 

Mr.  Cunningham:  Well,  probably  not.  The  question  of  dis- 
tributing poles  are  necessary  in  connection  with  conduits,  I  believe, 
is  somewhat  of  an  open  question,  although  the  engineers  on  the 
case  seemed  to  think  that  distributing  poles  are  necessary  in  some 
cases.. 

Mr.  Page  :  It  would  be  possible  to  have  those  distributing  poles 
outside  the  streets,  would  it  not  ? 

Mr.  Cunningham  :   On  the  back  of  lots  ? 

Mr.  Page  :  That  is,  the  companies  had  frequently  placed  them 
on  the  rear  of  residence  lots  ? 

Mr.  Cunningham  :   They  are  doing  that. 

Mr.  Page  :  Or  business  lots  ? 

Mr.  Cunningham  :  They  are  doing  that  quite  generally  in  this 
city  wherever  it  is  possible  to  obtain  consents. 

Mr.  Page:  About  how  many  poles  do  you  suppose  they  have 
m  the  streets,  distributing  poles  ? 

Mr.  Cunningham:  I  could  not  answer  that. 

Mr.  Page  :  Well,  enough  to  make  them  a  nuisance  to  the  people 
uaing  the  streets,  or  to  greatly  inconvenience  the  people  using  the 
streets  ? 

Mr.  Cunningham  :  Their  distributing  poles,  as  I  understand  it, 
would  not  be  so  many  in  any  one  conduit,  I  think. 

Mr.  Page  :   There  are  very  few  of  them  ? 

Mr.  Cunningham  :  Yes,  sir. 

Vice-Chairman  Merritt  :  You  spoke  of  some  litigation  as  re- 
gards their  franchise  tax? 

Mr.  Cunningham:   Yes,  sir. 

Vice-Chairman  Merritt  :  Did  that  cover  the  entire  period  that 
the  franchise  tax  had  been  assessed,  or  is  it  a  specific  case;  have 
they  ever  paid  their  franchise  tax  ? 

Mr.  Cunningham:  They  have  generally  paid  in  Rochester; 
there  are  some  old  litigations  pending,  but  not  many.  The  Roch- 
ester Telephone  Company  has  only  two  years  pending. 
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Mr.  Page:  They  are  rather  trying  out  the  principle  involved 
than  trying  to  escape  the  tax  ? 

Mr.  Cunningham  :  Yes,  they  are  not  trying  to  escape  the  tax. 
Most  of  the  franchise  taxes  are  paid  in  Rochester.  As  a  general 
rule,  they  are  paid  in  this  city. 

Mr.  Page  :  How  about  the  taxes  of  the  Buffalo  Bell  Company ; 
are  they  paid  ? 

Mr.  Cunningham:  They  are  paid  as  well.  For  the  last  two 
years  the  Bell  Company  has  certiorari  proceedings  pending. 

Mr.  Page  :  Which  are  now  undetermined  ? 

Mr.  Cunningham:   Now  undetermined. 

Mr.  Page  :  Have  they  paid  their  tax  pending  the  litigation  ? 

Mr.  Cunningham:  I  am  not  sure;  I  believe  they  did;  it  has 
been  the  rule  for  the  corporations  to  pay  their  taxes,  even  though 
they  commenced  certiorari  proceedings. 

Vice-Chairman  Merbitt:  What  was  the  difficulty  some  twelve 
years  ago?  You  were  then  in  the  corporation  counsel's  office, 
weren't  you,  when  they  had  what  they  call  th^  war  on  the  Bell 
Telephone  Company  here,  and  so  many  people  threw  out  the 
phone  ? 

Mr.  Cunningham  :  No,  I  was  not. 

Vice-Chairman  Merritt:    I  remember  something  about  that. 

Mr.  Cunningham  :  All  that  I  know  is  through  articles  in  the 
newspapers  and  what  I  have  heard. 

Vice-Chairman  Merritt:  I  wondered  if  you  knew  what  the 
reason  was  for  the  dissatisfaction  at  that  time.  It  must  have 
been  fixed  up  some  way,  whether  it  was  a  question  of  rates  or 
what. 

Mr.  Cunningham:  It  was  a  question  of  rates,  as  I  under- 
stand it 

Vice-Chairman  Merritt:  I  remember  the  incident;  I  never 
knew  anything  about  the  details. 

Mr.  Cunningham:  It  was  a  question  of  both  rates  and  ])oor 
service.  I  believe  it  must  have  been^pore  than  twelve  years  ago. 
All  I  know  is  what  I  have  been  told  about  it. 

Chairman  Davis:  We  are  much  obliged  to  you,  Mr.  Cunning- 
ham. Is  there  any  other  gentleman  who  desires  to  be  heard  ?  ilr. 
Page,  have  you  anything  to  suggest  ? 

Mr.  Page:  Nothing,  except  an  adjournment.  There  seem  to 
be  no  complainants  present. 
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Chairman  Davis:  I  am  very  much  pleased  to  learu  everything 
is  so  lovely  in  Rochester,  everybody  is  satisfied  with  the  service. 

Mr.  Page:  I  suppose  that  it  would  be  well  for  the  Committee 
to  come  back  to  Rochester  at  a  later  date  ? 

Chairman  Davis:  You  think  by  that  time  somebody  will  have 
discovered  some  pain  ? 

Mr.  Page:  No,  I  think  we  will  subpoena  the  officers  of  the 
companies  that  are  here  and  perhaps  cause  pain  or  grief. 

Chairman  Davjs:  If  then,  there  is  no  objection,  we  will  adjourn 
this  meeting  until  some  future  time. 

Ex-Senator  Frederh^k  C.  Stevens:  Mr.  Chairman,  just  one 
moment  before  we  adjourn.  I  do  not  appear  as  a  resident  of 
Rochester  or  interested  in  any  tele])hone  company  here,  but  T  do 
appear  as  president  of  the  Telechronometer  Company,  or,  in  other 
words,  a  telephone  meter.  The  invention  is  intended  to  register 
the  service  or  time  of  service  of  the  customer;  it  is  a  new  inven- 
tion. I  believe  it  is  intended  to  fill  a  long  felt  want.  T  believe 
that  the  proposition,  of  paying  for  what  you  get  is  the  proper  one, 
ami  I  would  respectfully  invite  your  (\^mmission  to  visit  the  offices 
of  the  company  and  inspect  the  apparatus  there  on  view.  It  has 
been  exhibited  to  the  Commcm  Council  of  Rochester  and  to  the 
Mayor  and  to  the  public  generally,  and  as  soon  as  you  have  exam- 
ined it,  if  you  will  do  so,  we  shall  send  it  to  (^hicago  for  exhibition 
there. 

Mr.  Page:  Will  that  prevent  the  companies  from  overcharging 
their  patrons  for  long-distance  messages? 

ifr.  Stevens:  That  would  permit  the  companies  to  charge  a 
uniform  rate  to  their  customers. 

Mr.  Page  :  That  is,  it  will  register  the  exact  period  of  time  con- 
sumed in  the  conversation  ? 

.  Senator  Stevens:  Yes,  consumed  in  the  conversation;  and  the 
rate  can  be  determined  by  the  company  or  Common  Council  or 
municipality  or  Public  Service  Commission,  if  they  should  take 
charge  of  it. 

Mr.  PACiE  :  And  that  is  a])])licable  both  to  local  and  long-distance 
use  of  the  telephone  ? 

Senator  Stevens:  To  either;  to  all  the  uses  of  telephone  that 
it  may  be  put  to. 
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Chairman  Davis:  I  assume,  Senator  Stevens,  that  that  would 
also  correct  the  discrimination  that  is  now  made  by  telephone  com- 
panies in  rates  between  short  and  long  hauls  i 

Senator  Stevkns:  ilr.  Chairman,  it  is  the  belief  of  those  inter- 
ested in  the  company  that  the  use  of  telechronometers  in  connection 
with  the  telephone  companies  would  have  exactly  the  same  effect 
as  the  use  of  electric  meters  in  the  electric  lighting  business,  or 
water  meters  with  the  consumer  of  water,  or  of  gas  to  the  users  of 
gas.  The  exact  time  that  the  customer  is  using  his  phone  would 
bt*  registered  upon  the  meter,  which  is  on  his  d(»sk  in  connection 
with  the  iiuitrument  being  used  or  located  in  any  ])art  of  the  house 
that  he  desires  to  have  it ;  and  in  answering  your'question  directly, 
I  will  sav  most  certainlv,  sir,  that  it  would  rectifv  all  unreasonable 
and  unjust  charges  and  discrimination  of  charges. 

Air.  Pag'k:  That  would  have  a  tendency  to  do  away  with  the 
uniform  monthly  charge  to  different  classes  of  subscril>er8  which 
are  now  enforced  by  the  company  ? 

Senator  Stevens  :   The  flat-rate  business,  ves. 

Air.  Pa(»e:  That  would  all  pass  away  and  everyone  having  a 
ph(>ne  would  simply  pay  for  the  time  that  they  used  it. 

Senator  Stevens:  Pay  for  what  they  got.  I  would  say,  Air. 
Chairman,  in  answer  to  that  question,  that  the  city  of  Chicago,  in 
granting  a  franchise  to  the  Bell  Telephone  Company,  reserves  a 
right  to  insist  upon  thq  installation  of  meters  in  connection  with 
telephone  service  when  a  meter  should  be  invented. 

Air.  Page:   When  was  that  franchise  granted,  may  T  ask? 

Senator  Stevens  :  In  1907. 

Chairman  Davis:  If  there  is  nothing  further  the  Committee 
will  stand  adjourned,  subject  to  further  call,  and  we  will  now  go 
and  see  Senator  Stevens's  invention. 

Adjourned  subject  to  call. 
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Chairman  Davis  :  The  Committee  will  now  come  to  order. 

Mr.  Page:  I  understand  that  Mr.  Kingsland  is  present,  who 
has  a  grievance  against  the  local  telephone  company  in  New  York 
in  regard  to  rates.    I  would  like  to  call  him  as  a  witness. 

Chairman  Davis:  The  chair  will  state  at  this  time  that  the 
Committee  while  in  session  will  always  give  way  to  any  one  having 
any  complaints  to  make  of  any  character  against  the  service  of  the 
telephone  and  telegraph  companies  within  the  Greater  City  of 
New  York.  We  expect  to  be  in  session  to-day  and  to-morrow  and 
will  probably  adjourn  until  next  Tuesday.  If  the  boys  of  the 
papers  will  kindly  state  that  we  will  hear  grievances  or  complaints 
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of  any  character  against  the  telephone  or  telegraph  service  we  will 
be  obliged.  We  will  hear  them  at  any  time.  The  name  of  the 
witness,  Mr.  Page  ? 

Mr.  Page:   Mr.  Kingsland. 

Edwart)   p.   Kingsland,   called   as    a   witness,   being  duly 
sworn,  testified  as  follows: 

By  Mr.  Page: 

Q.  Whore  do  you  live,  ^fr.  Kingsland  ?  A.  Three  hundred  and 
fortv-five  East  One  Hundred  and  Forty-first  street. 

Q.  New  York  city  ?     A.  Yes,  sir. 

Q.  Are  you  engaged  in  business  in  this  city?  A.  T  am  an 
accountant  for  a  rublx^r  concern,  a  rubber  company. 

Q.  I  understand  that  you  have  some  comy)laint  to  make  against 
the  service  or  charges  of  the  Bell  Tele])hone  C'ompany,  known  as 
the  New  York  Telephone  Coin])any  ?    A.  Yes,  sir. 

Q.  Will  you  state  to  the  Committee  just  what  that  grievance  is, 
and  keep  your  voice  up  so  that  they  will  be  sure  to  hear  you? 
A.  Yes,  sir.  I  applied  for  a  contract  some  five  or  six  years  ago, 
and,  thinking  I  could  get  one  for  $2,  as  1  understood  that  that 
was  the  rate  for  a  contract  for  the  Melrose  station  unlimited  ser- 
vice ;  they  told  me  that  that  was  no  longer  written,  and  they  would 
give  me  one  for  $2.50,  which  included  Tremont  and  Melrose. 

Q.  You  spoke  of  $2.50.  You  mean  $2.50  per  month  ?  A.  Per 
month,  for  unlimited  service,  and  w^th  — 

Q.  Just  a  moment.  Had  you  had  a  telephone  prior  to  that 
time  ^    A,  Xo,  sir. 

Q.  That  was  the  first  that  you  had  a  t(*le])hone  in  ycmr  house? 
A.  Yes,  sir.  1  might  say  here,  so  that  there  is  no  mistake,  unlim- 
ited service  for  ^lelrose  and  Tremont,  and  any  call  to  Harlem, 
across  the  river,  would  be  as  a  foreign  call  and  there  would  be  a 
charge  of  ten  cents  for  it.  My  grievance  is  this:  When  the  rates 
were  lowered  in  the  public  stations  to  five  cents  a  call  they  allowed 
ours  to  remain  ten  cents.  We  subsidized  the  telephone  by  paying 
$2.50  whether  we  used  the  telephone  or  not,  and  now  they  woul<l 
make  us  go  out  to  a  drug  store  to  telephone  across  the  river  to  save 
five  cents. 
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Q.  Just  what  do  you  mean  by  that  ?  You  say  that  you  had  to 
go  out  to  a  drug  store  'i  A.  Because  the  drug  stores  were  five  cents 
to  telephone  to  Harlem;  the  public  telephone  was  five  cents,  and 
from  our  house,  across  the  way,  they  charged  us  ten  cents. 

Q.  For  calling  the  same  number  ?  A.  For  calling  the  same 
number.  When  we  went  to  the  telephone  people  and  explained 
it  to  them,  of  course  they  had  an  argument  to  meet  mine,  argu- 
ments pro  and  con,  but!  insisted  that  it  was  not  a  square  deal; 
that  by  leaving  the  telephone  in  my  house  I  gave  also  all  my  friends 
a  chance  or  any  one  who  wished  to  call  me,  I  gave  them  an  oppor- 
tunity to  call  me,  and  to  use  their  service  from  the  house;  if  I  did 
not  have  it  in  the  house  all  those  calls  could  not  be  made  to  my 
house,  and  the  company,  therefore,  would  lose  the  charges  on  the 
other  end ;  but  they  did  not  say  anything  about  — 

Q.  You  ^y6ke  of  seeing  the  telephone  company;  just  who  did 
you  see?  A.  One  of  the  contract  clerks  at  One  Hundred  and 
Fiftieth  street,  near  Third  avenue. 

Q.  Do  you  know  his  name  ?    A.  No,  sir. 

Q.  Do  you  know  his  official  position  ?  A.  No,  sir;  the  contract- 
ing department  I  applied  to. 

Q.  I  understood  you  to  say  to  me  a  little  time  ago  that  the 
monthly  rate  was  raised?    A.  Yes,  sir. 

Q.  What  was  there  about  that  'i  A.  Soniewlieres  around  five  or 
six  or  seven  years  ago  or  so  they  had  contract  rates  for  ^lelrose  of 
$2  a  month  unlimited  service,  call  as  many  calls  in  a  day  as  you 
wished,  on  a  party  line  —  that  must  go  in.  T  forgot  to  say  that 
in  my  former  statement  that  this  $2.50  rate  was  a  party  line. 

Q.  The  $2.50  was  for  a  party  line?  A.  For  a  party  line,  and 
the  limit  was  four  people  on  a  line.  How  many  there  are  on  ours 
I  don't  know.  That  is  what  I  mean  to  sav,  that  thev  mav  have 
only  one  or  they  may  have  two  besides  yourself,  but  four  is  the 
limit. 

Q.  Do  you  know  the  .numl)er  of  subscribers  to  the  jMelrose  ex- 
change?   A.  No,  sir. 

Q.  Any  idea?    A.  No,  sir. 

Q.  Can  you  tell  approximately  ?    A.  No,  sir. 

Q.  What  is  the  other  exchange  that  has  been  connected  with 
your  phone  giving  you  free  calls  in   additional  territory  at  the 


204  •  [Senate 

rate  of  $2.60  per  month  ?  A.  It  is  Tremont,  but  I  went  in  there 
for  the  $2  rate,  but  I  was  told  at  the  beginning  that  there  was 
no  $2  rate  then;  that  they  had  ceased  to  issue  any  more  of  those 
•contracts,  but  they  would  give  me  one  with  that  additional  station, 
the  Tremont  station,  and,  of  course,  I  had  to  take  it.  I  only 
wanted  a  $2  contract,  and  pay  for  my  calls  outside  if  I  had  to 
pay  to  Harlem,  but  they  refused  it. 

Q.  How  large  a  territory  is  the  Tremont  territory  ?  A.  I  don't 
know,  but  I  think  it  goes  to  Kingsbridge,  up  to  Kingsbridge,  from 
down  to  Melrose ;  I  don't  know  the  limits. 

Q.  That  is,  is  it  larger  or  smaller  than  Melrose?  A.  I  don't 
know. 

Q.  Do  you  have  any  occasion  to  call  people  from  your  phone 
in  Tremont  ?    A.  Once  in  a  while,  one  part ;  once  in  a  great  while. 

Q.  You  would  prefer  the  former  $2  a  month  rate  with  a  limit 
of  three  calls  in  Melrose  to  the  $2.50  a  month  rate  allowing  you 
three  calls  in  Melrose  and  Tremont  both  ?    A.  Yes,  sir. 

Q.  Did  you  get  any  explanation  from  any  one  as  to  the  reason 
why  you  were  charged  ten  cents  for  calls  in  Plarlera  while  public 
telephones  in  the  same  territory  as  your  private  phone  only  charged 
five  cents  ?    A.  Yes,  sir. 

Q.  Will  you  tell  the  Committee  what  that  reason  or  explanation 
was  ?  A.  I  cannot  give  the  exact  words,  as  I  did  not  expect  all 
this,  but  the  substance  of  it  is  this :  That  thev  said  there  are  more 
calls  given  or  used  at  the  public  telephone  and  therefore  the  more 
service  given  the  less  rate,  like  a  business  concern,  and  that 
I  have  the  privilege  of  having  a  phone  in  my  house  and  it  saves 
nio  the  trouble  of  going  outside  and  also  the  incoming  calls  do 
not  cost  me  anything.    That  is  the  reason. 

Q.  You  pay  $2.50  for  the  privilege  of  having  a  telephone  in 
your  house  ?  A.  Yes,  whether  I  make  a  call  or  not ;  I  might  add 
that  my  calls  are  only  several  a  day. 

Q.  Does  it  seem  to  you  that  it  is  fair  for  you  to  pay  twice  as 
much  for  your  own  calls  as  people  do  at  the  public  telephones? 
A.  No,  sir. 

Q.  Is  there  any  other  matter  that  is  connected  with  your  tele- 
phone service  that  strikes  you  as  being  unfair  or  unjust  or  unrea- 
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sonable,  except  what  you  have  stated?     A.  Nothing  that  I  can 
recall  at  this  moment. 

Mr.  Page  :  Do  any  oi  the  Committee  care  to  ask  anything  of 
this  witness  ? 

By  Chairman  Davis: 

Q.  I  would  like  to  inquire  if  the  same  rates  prevail  now  that 
prevailed  at  the  time  you  had  the  conversation  with  the  company  ? 
A.  Yes,  as  far  as  my  charges  are  concerned,  but  I  might  say  since 
I  made  the  contract  with  the  company  the  rates  throughout  the 
city  were  lowered  one-half  and  left  our  standing  the  same  as  re- 
gards the  outside  calls.  I  have  been  to  the  telephone  company 
time  and  again,  but  you  know  they  are  paid  clerks  and  they  have 
to  answer  according  to  instructions.  I  never  went  to  see  any  of  the 
head  people  of  the  concern ;  but  I  guess  it  is  a  waste  —  hot  air. 

By  Mr.  Page  : 

Q.  I  do  not  just  get  that.  You  say  the  rates  throughout  the 
balance  of  the  city  have  been  reduced  50  per  cent.  ?  A.  It  was  ten 
cents  a  call  at  one  time. 

Q.  You  are  speaking  only  of  the  toll  rates  in  the  city  ?  A.  Yes, 
sir. 

Q.  I  understood  you  to  include  the  monthly  subscribers  rate? 
A.  It  is  the  toll  rates  were  reduced  from  ten  cents  to  five  cents, 
and  leaving  our  rates  in  the  house,  that  is,  as  foreign  calls,  when 
we  call  from  Melrose  over  to  Harlem  across  the  river,  they  left 
that  ten  cents,  so  that  in  telephoning  down  to  the  office  twice  a 
day,  if  I  am  home  sick,  it  costs  me  twenty  cents,  and  then  I  can 
go  across  to  the  drug  store  and  do  it  for  ten  cents,  five  cents  a  call, 
five  cents  a  trip. 

Q.  Do  you  understand  that  the  monthly  charge  to  exchange  sub- 
scribers throughout  the  city  has  been  reduced  ?  A.  I  do  not  know 
about  throughout  the  city  here,  the  contract. 

Q.  The  reduction  that  you  speak  of  applies  only  to  the  toll 
messages  which  were  formerly  ten  cents  ?    A.  Yes,  sir,  that  is  all. 

Q.  From  a  borough  to  other  boroughs?    A.  Yes. 

Q.  From  different  boroughs  to  different  boroughs?  A.  Yes, 
sir ;  that  is  as  far  as  I  wish  to  go. 
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Q.  Those  rates  have  been  reduced  in  all  of  the  districts  or 
exchanges  except  Melrose?  A.  Well,  in  Manhattan  here,  around 
Manhattan  and  in  the  Bronx. 

Q.  Only  in  Manhattan  and  the  Bronx  ?  A.  Only  in  Manhattan 
and  the  Bronx,  as  far  as  I  know ;  in  the  drug  stores  at  any  public 
telephone  it  is  five  cents. 

Mr.  Page:  If  you  go  in  a  hotel  and  telephone,  if  you  tele- 
phone from  the  Astor  House  to  a  place  down  town  it  is  ten  cents  ? 

The  Witness:  In  a  hotel,  they  are  on  the  same  basis  as  my 
aouse,  I  suppose. 

Mr.  Page:  I  have  discovered  it  costs  ten  cents  to  telephone 
irom  a  hotel. 

The  Witness:  Yes,  that  is  my  understanding. 

Chairman  Davis  :    How  did  you  discover  it  ? 

Mr.  Page:  I  paid  for  one  or  two,  in  a  moment  of  weakness, 
perhaps.     Anything  further,  Mr.  Chairman? 

Chairman  Davis:     Nothing  further. 

Mr.  Page:  That  is  all.  W^hen  the  Committee  takes  a  recess 
.vhat  time  this  afternoon  will  it  reconvene  ? 

Chairman  Davis:     About  half-past  two. 

Mr.  Page:    Mr.  Millard. 

Edwin  ^I.  Millard,  called  as  a  witness,  Ix^ing  duly  sworn, 
testified  as  follows: 

By  Mr.  Page  : 

Q.  Mr.  Millard,  where  do  you  reside?  A.  I  reside  in  137 
Hicks  street,  Brooklyn,  the  Mansion  House. 

Q.  You  are  engaged  in  business  in  New  York  city?  A.  Yes, 
sir. 

Q.  What  is  your  business?  A.  My  business  is  steamboat  and 
transportation,  my  general  business. 

Q.  Have  you  anv  other  business?  A.  Yes,  T  am  connected  a? 
president  of  the  State  Line  Telephone  Company  and  the  Electric 
Lines  Company. 

Q.  The  company  that  you  speak  of  as  the  Electric  Lines  Com- 
pany is  the  New  York  Electric  Lines  Company  ?    A.  Yes,  sir. 
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Q.  Is  that  an  operating  company  ?  A.  It  is  not  at  present,  no, 
sir. 

Q.  Has  it  any  property  ?    A.  It  has  the  franchise. 

Q.  Outside  of  the  franchise?  A.  Nothing  that  I  am  aware  of; 
I  was  only  elected  president  last  week,  so  I  cannot  tell  you  very 
much  about  it. 

Q.  When  did  you  first  become  interested  in  this  company  as  a 
stockholder?    A.  About  a  year  ago. 

Q.  And  to  what  extent  did  you  become  interested  at  that  time? 
A.  Well,  I  was  connected  with  other  interests  in  the  telephone 
company,  and  they  simply  elected  me,  or  I  united  with  them, 
sort  of  an  independent  crowd  to  help  the  common  battle  as  you 
might  say. 

Q.  What  other  telephone  interests  have  you  been  associated  or 
connected  with  other  than  the  i^ew  York  Electric  Lines  Com- 
]mny?  A.  I  was  president  of  the  State  Line  Telephone  Company 
in  Westchester,  Putnam  and  Dutchess  counties. 

Q.  The  State  Line  Telephone  Company  operates  an  exchange 
in  Peekskill  ?    A.  Yes,  sir. 

Q.  Has  it  any  toll  lines.  A.  Yes,  sir,  there  are  some  toll  lines. 
i[r.  Reynolds  is  the  practical  working  man.  He  can  tell  you  a 
great  deal  more  about  it,  more  intelligently  than  I  can. 

(}.  Had  you  any  other  interests  in  the  telephone  business  prior 
to  a  year  ago,  aside  from  your  interest  in  the  State  Line  ?  A.  Yes, 
sir;  I  was  president  of  the  Xew  York  and  Eastern  that  had  a 
franchise  for  the  old  city  of  Brooklyn. 

Q.  Was  that  an  operating  company?  A.  To  a  small  extent, 
but  they  made  it  so  unpleasant  that  we  ceased  operating. 

(}.  At  what  time  did  you  cease  to  operate  the  Brooklyn  Com- 
pany ?    A.  It  is  some  ten  or  twelve  years  ago. 

Q.  How  long  ago,  I  did  not  get  that?  A.  It  must  be  twelve 
years  ago. 

Q.  How  large  an  exchange  had  you  at  that  time?  A.  The 
exchange,  I  judge  —  we  were  just  starting  —  we  had  probably 
about  100  people  on.  it. 

Q.  One  hundred  subscribers?  A.  I  should  j\idge  about  thaX 
many. 

Q.  What  was  your  system,  was  it  an  aerial  system  or  did  you 
have  a  subwav  ?    A.  No,  sir ;  we  had  an  aerial  svstem, 
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Q.  What  was  the  capital  stock  of  the  State  Line  Company? 
A.  $1,000,000. 

Q.  Do  you  understand  that  that  has  all  been  issued?  A.  Xo, 
sir,  I  do  not  think  it  has  been  all  issued ;  I  do  not  think  so. 

Q.  Can  you  tell  about  how  much  of  it  has  been  issued  ?  A.  Xo, 
sir,  I  cannot  exactly;  Mr.  Reynolds  is  the  practical  working  man, 
managing  director  and  vice-president,  and  he  keeps  run  of  it  all ; 
I  cannot  tell. 

Q.  Can  you  tell  how  much  of  it  is  owned  by  yourself  ?  A.  Yes ; 
I  think  I  have  got  about  200  shares. 

Q.  Do  those  200  shares  stand  in  your  name  ?  A.  I  think  they 
do,  yes,  sir. 

Q.  Are  you  interested  in  whole  or  in  part  in  any  other  shares 
of  the  capital  of  this  company  ?    A.  Xo,  sir. 

Q.  That  do  not  stand  in  your  name  ?    A.  No,  sir. 

Q.  What  is  the  capital  stock  of  the  New  York  Electric  Lines 
Company?  A.  I  think  that  is  $5,000,000,  but,  as  I  say,  I  don't 
know  as  much  as  I  might;  I  am  only  connected  about  a  week. 

Q.  Do  you  know  how  much  of  that  has  been  issued?  A.  I 
think  it  has  all  been  issued. 

Q.  Do  you  know  what  it  was  issued  for  ?  A.  No,  sir,  I  cannot 
tell  you. 

Q.  Do  you  know  how  much  cash  the  company  received  for  its 
issue  ?    A.  No,  sir,  that  I  cannot  say ;  I  am  only  a  newcomer. 

Q.  You  are  not  very  familiar  with  the  business  of  either  com- 
pany, are  you  ?    A.  No,  sir,  I  am  in  the  steamboat  business. 

Q.  How  long  have  you  been  connected  with  the  State  Line 
Telephone  Company?    A.  Well,  five  or  six  years. 

Q.  In  what  capacity?  A.  Well,  I  was  a  director,  T  fruess  for 
three  or  four  years,  and  then  the  president  resided,  and  T  took 
his  place  temporarily,  and  I  have  just  stayed  there  since;  that 
must  be  some  three  or  four  years  ago. 

Q.  Have  you  been  president  three  or  four  years  ?     A.  Yes,  sir. 

Q.   And  you  were  a  director  for  three  or  four  years  prior  to 
that  time?     A.  Probablv  about  two  vears. 
.  Q.  So  that  you  have  been  connected  with  the  company  about 
six  vears?    A.  Yes,  sir. 

Q.  And  during  all  that  time  your  only  interest  has  been  as 
owner  of  200  shares  of  stock?     A.  Yes,  sir;  I  was  interested  as 
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and  was  in  the  New  York  and  Eastern  and  Brooklyn,  and  I  am  an 
independent  telephone  man  and  w^anted  to  join  the  people  in  pull- 
ing it  down  —  I  wanted  to  help  the  rest ;  that  was  my  object  in 
getting  in. 

Q.  You  still  keep  alive  the  Brooklyn  concern  as  a  corporation? 
A.  Yes,  sir,  we  are  still  alive. 

Q.  And  you  have  a  franchise  in  Brooklyn?  A.  Yes,  sir,  a 
franchise  in  Brooklyn. 

Q.  Entitling  you  to  do  a  general  telephone  business  ?  A.  Yes, 
sir. 

Q.  Build  subways  ?    A.  Yes,  sir. 

Q.  Conduits?    A.  Yes,  sir. 

Q.  And  set  poles  ?    A.  Yes,  sir. 

Q.  And  string  wires  in  the  air  ?    A.  Yes,  sir. 

Q.  What  is  the  capital  stock  of  the  Brooklyn  company?  A. 
$140,000. 

Q.  Has  that  all  been  issued  ?    A.  Yes,  sir. 

Q.  How  much  of  it  was  issued  for  cash  ?  A.  I  guess  the  whole 
of  it 

Q.  What  was  your  position  with  that  company?  A.  President 
of  it. 

Q.  Were  you  president  of  it  in  the  beginning?    A.  Yes,  sir. 

Q.  Don't  you  know  whether  it  was  issued  for  cash  or  not?  A. 
I  do  not  recall  it ;  it  was  some  years  ago ;  I  think  it  was. 

Q.  Is  that  as  strong  as  you  want  to  put  it?  A.*  That  is  as 
strong ;  it  is  a  long  time  ago. 

Q.  As  a  matter  of  fact,  wasn't  a  considerable  part  of  that  stock 
issued  for  good  will,  for  the  franchise  ?  A.  There  might  have  been 
some  of  it,  I  don't  know  how  much ;  I  don't  think  so,  though. 

Q.  Don't  you  think  that  a  majority  of  it  was  issued  for  the 
franchise?    A.  No,  T  don't  think  so. 

Q.  How  was  the  franchise  obtained?  A.  It  was  obtained  as 
you  usually  do  obtain  a  franchise,  through  the  board  of  aldermen. 

Q.  Was  it  granted  direct  to  the  company  or  to  individuals? 
A.  No,  I  think  we  were  incorporated;  I  think  I  was  president 
when  it  was  incorporated. 

Q.  You  think  the  franchise  was  granted  direct  to  this  com- 
pany ?    A.  I  think  so,  yes,  sir. 
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Q.  How  certain  are  you  of  that?  A.  I  am  quite  positive;  it 
seems  to  me  —  my  memory  is  pretty  good  on  that  —  I  think  it 
was  granted  to  this  company. 

Q.  How  much  did  the  company  spend  in  building  its  plant  in 
Brooklyn,  stringing  wires  and  installing  telephones?  A.  That  I 
cannot  tell  you  now. 

Q.  Well,  approximately  how  much?  A.  I  should  think  with 
the  legal  business  that  my  company  spent  probably  $50,000. 

Q,  That  went  for  law  business  ?    A.  A  good  deal  of  it. 

Q.  In  connection  with  the  obtaining  of  the  franchise  ?  A.  X6, 
sir,  we  went  to  the  C/Ourt  of  Appeals  with  it;  the  Bell  people 
brought  a  taxpayers'  suit  against  us  because  we  were  incorporated 
under  the  wrong  statute,  I  believe,  but  the  court  sustained  it 
nevertheless. 

Q.  IFow  much  was  spent  for  the  construction  of  your  physical 
plant  in  Brooklyn,  your  switchboard,  exchange  lines?  A.  That  I 
cannot  tell  you  now. 

Q.  Approximately  how  much?  A.  Probably  half;  probably 
$20,000,  T  should  judge,  or  $25,000. 

Q.  $20,000  to  $25,000  i    A.  T  should  judge  so. 

Q.  What  became  of  the  other  $65,000  that  was  paid  in  ?  A. 
That  T  cannot  tell  you. 

Q.  lias  the  company  still  got  it  ^  A.  Xo,  the  company  in  a 
measure  has  dissolved.     The  Great  Eastern  Company  absorbed  it. 

Q.  The  Great  Eastern  (vompany?     A.  Yes,  sir. 

Q.  Where  was  that  company  incorporated?  A.  In  South 
Dakota. 

Q.  Where  was  it  intended  to  operate?    A.  In  New  York. 

Q.   In  Xew  York  ?    A.  New  York  and  Brooklyn. 

Q.  Who  were  the  incorporators  of  that  company?  A.  M.r. 
Keynolds  —  I  cannot  recall  them ;  I  don't  know. 

Q.  Were  you  one  of  thenj  ?    A.  I  don't  think  I  was,  no,  sir. 

Q.  What  was  the  capital  stock  of  that  company?  A.  That  I 
cannot  tell  you;  I  think  $5,000,000. 

Q.  Can  you  tell  how  much  of  that  has  been  paid  in?  A.  No, 
sir,  T  don't  know  much  about  it;  I  have  stock  in  it,  but  I  do  not 
know  much  about  it. 

Q.  TTow  much  stock  have  you  in  the  Great  Eastern?  A.  I 
think  about  135  or  140  shnres. 
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Q.  Isn't  it  a  fact  that  the  capital  stock  of  the  Great  Eastern  is 
$25,000,000?  A.  I  don't  think  so;  I  am  not  positive,  but  I  do 
not  think  it  is. 

Q.  What  do  you  say  is  the  name  of  the  old  Brooklyn  company 
that  obtained  the  franchise?    A.  The  New  York  and  Eastern. 

Q.  Did  that  sell  out  to  the  Great  Eastern?  A.  Yes,  sir,  they 
exchanged  stock. 

Q.  How  much  stock  did  the  Kew  York  and  Eastern  obtain  in 
the  Great  Eastern?  A.  I  think,  I  do  not  recall  exactly  now,  a 
little  over  half  of  it,  I  think. 

Q.  The  New  York  and  Eastern  obtained  over  half  of  the  stock 
of  the  Great  Eastern?  A.  No,  the  Great  Eastern  obtained  a  little 
over  half  of  the  stock  of  the  New  York  and  Eastern. 

Q.  What  did  they  give  for  that?  A.  Exchanged  share  for 
share. 

Q.  That  is,  an  exchange  was  made  not  with  the  New  York  and 
Eastern  but  with  the  stockholders  of  the  New  York  and  Eastern? 
A.  Yes,  sir. 

Q.  So  that  the  stockholders  of  the  New  York  and  Eastern  gave 
np  their  stock  to  the  Great  Eastern  ?    A.  Yes,  sir. 

(J.  And  obtained  in  exchange  for  that  stock  of  the  Great 
Eastern?    A.  Yes,  sir. 

Q.  What  became  of  the  assets,  some  $65,000,  of  the  New  York 
and  Eastern  after  that  exchange  of  stock  took  place?  A.  I  can't 
tell  yon  anything  about  it ;  I  am  done  with  it. 

Q.  Who  could  tell  ?  A.  Mr.  Reynolds  probably  might  tell  you ; 
he  could  enlighten  you  better  than  I  could. 

Q.  Is  he  treasurer  of  the  New  York  and  Eastern  ?  A.  He  is 
president  of  the  Great  Eastern. 

Q.  Is  he  treasurer  of  the  New  York  and  Eastern?  A.  No,  I 
don't  think  so. 

Q.  Do  you  know  who  is  treasurer  of  the  New  York  and 
Eastern  ?    A,  No,  I  don't ;  T  have  lost  run  of  it. 

Q.  Do  you  know  who  is  president  of  the  New  York  and 
Kastern?  A.  Well,  no,  it  is  in  dispute,  I  guess,  who  is  president: 
1  could  not  tell  you. 

Q.  What  is  in  dispute  ?  A.  I  think  I  still  am ;  T  don't  know : 
it  would  be  for  the  courts  to  decide,  I  presume. 

Q.  You  think  you  are  still  president  ?    A.  I  think  so. 
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Q.  Who  thinks  you  are  not?  A.  People  that  have  got  part  of 
the  stock. 

Q.  Give  us  their  names  ?  A.  It  is  the  Bell  Telephone  Company, 
I  presume;  I  don't  know. 

Q.  You  don't  know  ?  A.  I  am  pretty  sure,  but  I  am  not  posi- 
tive. 

Q.  Where  is  the  stock  book  of  the  New  York  and  Eastern? 
A.  It  was  over  in  New  Jersey  the  last  I  saw  of  it. 

Q.  How  long  ago  did  you  see  it  ?    A.  It  was  two  years  ago. 

Q.  Whereabouts  in  New  Jersey  was  it  at  that  time  ?  A.  It  was 
in  a  trust  company  in  the  main  avenue  coming  up  from  the  ferry. 

Q.  What  is  the  name  of  that  trust  company  ?  A.  I  cannot  re- 
call ;  I  would  know  it  if  I  heard  it,  but  I  do  not  recall  it. 

Q.  What  was  the  occasion  of  your  seeing  that  stock  book  then  ? 
A.  They  were  discussing  and  disputing  the  control  of  the  stock;  it 
was  in  litigation. 

Q.  Who  were  taking  part  in  this  dispute  ?  A.  Well,  the  Great 
Eastern  Company  —  I  don't  know  who  it  was  on  the  other  side. 

Q.  Who  of  the  Great  Eastern  Company?  A.  Mr.  Reynolds  was 
the  principal  one. 

Q.  Who  was  he  disputing  with?  A.  He  was  disputing  with 
counsel  for  the  other  people ;  I  presume  it  was  the  Bell  Telephone ; 
I  am  not  positive. 

Q.  Who  was  that  counsel  ?  A.  I  do  not  recall  his  name  now ; 
I  could  tell  you  if  I  saw  him,  but  I  do  not  recall  his  name. 

Q.  Do  you  now  recall  the  name  of  that  trust  company  ?  A.  No, 
I  do  not. 

Q.  Was  the  trust  company  acting  as  trustee  ?    A.  Yes. 

Q.  Or  transfer  agent?    A.  Transfer  agent,  that  is  it. 

Q.  Was  it  the  Hudson  Trust  Company?  A.  No,  I  think  the 
Hudson  Trust  Company  is  down  close  to  the  ferry,  and  this  was 
further  up,  on  the  left-hand  side ;  Mr.  Evarts  was  the  secretary. 

Q.  Mr.  Evarts  ?    A.  Evarts,  yes,  sir. 

Q.  Evarts  or  Evans?    A.  E-v-a-r-t-s,  Evarts. 

Q.  Mr.  Evarts  was  secretary  of  the  trust  company  that  was  act- 
ing as  transfer  agent  for  the  stock  ?    A.  Yes,  sir. 

Q.  What  was  the  occasion  of  your  going  over  there  two  years 
ago?  A.  Well,  I  believe  we  wore  to  hold  a  meeting  and  discuss 
something  regarding  it. 
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Q.  You  believe  you  were ;  don't  you  know  you  were  ?  A.  Well, 
I  say  it  was  a  meeting ;  I  don't  know  exactly  what  it  was.  Maybe 
it  was  to  confer  with  some  lawyers  over  there.  I  am  not  positive. 
I  had  to  go  there  anyhow,  and  I  was  there. 

Q.  You  don't  know  whether  it  was  a  directors'  meeting  or  stock- 
holders' meeting  or  simply  a  conference  of  people  representing  the 
control  ?  A.  No,  I  think  it  was  a  dispute  between  the  people  who 
claimed  to  control. 

Q.  Do  you  know  who  owns  the  majority  of  that  stock: now? 
A.  I  think  the  Great  Eastern. 

Q.  Then  they  succeeded  in  the  disputes,  did  they  ?  A.  No,  it  is 
still  in  litigation,  as  T  understand  it. 

Q.  Has  there  been  an  action  tried  in  regard  to  it  ?    A.  Yes,  sir. 

Q.  When  was  it  tried?  A.  I  think  six  or  eight  months  ago; 
appealed  from. 

Q.  In  what  court  ?    A.  Over  in  New  Jersey. 

Q.  What  was  the  title  of  the  action  ?  A.  I  do  not  exactly  know 
the  title  of  the  action. 

Q.  Can  you  give  it  approximately  ?  A.  No.  The  other  people 
were  apparently  imder  cover,  and  all  they  had  was,  I  think,  the 
counsel's*  name,  or  some  individual's  name,  I  don't  recall  it. 

Q.  Who  was  the  suit  brought  against?  A.  I  think  Mr.  T.  A. 
Reynolds,  it  seems  to  me,  and  others,  something  in  that  form. 

Q.  Were  you  one  of  the  others  ?    A.  I  presume  I  was. 

Q.  Don't  you  know  whether  you  were  or  not  ?    A.  No,  sir. 

Q.  You  don't  know  whether  there  was  a  summons  and  complaint 
served  on  you?     A.  No,  sir. 

Q.  In  the  last  two  years?  A.  I  do  not  remember  that  there 
was;  no,  sir. 

Q.  Mr.  Millard,  your  disposition  is,  to  be  perfectly  fair  with 
the  Committee,  isn't  it?     A.  Most  assuredly  it  is. 

Q.  And  give  it  all  the  information  you  can  in  regard  to  the 
history  of  the  telephone  franchise?     A.  Yes,  sir. 

Q.  And  the  telephone  companies  and  the  telephone  business  in 
and  about  New  York  city  ?  A.  Anything  I  know  I  am  perfectly 
willing  and  anxious  to  tell  them. 

Q.  And  you  still  insist  that  you  don't  know  whether  you  were 
served  with  a  summons  and  complaint  in  an  action  brought  within 
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the  past  two  years?  A.  T  don't  know.  1  told  you  I  was  over 
there  and  it  is  still  in  litigation;  bnt  I  tell  you  that  Mr.  Reynolds 
can  tell  vou.  lie  is  the  active  man.  1  am  in  the  steamboat  busi- 
ness  and  not  in  the  telephone  business. 

Q.  Isn't  that  the  very  reason  why  your  attention  would  be 
attracted  by  the  service  of  a  summons  and  complaint  upon  you? 
Are  you  sued  so  frequently  that  one  or  more  less  wouldn't  attract 
your  attention?  A.  I  have  a  good  deal  of  litigation,  but  not  in 
that  line. 

Q.  Don't  you  think  vou  would  remember  if  you  had  been  served 
in  a  telephone  suit  ?  A.  Xo,  I  don't  think  so.  It  didn't  affect 
me  financially  that  I  could  see,  and  of  course,  it  didn't  touch  ray 
heart  as  deep  as  it  might. 

Q.  Your  heart  wouldn't  be  touched  anyway,  unless  your  pocket- 
book  was  touched  also?     A.  It  didn't  touch  the  pocketbook  then. 

Q.  Xow,  do  you  know  what  was  done  with  the  New  York  and 
Eastern  at  this  conference?  A.  Yes,  it  was  in  litigation  and  a 
dispute  and  a  harangue  — 

Q.  Can  you  be  more  definite  ?  A.  Well,  I  will  give  you  a 
definite  answer  if  I  can,  if  you  will  just  tell  me  what  you  want 
me  to  sav. 

Q.  Well,  you  are  an  obliging  witness?  A.  Well,  I  want  to 
be  so. 

Q.  Then,  to  be  perfectly  frank,  I  want  you  to  tell  the  truth? 
A.  That  is  all  I  can  remember.  It  is  still  in  litigation  over  in 
Xew  Jersey,  so  it  cmildn't  have  been  settled. 

Q.  You  are  president  of  the  company?  A.  Well,  I  claim 
that  I  am,  yes. 

Q.  And  as  chief  executive  oflicer  of  the  company  you  ought 
to  be  rather  familiar  with  its  affairs?  A.  That  is  all  right;  but 
I  am  not  recognizcMl  as  the  president,  and  it  is  in  a  foreign  state 
and  I  am  in  a  different  business. 

Q.  Who  refuses  to  recognize  you  —  Mr.  Reynolds  ?  A.  Oh, 
Mr.  Reynolds  has  always  recognized  me  and  claims  that  the  Great 
Eastern  controls  the  Xew  York  and  Eastern. 

Q.  Can  vou  tell  who  claims  that  it  does  not?  A.  If  you  will 
tell  me  1  will  tell  you.    I  think  it  is  the  Bell  Telephone  people. 

Q.  What  makes  you  think  so?  A.  Well,  T  talked  with  the 
men  they  had  there.     From  what  I  can  learn,  putting  this  and 


Xo.  38.]  .  215 

that  together,  the  Bell  were  behind  the  whole  thing;  but  they 
didn't  come'  to  the  front. 

Q.  Who  were  the  men  who  were  there?     A.  Mr.  Mildenberg. 

Q.  What  is  his  first  name?    A.  Samuel. 

Q.  Samuel  Mildenberg?    A.  Yes. 

Q.  Who  else?     A.  Mr.  Connolly. 

Q.  What  is  his  first  name?  A.  I  can't  tell  you  now  —  Mr. 
Connolly. 

Q.  Were  they  present?  A.  Xo,  sir;  they  were  witnesses  and 
claimed  to  be  stockholders. 

Q.  They  were  witnesses  on  this  litigation?     A.  Yes,  sir. 

Q.  And  that  was  at  the  time  of  the  trial,  about  eight  months 
ago  ?  A.  Xo ;  that  was  before  the  trial  when  they  were  trying 
to  thresh  it  out  without  a  trial. 

Q.  They  were  present  at  the  conference,  and  afterwards  were 
witnesses  in  the  litigation?  A.  Yes;  but  I  didn't  testify  in 
court,  I  simply  signed  some  affidavits. 

Q.  Yon  were  in  court  during  the  trial  ?  A.  Xo,  I  was  not ; 
no,  sir. 

Q.  Have  yon  seen  the  record  of  the  trial  ?  A.  I  have  not ;  no, 
sir. 

Q.  How  do  yon  know  that  those  people  were  witnesses  at  the 
trial?  A.  I  say  they  were  witnesses  at  that  trial.  They  were 
there. 

Q.  They  were  present  at  the  conference  ?    A.  Yes,  sir. 

Q.  What  did  they  sav  to  vou  about  the  matter?  A.  Well,  we 
laughed  and  talked  and  I  asked  them  what  brought  them  there 
and  they  told  me  one  thing  or  another. 

Q.  Tell  us  what  any  of  them  told  you?  A.  Well,  I  don't 
recall  exactly  now  any  particular  thing. 

Q.  If  you  can't  tell  one  thing  tell  another.  You  said  they 
told  you  one  thing  or  another?  A.  I  can't  recall  it  now;  I  did 
know  at  that  time. 

Q.  What  was  the  result  of  that  conference?  A.  Well,  we 
couldn't  agree,  and  they  agreed  to  disagree  and  thresh  it  out  in 
the  court  afterwards.     I  didn't  go  there. 

Q.  What  did  they  want  you  to  agree  to?  A.  Well,  there  was 
a  dispute  as  to  the  claims  for  the  different  shares.  Some  of  the 
shares  were  in  dispute,  as  also  were  some  of  the  signatures. 
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Q.  That  applied  to  how  many  shares?  A.  Well,  on  the  start 
there  were  400,  and  then  they  got  down  to  fifteen. 

Q.  Down  to  fifteen  shares?  A.  No,  they  got  down  to  thirty,  I 
think. 

Q.  So  that  finally  the  only  dispute  at  that  conference  was  in 
regard  to  the  ownership  of  thirty  shares  of  stock  of  the  New  York 
and  Eastern  Telephone  Company  ?  A.  Yes,  about  thirty  shares. 
Well,  no,  that  conference  didn't  result  in  much  of  anything.  We 
threshed  it  out  in  court.  They  claimed  there  were  400  shares  in 
dispute  and  the  court  decided  that  there  were  not  400  in  dispute 
but  that  they  were  all  right. 

Q.  Has  the  case  been  decided  ?    A.  No ;  it  has  been  appealed. 

Q.  It  was  decided  in  the  trial  court?  A.  It  was  decided  in 
favor  of  the  Great  Eastern,  in  the  trial  court.  Then  there  was  a 
dispute  as  to  fifteen  shares  which  was  decided  against  the  Great 
Eastern  as  I  understand  it. 

Q.  And  that  appeal  is  now  pending?     A.  Yes,  sir. 

Q.  In  what  court?  A.  Well,  in  one  of  the  courts  of  New 
Jersey. 

Q.  You  don't  know  what  court  it  is  ?    A.  No,  sir,  I  do  not. 

Q.  Well,  now,  can  you  tell  us  anything  about  the  assets  of  the 
New  York  and  Eastern  Telephone  Company?  A.  No,  sir,  not 
to-day.    It  is  some  years  ago. 

Q.  Can  you  to-morrow?    A.  No,  sir,  I  could  not. 

Q.  Is  there  any  way  that  you  could  inform  yourself?  A. 
There  is  none;  no,  sir. 

Q.  Do  you  know  the  name  of  the  secretary  of  that  company? 
A.  Not  now;  I  don't  know  who  claims  to  be  secretary. 

Q.  Do  you  know  who  is  secretary  ?    A.  I  do  not ;  no,  sir. 

.Q.  Do  you  know  who  is  treasurer  ?    A.  No,  sir. 

Q.  Do  you  know  who  claims  to  be  treasurer?  A.  No,  I  do 
not;  I  have  seen  the  name,  but  I  have  forgotten. 

Q.  Do  you  know  who  is  vice-president?  A.  I  don't  know  any- 
thing further  about  it  now.  We  are  battling  it  out  in  the  State 
of  New  Jersey,  or  the  Great  Eastern  is. 

Q.  That  is  perfectly  clear  that  you  are  fighting  it  out  in  New 
Jersey.  Do  you  know  the  name  of  any  director  of  the  company? 
A.  I  do  not;  no,  sir.  I  just  say  I  don't  know  anything  more 
about  it.    T  still  claim  that  I  am  president. 
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Q.  And  you  are  willing  to  claim  that  to  your  dying  day,  I 
suppose  ?  A.  I  most  assuredly  will  unless  the  courts  decide  other- 
wise. 

Q.  Do  you  know  where  any  of  the  books  of  the  company  are 
kept  ?  A.  I  don't  know.  The  last  time  I  saw  them  they  were  over 
there  in  the  trust  company. 

Q.  Were  all  the  books  there  ?  A.  Well,  there  was  a  stock  book 
and  the  ledger. 

Q.  That  is  the  stock  ledger?  A.  Stock  ledger  and  the  stock 
book.    I  guess  that  comprises  pretty  much  all  the  books. 

Q.  Wasn't  there  any  general  ledger  of  the  company  ?  A.  Well, 
there  may  have  been;  I  won't  be  positive. 

Q.  Was  there  any  book  showing  the  cash  transactions  of  the 
company  —  cash  accounts  ?  A.  I  don't  think  there  was.  I  don't 
recall  it. 

Q.  Was  there  such  a  book  in  existence?  A.  Oh,  there  must 
have  been,  yes.    It  seems  to  me  I  have  seen  the  book  in  existence. 

Q.  Any  idea  where  it  was  at  that  time  ?  A.  No.  The  last  time 
I  saw  it  was  in  Mr.  Benne,  the  lawyer's  office  over  here  in  Cham- 
bers street. 

Q.  Mr.  who  ?    A.  Mr.  Benne,  the  lawyer. 

Q.  What  is  his  first  name?  A.  E.  H.  Benne,  I  think  it  is  — 
B-e-n-n-e. 

Q.  He  has  an  office  in  Chambers  street  ?    A.  Yes,  sir. 

Q.  Did  that  book  that  you  saw  in  his  office  also  show  the  con- 
struction account  of  the  company  ?  A.  .1  don't  recollect  now.  I 
think  it  was  a  book  they  kept  the  disbursements  and  receipts  in. 

Q.  Do  you  know  whether  or  not  the  company  has  a  bank  account 
in  its  own  name?  A.  I  don't  know  anything  about  it  now  as 
regards  the  bank  account. 

Q.  Did  you  ever  know  of  its  having  a  bank  account  ?  A.  Oh, 
yes,  we  had  a  bank  account  there. 

Q.  How  long  ago  ?  A.  Oh,  that  is  twelve  years  ago  —  before 
I  came. 

Q.  Before  you  were  president?  A.  No,  I  was  president  when 
we  organized  it. 

Q.  Do  you  know  that  it  had  a  bank  account  twelve  years  ago? 
A.  I  think  it  was  probably  as  long  as  that  they  had  a  bank  account. 
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Q.  Do  you  know  when  that  account  was  closed  out?  A.  I 
couldn't  tell  you;  no,  sir. 

Q.  Do  you  know  that  it  has  been  closed  out?  A.  Oh,  I  pre- 
sume it  has. 

Q.  Do  you  know  who  was  treasurer  of  the  company  at  that 
time  ?    A.  Yes  sir,  Mr.  Ross  was  treasurer. 

Q.  Who?     A.  Mr.  Ross;  James  R.  Ross. 

Q.  Where  is  he  ?    A.  He  is  in  Brooklyn. 

Q.  Brooklyn  ?     A.  Yes,  sir. 

Q.  You  don't  know  his  address  ?  A.  I  don't  know ;  he  is  in  the 
brownstone  business. 

Q.  How  long  since  he  has  been  connected  with  the  company? 
A.  Oh,  I  don't  think  he  has  been  connected  with  the  company  in 
seven  or  eight  years.  He  turned  his  stock  into  the  Great  Eastern 
the  same  as  I  did. 

Q.  When  you  were  doing  business  in  Brooklyn  you  kept  a 
regular  bank  account?     A.  Yes,  I  think  we  did. 

Q.  Do  you  remember  with  what  bank?  A.  Xo,  I  do  not.  I 
don't  remember  what  bank  it  was. 

Q.  Was  your  signature  necessary  to  draw  money  from  the 
bank?  Did  you  countersign  checks?  A.  Xo,  I  don't  think  so; 
I  am  not  positive  but  I  don't  think  so.  I  think  we  had  a  general 
manager  sign  checks. 

Q.  The  general  manager  signed  them?  A.  I  think  he  did; 
yes.     He  was  treasurer  and  general  manager. 

Q.  Did  he  sign  as  treasurer  or  general  manager  ?  A.  I  think  he 
signed  as  treasurer.  It  may  have  been  that  I  signed  them,  but 
I  don't  recall  it. 

Q.  You  don't  remember  as  to  that  ?  A.  No,  sir,  I  don't  re- 
member exactly. 

Q.  You  think  vou  have  told  the  Committee  all  you  know  of 
the  telephone  business  o*f  those  companies^  A.  I  think  I  have 
told  them  all  that  is  vital  or  valuable  that  I  know;  that  is  vital 
or  valuable. 

Q.  Do  you  know  anything  else  that  you  haven't  told  ?  A.  No, 
sir,  T  do  not.     I  am  not  a  practical  telephone  man. 

Q.  I  don't  recall  that  you  gave  the  date  of  the  incorporation  of 
the   Great  Eastern   Telephone   Company  of  South   Dakota.      A. 
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Xo;  I  couldn't  tell  you  exactly.    I  should  say  thoy  were  incorpo- 
rated about  five  years  ago. 

Q.  Do  you  know  that  there  is  a  Great  Eastern  Company  in- 
corporated in  the  State  of  Xew  York?  A.  Yes,  T  think  there  is, 
come  to  think  of  it.     I  think  there  is. 

Q.  I  couldn't  ^et  your  answer  ?  A.  1  think  so,  come  to  think 
of  it.     I  thiuk  there  is  a  Great  Eastern  corporation. 

Q.  You  think  there  is  a  Great  Eastern  incorporated  in  the 
State  of  Xew  York?    A.  T  think  there  is. 

Q.  Do  you  think  it  is  controlled  by  the  same  interests  that 
control  the  Great  Eastern  of  South  Dakota  ?    A.  Yes,  T  think  it  is. 

Q.  Don't  you  know  it  is?    A.  T  am  quite  positive  it  is. 

Q.  That  is  as  strong  as  you  want  to  put  it?    A.  Yes. 

Q.  Are  you  a  shareholder  of  the  Great  Eastern  of  Xew  York  ? 
A.  Xo,  I  don't   think  so. 

Q.  Don't  you  know  whether  you  are  or  not?  A.  Xo,  I  do 
not. 

Q.  What  is  the  capital  stock  of  the  Great  Eastern  Telephone 
and  Telegraph  Company  of  Xew  York?  A.  You  ask  me  too 
much.    It  seems  to  me  it  is  a  million  dollars. 

Q.  Do  you  know  whether  any  of  it  has  been  paid  in  or  not? 
A.  I  don't  know  anything  much  about  it;  no,  sir. 

Q.  Do  you  know  whether  any  of  the  stock  has  been  issued  or 
not  ?     A.  Xo,  sir,  I  do  not. 

Q.  Are  you  an  officer  of  that  company?  A.  Xot  that  I  know 
of;  no,  sir. 

Q.  Would  you  know  if  you  were  ?  A.  Well,  no,  1  don't  think 
that  I  would. 

Q.  Xot  necessarily?     A.  Xo,  sir. 

Q.  You  are  an  officer  of  so  many  telephone  companies  that  it 
is  impossible,  I  suppose,  for  you  to  remember  just  which  ones 
vou  are  an  officer  of  and  which  ones  vou  are  not?  A.  I  won't 
answer  that  way.  I  am  interested  in  so  many  commercial  things 
where  there  is  monev  in  them  that  I  take  interest  in  them  and 
I  don't  bother  with  the  telephone  companies. 

Q.   There  isn't  any  money  in  the  telephone  business  ?     A.  Xo, 
I  haven't  found  any. 
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Q.  Has  there  ever  been  any  money  in  the  telephone  business  so 
far  as  you  have  been  connected  with  it  ?  A.  Not  to  my  knowledge ; 
no,  sir. 

Q.  But  you  are  still  very  much  interested  ?  A.  Most  assuredly 
I  am  just  as  earnest  and  would  be  as  active  as  ever  if  I  had  an 
opportunity.  • 

Q.  Tour  interest  is  an  interest  of  heart,  in  that  case?  A. 
Most  assuredly  it  is  an  interest  of  heart.  I  will  drop  the  steam- 
boat business  to-morrow  and  join  the  crowd  that  is  battling  the 
common  enemy  if  you  show  me  any  living  show  to  accomplish 
anything. 

Q.  Who  is  the  common  enemy?  A.  The  institution  that  is 
doing  business  in  this  city  to-day. 

Q.  There  are  several  doing  business  ?  A.  No,  sir ;  there  is  only 
one  doing  business. 

Q.  You  are  referring  now  particularly  to  the  telephone  busi- 
ness, I  suppose?    A.  Excuse  me? 

Q.  You  are  referring  now  particularly  to  the  telephone  busi- 
ness, I  suppose  ?     A.  That  is  it  —  to  the  telephone  business. 

Q.  And  you  are  referring  to  the  New  York  Telephone  Com- 
pany?   A.  Most  assuredly  I  am. 

Q.  That  is  doing  business  here?  A.  Yes,  sir;  that  is  just  who 
I  refer  to. 

Q.  You  don't  refer  to  the  American  Telephone  and  Telegraph 
Company?    A.  No,  sir. 

Q.  You  don't  consider  that  company  as  the  common  enemy  of 
your  company?    A.  No,  sir. 

Q.  Or  of  man  ?    A.  No,  sir. 

Mr.  Page:  What  time,  Mr.  Chairman,  are  we  going  to  take  a 
recess  ? 

Chairman  Davis:  We  will  go  on  until  1  o'clock. 

Q.  Will  you  tell  the  Committee  why  you  are  so  anxious  to  go 
into  the  telephone  business  if  it  is  not  profitable?  A.  I  am  not 
anxious  to  go  into  the  telephone  business,  and  I  think  it  is  profit- 
able. 

Q.  You  think  it  may  become  profitable?  A.  I  think  it  may 
become  profitable;  yes,  sir. 

Q.  It  is  not  because  of  any  sentimental  reason  ?  A.  Assuredly 
not. 
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Q.  That  you  want  to  fight  the  New  York  Telephone  Company  ? 
A.  No,  sir;  no  sentimental  business. 

Q.  It  is  for  the  sake  of  making  money  out  of  this  territory? 
A.  Yes,  sir. 

Q.  You  regard  this  territory  of  Greater  New  York  as  one  that 
would  be  productive  of  great  profit?    A.  Yes,  sir. 

Q.  Do  you  think  the  profits  would  be  as  large  to  your  com- 
pany as  they  have  been  to  the  New  York  Telephone  Company? 
A.  No,  sir ;  I  don't  think  so. 

Q.  Why?  A.  Because  they  have  the  ground  —  a  monopoly. 
You  give  me  the  steamboat  business  and  let  me  be  the  only  one 
in  charge  of  what  I  please  and  do  as  I  please,  and,  of  course,  the 
other  fellow  wouldn't  have  the  same  show. 

Q.  Which  do  you  think  is  the  better  —  a  monopoly  of  the  tele- 
phone business  or  regulation  of  competition?  A.  Well,  now  I 
think  —  T  think  the  independent  people  should  have  a  show.  They 
don't  want  any  regulation.  There  is  too  much  regulation.  We  can 
paddle  our  own  canoe  and  battle  our  own  battle.  Just  let  us 
alone. 

Q.  Do  you  regard  the  public  as  having  any  interest  in  the 
question?  A.  Most  assuredly  I  do.  You  have  got  to  get  the 
public  as  your  friend  or  you  can't  be  successful  in  any  business; 
but  if  you  give  me  a  monopoly,  and  the  public-be-damned  style, 
then,  of  course,  the  public  have  got  to  accept  what  they  get. 

Q.  And  if  there  is  opposition  you  think  the  prices  would  be 
brought  down  ?  A.  Most  assuredly  I  do.  I  was  here  when  there 
was  opposition. 

Q.  If,  after  the  opposition  was  established,  there  should  be  a 
combination  between  the  two  companies,  would  the  prices  again 
go  up  ?    A.  I  don't  think  they  would ;  no,  sir. 

Q.  You  don't  think  they  would  with  opposition?  A.  No,  sir; 
I  don't  think  so. 

Q.  Have  prices  ever  gone  up  in  the  telephone  business  as  far 
as  you  know?  A.  Most  certainly  they  have.  I  had  the  Law 
Telephone  Company  for  years.  There  were  two  telephone  com- 
panies here  when  I  had  telephones  —  the  Law  and  the  Metro- 
politan. We  had  no  trouble  getting  along ;  I  paid  $8  a  month  for 
unlimited  service. 
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Q.  What  was  the  name  of  those  companies  ?  A.  The  Law 
Telephone  Company.     There  wore  two  companies  here. 

Q.  And  what  was  the  other  company  ?  A.  The  Aletropolitan, 
thev  called  it. 

Q.  What  happened  to  those  two  companies?  A.  They  ran 
along  for  a  few  years  and  the  Bell  gobbled  the  other  two  fellows 
up. 

Q.  So  there  was  a  combination  of  the  two  companies?  A. 
Yes,  sir. 

Q.  That  is,  in  fact,  there  was  a  combination  ?  A.  They  charged 
us  $8  a  month  and  they  combined  and  charged  us  $12.50  a  month 
—  $150  a  year. 

Q.  That  is,  the  price  went  up  after  the  combination  ?  A.  Yes, 
sir. 

Q.  W^hat  makes  you  think  that  there  would  be  a  putting  up  of 
prices  if  there  was  no  combination  ?  A.  Jiecause  I  don't  think  you 
can  fool  the  people  another  time.  You  get  two  companies  here,  an 
honest  fair  rate,  and  you  can't  fool  the  people  again.  It  was  a 
monopoly  then.     It  was  a  patented  right  and  they  held  on  to  it. 

Q.  Weren't  the  Law  people  using  a  patented  device?  A.  ISTo, 
I  don't  think  so,  not  at  that  time.     They  were  running  — 

Q.  How  long  ago  was  this?     A.  Twenty-five  years  ago. 

Q.  Had  the  patents  of  Prof.  Bell  expired  at  that  time  — ■  the 
basic  patents?  A.  Xo,  I  don't  know  how  it  was.  The  Law  was 
doing  business  and  a  splendid  system  of  telephoning  they  had,  too. 
We  had  no  trouble  at  that  time  with  the  Law  telephone. 

Q.  You  think  that  if  there  was  oppositi(m  now  there  could  be 
no  more  combination  ?  A.  Well,  I  wouldn't  put  it  as  strong  as 
that.  You  might  combine  and  work  together  but  an  opposition 
would  reduce  rates.  That  is  the  only  thing  that  will  reduce 
rates.  And  then  got  it  down  to  a  fair  honest  basis  and  you  can 
combine  and  fool  all  the  people  aiul  raise  it  up.  That  was  done 
once,  and  it  won't  be  done  again,  in  my  judgment. 

Q.  You  don't  think  it  is  possible  to  fool  all  the  people,  do  you? 
A.  Lincoln  said  they  fooled  them  sometimes  but  not  all  the 
time. 

Q.  Xot  all  the  time?     A.  No. 
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Q.  Of  course,  if  your  company  should  get  in  here  and  start 
in  the  tele))hone  business  yon  think  you  would  bring  the  prices 
down  by  that  service  ?    A.  We  would  have  to  bring  them  down. 

Q.  And  you  think  that  you  wouldn't  combine  with  the  New 
York  Telephone  Ctur]  any?  A.  I  dftn't  think  they  would.  Ad- 
mitting they  did,  they  never  could  raise  the  price  again. 

Q.  Why  i  A.  Because  you  can't  fool  the  people  a  second  time. 
People  are  growing  practical  and  enlightened  and  you  can't  raL*%e 
them  beyond  reason  and  justice. 

Q.  They  are  raising  the  price  at  the  present  time  in  some 
places?     A.  In  what  respect? 

Q.  In  relation  to  the  prices  charged  exchange  subscribers?  A. 
They  may,  because  they  are  the  only  telephone  company. 

Q.  That  happens  where  there  is  opposition,  doesn't  it?  A. 
It  may,  up  in  some  small  place  where  there  are  small  companies. 

Q.  What  do  you  mean  by  a  smaller  place?  How  large  a  town 
would  you  call  a  small  place?  Half  a  million  inhabitants?  A. 
No. 

Q.  One  of  200,000  inhabitants?    A.  Say  50,000. 

Q.  Do  you  know  of  any  place  of  over  50,000  inhabitants  where 
the  telephone  business  is  controlled  by  two  opposing  companies  and 
the  rates  have  been  raised  recentlv  ?    A.  Xo,  I  do  not. 

Q.  Von  wouldn't  say  that  there  was  such  a  place,  would  you? 
A.  Oh,  no.    I  hear  of  them  in  our  office,  but  I  don't  recollect  them. 

Q.  You  wouldn't  say  there  wasn't  such  a  place  in  the  State 
of  Xew  York,  would  you  i  A.  Xo,  not  just  now.  There  are  900 
companies  or  more  in  the  State  of  Xew  York,  but  I  don't  recollect 
just  now  although  I  have  heard  it. 

Q.  Can  you  tell  about  what  the  cost  would  be  of  installing  the 
independent  lines  in  Xew  York  city  (     A.  Xo,  sir. 

Q.  Xo  idea  with  regard  to  that?  A.  Xo,  that  is  too  broad  a 
question  for  me. 

Q.  You  haven't  heard  that  talked  over  in  directors'  meetings? 
A.  Yes,  I  have  heard  the  engineers  talking  it  over. 

Q.  You  couldn't  tell  anything  al>out*  it?     A.  X^o. 

Q.  You  couldn't  tell  whether  it  was  one  million  or  one  hundred 
million  ?     A.  It  would  not  be  one  hundred  million. 

Q.  Would  it  be  fifty  millions  i  A.  Well,  I  think  it  might  cost 
thirty  million  dollars  to  establish  it. 
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Q.  About  thirty  million?     A.   1  think  so. 

Q.  Kow,  if  that  independent  system  was  installed  at  an  ex- 
pense of  thirty  million  dollars  you  would  expect  to  get  dividends 
from  your  capital,  wouldn't  you?     A.  Yes,  sir. 

Q.  You  would  also  pay  certain  maintenance  charges  ?  A.  Yes, 
sir. 

Q.  You  would  charge  off  certain  sums  to  depreciation  every 
year?    A.  Yes,  sir;  that  is  good  business. 

Q.  You  would  have  large  operating  expenses  to  pay?  A.  Yes, 
sir. 

Q.  Where  would  you  get  the  money  to  pay  those?  A.  Where 
would  w^e  get  it? 

Q.  Yes.  A.  Well,  you  reduce  the  telephone  rates  and  you 
will  get  probably  pretty  near  three  times  as  many  telephone  sub- 
scribers as  you  have  got  in  the  city  of  New  York  to-day  and  in 
Brooklyn. 

Q.  I  would  be  glad  to  reduce  the  rates  if  I  could.  A.  You  get 
good,  square,  honest  methods  and  you  will  soon  see  the  rates  go 
down. 

Q.  Xow,  if  you  will  answer  the  question  I  asked  you  we  wull 
go  on?    A.  All  right,  sir,  I  will  try  to. 

Q.  Where  would  you  get  the  money  to  pay  the  operating  ex- 
penses?    A.  We  would  get  it  from  the  subscribers. 

Q.  The  people  would  pay  it,  would  they  ?  A.  The  people  would 
pay  it;  yes,  sir. 

Q.  The  people  are  paying  now  to  the  Bell  Company  and  the 
New.  York  Telephone  Company  their  operating  expenses?  A. 
Yes,  sir. 

Q.  Their  maintenance  ?    A.  Yes,  sir. 

Q.  And  their  depreciation?     A.  Yes,  sir. 

Q.  They  are  also  paying  dividends?  A.  Ye?,  sir;  I  believe 
they  are. 

Q.  And  do  you  understand  that  they  are  also  paying  in  a  sur- 
plus to  the  treasury  of  the  company  ?  A.  I  have  no  doubt  they 
are. 

Q.  That  is  generally  understood,  isn't  it?  A.  Oh,  I  think  — 
I  don't  think  the  ])ubli('  know  how  much  they  nuike. 
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Q.  Now,  isn't  it  possible  for  one  system  to  serve  the  people, 
80  far  as  the  actual  service  is  concerned  —  can  one  company  do 
it?    A.  I  presume  one  company  could;  yes. 

Q.  Couldn't  one  company  do  it  cheaper  than  two?  A.  Well, 
they  might,  possibly,  if  they  wished ;  but  how  can  one  — 

Q.  Never  mind  that  A.  You  let  me  tell  you  the  text  and  then 
don't  quote  the  text  to  me.  There  is  four  million  people  outside 
of  the  city  of  Xew  York  that  would  like  to  get  into  New  York, 
probably,  but  they  can't  do  it  while  the  Bell  telephone  is  here  — 
independent  people. 

Q.  I  haven't  a  doubt  of  that.  They  can't  get  in  through  inde- 
pendent lines  unless  the  independent  lines  are  here  ?    A.  No,  sir. 

Q.  If  you  will  now  answer  the  question  —  couldn't  one  com- 
pany do  it  cheaper  than  two?  A.  I  have  no  doubt  they  could  if 
they  wished  to. 

Q.  If  the  people  were  charged  for  the  stock  of  two  systems  they 
would  have  to  pay  more  in  order  to  cover  operating  expenses, 
interest  on  the  investment,  maintenance  and  depreciation  than 
they  would  if  there  was  only  one  company  ?  A.  Well,  no ;  I  don't 
think  they  would. 

Q.  You  want  to  change  your  opinion  on  that?  A.  No,  I 
don't  think  they  would.  There  is  plenty  of  room  here  for  a  com- 
peting company. 

Q.  I  am  nor  saying  that  there  isn't.  I  am  not  saying  that  the 
two  companies  wouldn't  bring  the  rates  down  to  a  lower  figure 
than  one  company  alone,  unhampered  in  any  way  in  the  matter  of 
rates.  But  what  I  am  asking  is,  if  one  company  couldn't  do  the 
business,  if  it  were  so  inclined,  at  a  lower  charge  than  two  com- 
panies could  ?     A.  I  think  it  could ;  yes. 

Q.  And  wouldn't  it  be  a  more  satisfactory  business,  or  couldn't 
it  do  a  more  satisfactory  business  for  its  subscribers  generally  than 
two  companies  ?  A.  Yes,  sir.  In  one  sense  it  could  and  another 
it  couldn't. 

Q.  In  what  sense  could  it  ?  A.  The  business  is  so  vast  here 
that  it  needs  two  companies.  One  system  can't  do  justice  to  the 
people  alid  do  it  all. 

Q.  In  what  sense  couldn't  it  be  better?  A.  Because  the  busi- 
ness is  so  vast  here  that  it  takes  such  a  large  company,  I  don't 
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think  they  can  get  it  clown  to  the  basis  of  giving  the  service 
that  two  companies  could,  where  there  is  competition.  I  think 
the  people  would  get  more  if  there  were  two  companies  than  if 
there  were  one. 

Q.  Xo  one  subscriber  could  get  the  advantage  of  communi- 
cating w^ith  all  the  telephone  subscribers  if  there  was  opposition, 
unless  they  had  both  phones,  could  they  ?  A.  No,  sir ;  they  would 
have  to  have  both  phones  I  presume. 

Q.  Do  you  think  with  opposition  or  competition  in  the  tele- 
phone business  here  that  a  subscriber  could  have  both  phones  for  a 
less  price  than  he  pays  now  for  one?     A.  I  think  so. 

Q.  How  much  less?  A.  Well,  I  don't  know  how  much  less; 
but  I  think  less. 

Q.  Well,  about  how  much  ?  If  you  have  gone  so  far  in  studying 
it  as  to  be  of  the  opinion  that  it  costs  less,  you  must  be  of  some 
impression.  A.  You  are  asking  me  a  broad  question  and  I  told 
you  I  was  only  a  layman ;  but  I  think  15  to  20  per  cent,  les.s. 

Q.  How  much  ?     A.  Fifteen  to  20  per  cent.  less. 

Q.  What  is  the  charge  for  telephones  in  Xew  York  now,  for 
a  business  phone  with  unlimited  service,  or  isn't  there  such  a 
thing?     A.  Well,  there  isn't  such  a  thing  that  I  know  of. 

Q.  That  is,  it  isn't  possible  for  a  business  house  in  Xew  York 
to  subscribe  to  the  Xew  York  Telephone  Company  for  its  service 
and  obtain  unlimited  service  at  a  fixed  rate  i    A.  1  don't  think  so. 

Q.  That  is,  there  is  a  limit  to  the  number  of  calls  that  they 
can  make,  and  after  that  they  must  pay  so  much  per  call  ?  A.  So 
much  per  call;  and  that  doesn't  amount  to  anything.  You  have 
to  have  a  dozen  possibly.  They  put  a  little  machine  in  on  yorr 
desk  and  one  there,  here  and  there,  and  the  first  thing  yoa  kno" 
jour  bills  are  up  40  per  cent. 

Q.  What  do  you  refer  to  as  a  little  machine?  A.  Those  lit'-? 
.^esk  telephones. 

Q.  You  are  referring  to  the  desk  telephone  ?  A.  Yes,  we  have 
a  little  battery  and  the  telephone  in  the  corner  and  every  clerk 
in  the  office  has  a  telephone  and,  of  course,  they  are  all  glad  to 
get  them  and  somebody  has  got  to  pay  for  them  and  the  Bell  puts 
them  in  and  clears  out  and  sends  you  the  bill. 

Q.  How  many  telephones  have  you  in  your  office?  A.  We 
have  four. 
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Q.  Can  you  tell  about  what  those  cost  per  year?  A.  Oh^ 
no;  I  don't  dispute  —  I  dispute  them  and  then  pay  them.  I. 
don't  know  what  they  cost  us.    They  cost  more  than  they  ought  to.. 

Q.  What  are  the  bills  rendered  for  before  you  dispute  them? 
A.  Oh,  well,  what  they  were  to  cost  and  what  they  do  cost  is> 
of  course,  a  good  deal  of  difference. 

Q.  Can  you  tell  what  they  were  to  cost  you?  A.  Yes,  they 
were  to  cost  us  about  $28.  Originally  I  paid  $8  for  the  Law 
telephone;  not  so  many  subscribers,  but  that  is  what  it  was,  $8  a 
month.  Now  we  pay  $20  a  month  and  so  much  per  message.  I 
don't  know,  I  don't  dispute  it,  nobody  disputes  it  any  more,  they 
pay  their  bills.  ^  'J^^^ 

Q.  That  is,  there  is  no  use  to  dispute  it  ?    A.  No.  , 

Q.  Why  ?     A.  Well,  what  is  the  use  ?     There  is  nowhere  else  - 
to  go.    You  may  as  well  be  pleasant  and  go  up  and  pay  it.     If 
it  is  five  or  ten  dollars  probably  they  do,  or  they  swear  at  it  and 
then  send  the  monev.     What  are  thev  to  do? 

Q.  You  might  do  without  the  telephone?  A.  You  couldn't 
do  without  it.     It  has  got  to  be  a  necessity  now. 

Q.  Do  you  think  regulation  of  rates  by  Commission  would 
improve  the  system  at  all?  A.  Kegulation  by  a  Commission 
would  just  reduce  it  a  good  deal  or  might  where  there  is  only  one 
telephone,  a  monopoly,  but  let  us  get  an  independent  system  in 
here  and  they  will  battle  one  another.  You  won't  want  anything 
to  regulate  it  then. 

Q.  What  we  are  trying  to  get  at  is  whether  regulation  by 
Commission  would  improve  the  present  situation?  A.  It  -.vould 
right  here  in  New  York;  but  in  the  State  I  don't  think  it  *:"ould. 

Q.  It  might  improve  the  service  here?  A.  There  is  only  one 
telephone  company,  and  if  we  go  to  pay  our  bills  if  the;"  arf: 
unfair,  we  could  report  to  the  Commission.  Now,  we  s\T^.;r  :; 
little  and  go  back  and  mail  a  check.    They  don't  even  come  after  it. 

Q.  Do  you  think  it  would  benefit  anv  in  the  matter  of  lower 
rates  if  there  was  a  Commission  that  had  control  of  that  matter  — 
that  it  would  lower  the  rates  of  the  company  ?  A.  Most  assuredly 
it  would  here.  I  think  the  rates  are  unjustly  high  in  New  York 
city  and  Brooklyn. 

Q.  That  would  help  here?     A.  That  would  help  here. 
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Q.  So  far  as  the  State  of  New  York  is  concerned,  do  you  know 
of  any  place  that  is  suffering  more  than  New  York?  A.  No,  I 
do  not.  You  don't  hear  much  from  the  State  of  New  York.  You 
only  hear  it  down  in  these  big  cities. 

Q.  The  trouble  is  all  in  New  York  and  Brooklyn?  A.  I  take 
it  from  what  I  know  of  it. 

Q.  Now,  going  back  to  the  State  Line  Telephone  Co.,  do  you 
n^now  where  that  company  was  incorporated  ?  A.  In  the  State  of 
New  York. 

Q.  Is  there  another  company  incorporated  in  South  Dakota 
known  by  the  same  name?  A.  I  think  there  is;  I  am  not  posi- 
tive as  to  that.     I  think  there  is.     I  don't  know  sure. 

Q.  So  far  as  you  know  does  the  State  Line  Telephone  Company 
of  South  Dakota  do  any  business  in  N  ew  York  State  ?  A.  They 
are  not  doing  any  now. 

Q.  Were  they  incorporated  to  do  business  in  New  York  State? 
A.  The  object  was  to  do  business,  I  think,  in  New  York  City. 

Q.  Do  you  know  anything  about  an  offer  that  was  made  by  the 
State  Line  Telephone  Co.  of  South  Dakota  to  subscribe  for  stock 
of  the  State  Line  Telephone  Co.  of  New  York,  or  to  subscribe  for 
bonds  ?  A.  I  don't  recall  it.  There  was  so  much  done  there  that 
I  couldn't  recall  it. 

Q.  To  what  in  particular  do  you  refer?  You  say  there  was 
€0  much  done.  Where?  A.  There  are  so  many  telephone  meet- 
ings and  conferences  and  one  thing  or  another.  There  is  no 
money  in  it  for  me,  and  I  am  in  an  active  steamboat  business. 
There  is  where  I  make  my  money.  I  go  to  those  meetings  and 
couldn't  tell  you  15  minutes  after  what  is  done  there. 

Q.  Were  you  present  at  a  meeting  of  the  directors  of  the  State 
Line  Company  on  October  13,  1909?  A.  October  13?  I  guess 
I  was.     I  am  not  sure. 

Q.  If  the  minutes  recite  that  you  were  present,  why  then  you 
were,  I  suppose?    A.  Oh,  I  must  have  been  there. 

Q.  And  if  the  minutes  also  recite  that  there  were  present 
Directors  Howe,  Hushberger,  Millard,  W.  M.  Reynolds,  D.  A. 
Reynolds,  Rupert,  Plumly,  Brock  and  Babcock,  you  would  say 
that  the  minutes  were  correct  in  that  regard  ?    A.  Yes,  sir. 

Q.  And  those  gentlemen  were  present?    A.  Yes,  sir. 
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Q.  And  at  that  meeting  was  the  office  of  vice-president  created? 
A.  Yes,  sir ;  I  think  Mr.  Hushberger  was  made  vice-president. 

Q.  He  was  elected  at  that  meeting?  A.  I  think  so.  I  recall 
it  now. 

Q.  And  the  seci*etary  of  the  company  is  Eugene  II.  Brock? 
A.  Yes,  sir. 

Q.  And  the  treasurer  is  Louis  L.  Ilupert  ?.  A.  Yes,  sir. 

Q.  I  will  read  from  page  75,  book  of  the  minutes  of  directors' 
meeting  of  the  State  Line  Telephone  Co.  of  Xew  York  —  that 
is  the  Xew  York  corporation.  This  appears  to  be  the  minutes  of 
an  adjourned  board  meeting  held  in  Xew  York,  October  13,  1909. 
"  After  reading  a  report  of  the  condition  of  the  Peekskill  plant 
and  the  able  and  inexpensive  manner  in  which  the  wires  and 
cables  were  raised  for  the  passing  of  the  iioats  of  the  Hudson- 
Fulton  parade,  by  motion  regularly  moved  and  seconded  and  car- 
ried it  was  resolved  that  this  board  commend  the  thorough  and 
proficient  work  of  our  local  manager,  Hal  Schmidt,  in  behalf  of 
this  company,  and  that  the  general  manager  be  instructed  to  for- 
ward a  copy  of  this  resolution  to  Mr.  Schmidt  through  the  eecre- 
tarv  of  the  companv."    A.  I  remember  it  verv  well. 

Q.  You  remember  the  passing  of  that  resolution  ?    A.  Yes,  sir. 

Q.  Do  3'ou  remember  what  followed  the  passing  of  that  reso- 
lution?   A.  Xo,  I  do  not. 

Q.  I  will  read  again  fnmi  the  beginning  of  the  next  paragraph 
in  the  minute  book.  ^'  Whereas,  in  the  spring  of  1907  this  com- 
pany was  in  need  of  funds  with  which  to  complete  lines  at  that 
time  building,  and  to  build  a  connecting  line,  and  whereas  in 
May  of  1907  the  following  offer  was  made  by  the  State  Line  Tele- 
phone Co.  of  South  Dakota :  '  Resolved  that  we  hereby  offer  to 
subscribe  for  3,900  shares  of  the  preferred  stock  of  the  State  Line 
Telephone  Co.  of  Xew  York  at  par,  the  same  to  be  issued  from 
time  to  time  as  it  may  be  desired  bv  our  executive  committee,  and 
to  pay  therefor  in  the  bonds  or  stock  of  this  company,  the  same  to 
be  called  for  as  needed  by  the  State  Line  Telephone  Co.  of  Xew 
York,  all  balance  to  bear  interest  at  G  per  cent,  per  annum.'  And 
whereas  this  company  believing  that  the  sale  of  the  bonds  of  the 
State  Line  Telephone  Co.  of  South  Dakota  would  be  a  quicker 
and  easier  way  of  raising  the  funds  for  building  and  other  pur- 
poses needed  by  this  company,  the  offer  of  the  said  State  Line 
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"'J'elephone  Company  was  accepted  by  a  bare  majority  at  an  ad- 
journed meeting  of  the  board  of  directors  of  this  company  on 
^farch  28,  1907;  and  whereas,  none  of  the  stock  subscribed 
for  or  allotted  to  this  company  has  been  issued  under  said  resolu- 
tion, and  whereas,  after  two  years  and  four  months  of  honest 
<?ndeavor  it  has  been  found  impractical  to  sell  collateral  trust 
■5  i)OY  cent,  bonds  without  too  great  a  sacrifice,  rendering  it  advis- 
:iible  to  abandon  the  plan  of  financing  by  the  sale  of  Ixmds  and 
return  to  the  sale  of  its  own  securities,  and  whereas,  the  company 
Is  still  in  need  of  funds  with  which  to  carrv  on  its  business,  and 
ielievins:  that  its  oulv  negotiable  security  is  the  stock  which  can- 
not  be  disposed  of  on  account  of  this  subscription,  and  that  if 
su(di  stock  was  released  by  the  State  Line  Telephone  Co.  of  South 
])aknta  by  them  withdrawing  their  offer,  this  comi)any  would  be 
In  a  better  ])osition  to  raise  such  funds,  and  as  the  State  Line 
Telej)honc  Co.  of  South  Dakota  has  expressed  a  willingness  to 
withdraw  said  offer  if  it  was  to  the  advantage  of  this  company, 
therefore  be  it  resolved  that  upon  the  written  ccmsent  of  the 
treasurer  of  the  State  Line  Telephcme  Co.  of  South  Dakota  that 
the  said  allotment  be  and  the  same  is  herebv  cancelled  and  with- 
'drawn  and  the  officers  of  this  company  are  hereby  authorized  and 
'emjKJwered  to  negotiate  sales  of  said  stock  so  withdrawn  for  cash 
at  ])ar  to  the  general  public."     A.  Yes,  I  remember  about  that. 

(},  That  related  to  3,900  shares  of  stock?     A.  Yes,  sir. 

Q,  Of  the  State  Line  Company  of  Xew  York  State?  A.  Yes, 
-sir. 

i),   llns  that  since  been  sold?     A.  Xo,  sir. 

X),   Still  unissued  and  in  the  treasury?    A.  Yes,  sir. 

().  lias  it  been  subscribed  for?     A.  T  don't  think  so. 

(}.  Xow,  does  the  reading  of  the  resolution  refresh  your  reool- 
lectiou  at  all  in  regard  to  the  officers  of  the  Dakota  company  — 
the  State  Liue  Telephone  Company  of  South  Dakota?  A.  Xo,  I 
i  don't  think  that  it  does. 

(^).    You  don't  know  very  much  about  the  company?     A.  No,  I 

Mo    ll<»t. 

().  Have  you  any  idea  whether  or  not  it  is  controlled  by  the 
saiiK'  ])(oj)le  that  ctmtrol  the  State  Line  of  Xew  York?  A.  Yes, 
sir,  it  i^  controlled  by  very  much  the  same  people. 

i}.  X(»w,  just  how  far  do  you  except  when  you  say  pretty  much 
the  .-ame  peoi)le?     Who  are  you  excepting  to  now?     A.  Well,  I 
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dou't  know  —  1  say  pretty  luncli  —  probably  wholly  by  them; 
but  I  don't  know  the  entire  names. 

Q.  You  don't  know  of  any  exception^  A.  Xo,  no;  I  haven't 
enough  interest  in  it  to  recall. 

Q.  Em  you  are  interested  in  the  Dakota  corporation  as  much 
as  vou  are  in  the  Xew  York  State  corporation  ?  A.  Yes,  I  presume 
I  am;  but  this  is  the  vital  end  of  it,  and  I  belong  here  and  I 
studied  and  I  know  more  about  this  than  1  do  that. 

Air.  Pack:  Xow,  Mr,  Chairman,  T  suggest  that  we  take  a 
recess  until  2  :30. 

Chairman  Davis:     We  will  now  take  a  recess  until  2:30. 


AFTERXOOX  SESSIOX. 

C-bairman  Davis:     The  Committee  will  come  to  order. 

Afr.  Pack:    3Ir.  Chairman,  here  is  a  matter  that  has  just  been 

called  to  mv  attention,  which  does  not  come  exactly  in  order:  it 

is  a  communication  which  I  will  read: 

December  let,  1909. 

Senator    George    A.    Dams,    Chairman    Lcffislaiive   Committee,    investigating 
th€  Telephone  and  Telegraph  CouipanieH,  City  of  Xew   York: 

Hoj^ORED  Sir. —  On  belialf  of  the  teloplione  users  of  Marble  Hill  I  would 
re^pectfully  ask  your  Committee  lo  consider  the  advisability  of  having  the 
New  York  Telephone  Company  connect  this  section  of  Manhattan  where  it 
logically  belongs,  through  the  Audubon  Station,  to  the  lower  part  of  Man- 
hattan with  which  it  is  in  con^.tant  and  daily  communication. 

We  fully  realize  that  we  may  he  geographically  nearer  the  Kingsbridge 
Exchange.  The  inadequate  service  rendered  through  a  different  system  of 
operation  than  the  modern  Audubon  Exchange  would  lead  us  to  make  this 
request,  irrespective  of  the  additional  charge  which  is  a  considerable  burden 
on  the  users  of  the  telephone. 

We  are  cliarged  rates  as  being  in  District  3  as  we  arc  connected  to  the 
central  oflice  in  thin  district,  although  we  are,  in  fact,  a  part  of  Manhattan 
Island,  geograpliieally,  commercially  and  sentimentally,  which  is  section  No.  2. 

A  glance  at  the  telephone  map,  showing  the  various  districts,  will  convince 
you  of  the  fact  that  Marble  Hill,  Manhattan,  should  be  in  District  No.  2, 
and  not  Xo.  3,  and  should  not  be  segregated  from  the  lower  part  of  Man- 
hattan by  an  additional  expenditure  in  the  shape  of  higher  rates. 

Respectfully  yours, 

A.  N,  GTTTERMAN, 
Representing  telephone  users  at  Marble  Hill    (225th  Street  and 
Broadway),  Manhattan. 
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Chairman  Davis  :  Mr.  Page,  have  a  copy  of  that  prepared  and 
send  it  to  the  Telephone  and  Telegraph  Company  and  ask  them 
to  reply  so  that  we  can  have  the  reply  next  Tuesday,  and  if  they 
do  not  see  fit  to  grant  the  request  for  a  reply,  why  not. 

Mr.  Page:  This  communication  is  accompanied  by  certain 
documents  which  I  think  should  be  marked,  but  are  imdoubtedly 
in  the  possession  of  the  company.  I  will  ask  to  have  this  com- 
mimication  marked  first. 

(Admitted  and  marked  Exhibit  15.) 

Mr.  Page  :  This  one  appears  to  be  "  Telephone  rates,  June  1, 
1907,  Boroughs  of  Manhattan  and  the  Bronx,  Xew  York  Tele- 
phone Company." 

(Paper  referred  to  admitted  and  marked  Exhibit  16.) 

Chairman  Davis:    Is  there  a  form  number  upon  it ? 

Mr.  Page:  There  is  a  number,  1979,  in  the  upper  left  hand 
corner  of  the  inside  of  the  folder.  I  imagine  that  may  be  their 
form  number.  I  have  also  in  company  with  that  what  appears  to 
be  a  map  of  the  Marble  Ilill  section  near  Kingsbridgc,  which  I 
will  have  marked. 

(Paper  referred  to  admitted  and  marked  Exhibit  17.) 

Mr.  Page:     I  will  call  Mr.  AVilson. 

Wayne  W.  Wilson,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

Bv  Mr.  Page  : 

Q.  Mr.  Wilson,  where  do  you  reside  i  A.  732  Jeffersrai  avenue, 
Xew  York. 

Q.  What  is  your  business?  A.  I  am  secretary  of  the  Xew 
York  Electric  Lines  Company. 

Q.  Have  you  any  other  business  or  occupation  ?  A.  That  is  it 
principally,  principally  that. 

Q.  Where  is  your  office?     A.  30  Church  street. 

O.  Have  vou  any  other  office  in  the  citv  of  Xew  York?  A. 
170  Broadway. 

Q.  What  is  your  occupation  or  business  carried  on  at  that 
address  ?    A.  I  have  charge  of  some  estates  there. 
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Q.  Charge  of  some  estates?    A.  Yes,  sir. 

Q.  About  how  much  of  your  time  do  you  give  to  the  telephone 
business  i    A.  About  nine-tenths  of  mv  time. 

Q.  How  long  have  you  been  connected  with  the  Xew  York 
Electric  Lines  Company?  A.  I  have  been  a  stockholder  since 
1804,  I  think.  I  have  been  a  director  since  1900.  I  have  been 
secretary  of  the  company  since  1905. 

Q.  You  became  a  stockholder  in  1894?  A.  About  that;  I 
think  so. 

Q.  To  what  extent  did  you  become  interested  at  that  time  as  a 
stockholder?  A.  I  don't  remember;  I  think  I  probably  had 
50  or  100  shares. 

Q.  Have  you  increased  those  holdings  since?    A.  Yes,  sir. 

Q.  To  what  extent  are  you  a  stockholder  at  present?  A.  I 
think  I  own.  over  9,000  shares. 

Q.  And  those  shares  have  a  par  value  of  $100  each  ?  A.  They 
bave,  ve>.  sir. 

Q.  What  is  the  total  capital  of  that  company  ?    A.  $5,000,000. 

Q.  How  much  of  it  is  actually  issued  ?  A.  The  entire  capital 
has  been  issued. 

Q.  How  much  of  it  was  issued  for  cash?  A.  Well,  so  far  as 
that  is  concerned,  of  course  I  can  only  speak  from  hearsay ;  I  was 
not  the  secretary.  You  see,  the  company  was  organized  in  1882. 
But  I  understand  that  about  $500,000  has  been  paid  in  in  cash, 
and  the  other  part  of  the  stock  was  issued  for  patents  to  Mr.  Shel- 
bume,  who  was  subsequently  the  president  of  the  company. 

Q.  Issued  to  who?  A.  The  patents  were  issued  to  Mr.  Shel- 
bume,  who  assigned  them  to  the  New  York  Electric  Lines  Com- 
pany. 

Q.  Mr.  Shelburne?    A.  Yes;  Sidney  F.  Shelburne. 

Q.  Is  he  at  present  connected  with  the  company?  A.  Xo;  he 
has  been  dead  for  a  number  of  years. 

Q.  Do  you  know  what  has  became  of  the  stock  that  was  orig- 
inally i«?ued  to  him?  A.  I  do  not.  Of  course  that  was  sold  bv 
him,  I  assume,  to  different  people.  I  could  not  testify  as  to  that. 
I  don't  know. 

Q.  When  was  this  company  incorporated?  A.  In  October, 
1882. 
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Q.  And  at  the  time  of  its  incorporation  was  the  capital  stock 
specified  as  $5,000,000  in  the  certificate  of  incorporation?  A. 
Yes,  sir ;  50,000  shares,  par  value  of  $100  each. 

Q.  And  what  were  the  objects  of  the  corporation  according  to 
the  certificate?  A.  According  to  the  certificate  the  object  of  the 
corporation  was  to  lay  electric  conductors  in  the  city  of  Xew  York 
for  telephonic  and  telegraphic  purposes,  incorporated,  I  believe, 
under  the  act  of  1848.  Those  were  the  principal  objects,  to  do  a 
general  telephone  and  telegraph  business. 

Q.  Have  you  any  knowledge  of  the  franchises  that  are  owned 
by  this  company  at  the  present  time,  as  to  when  they  were  granted ; 
I  assume  it  has  a  franchise  ?    A.  Yes,  sir. 

Q.  Or  has  several  franchises  in  Xew  York  city  ?  A.  It  has  one 
franchise  in  Xew  York  citv. 

Q.  And  only  one  ?    A.  And  only  one  in  the  city  of  Xew  York. 

Q.  When  was  that  granted?  A.  In  1883;  I  think  it  was  in  the 
spring;  I  think  it  was  in  April,  1883,  I  don't  remember. 

Q.  Was  that  in  the  form  of  an  ordinance  ?    A.  Yes,  sir. 

Q.  Passed  by  the  board  of  aldermen?  A.  Yes,  sir,  passed  by 
the  board  of  aldermen. 

Q.  And  was  signed  bv  the  niavor?  A.  It  was  first  vetoed  bv 
the  mayor  and  then  passed  over  the  mayor's  veto. 

Q.  Did  you  at  that  time  or  subsequently  to  that  time  obtain 
any  franchise  from  the  city  of  Brooklyn  ?  A.  Xo,  not  this  com- 
pany ;  they  never  applied. 

Q.  Does  this  company  at  the  present  time  own  a  franchise 
giving  it  the  right  to  do  business  in  the  city  of  Brooklyn?  A.  They 
do  not. 

Q.  What  is  the  extent  of  the  old  franchise  territorially?  A.  It 
extends  from  —  it  is  the  old  —  I  think  it  is  the  entire  county  of 
Xew  York;  I  think  it  extends  from  the  Battery  to  the  Yonkors 
line.  A  copy  of  it  has  been  filed  in  the  county  clerk's  office 
according  to  the  law,  which  gives  the  entire  designation. 

Q.  There  has  been  some  litigation,  has  there  not,  in  regard  to 
that  franchise  ?    A.  There  has  been  considerable  of  it. 

Q.  Different  suits  have  been  brought  tet^tiug  the  validity  of  it? 
A.  Yes,  sir. 

Q.  Are  you  familiar  with  the  nature  of  those  actions  and  the 
historv  of  them  ?    A.  Generally  so,  ves,  sir. 
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Q.  You  have  become  familiar  from  the  study  of  the  transac- 
tion? A.  From  the  study  of  the  situation  and  as  secretary  of  the 
company. 

Q.  So  far  as  they  happened  prior  to  1894  ?    A.  Yes,  sir. 

Q.  Are  you  willing  to  state  to  the  Committee  for  its  informa- 
tion all  that  you  know  in  regard  to  the  franchise  of  the  Xew  York 
Electric  Lines  Company,  in  regard  to  all  of  the  suits  that  have 
been  brought  in  regard  to  it,  and  the  result  of  those  several  suits? 
A.  T  am. 

Q,  So  far  as  they  have  resulted  ?    A.  I  am. 

Q,  Will  you  go  right  ahead  and  state,  and  keep  your  voice  up^ 
if  vou  will,  so  that  the  chairman  will  hear  vou.  A.  The  first  liti- 
gation  was  started,  I  think,  in  about  1885,  after  the  passage  of 
the  Subwav  Acts  creating  the  subwav  commission  or  the  board 
of  electrical  control ;  after  the  passage  of  the  act  this  company  filed 
its  2^'a^s  «iid  specifications  before  the  commission.  The  com- 
mittee, however,  or  the  commission,  did  not  see  fit  to  pass  upon 
these  plans  and  specifications,  or,  if  they  did,  it  was  adversely  to 
the  company,  although  there  is  no  record  of  that,  but  they  made 
a  contract  with  the  Consolidated  Telegraph  and  Electrical  Subway 
Company  of  the  city  of  Xew  York  to  build  the  subways  in  this- 
city.  Subsecpiently,  upon  the  advice  of  counsel  of  the  Xew  York 
Electric  Lines  Company,  the  company  made  application  to  the 
commissioner  of  highways  and  to  the  commissicmer  of  publie 
works  for  a  permit  to  oj)en  the  streets  of  the  city,  claiming  that  the 
act  creating  the  subway  commission  was  unconstitutional.  That 
litigation  was  carried  to  the  Supreme  Co\irt  of  the  United  States- 
upon  the  question  of  the  impairment  of  the  property  rights  of  this^ 
company.  Tn  all  of  those  decisions,  both  the  Special  Term,  and 
the  General  Term,  and  the  Court  of  Appeals,  and  the  United 
States  Stipreme  Court,  say  that  the  acts  creating  the  connHi>?jion 
(lid  not  vitiate  our  contract  which  we  had  with  the  citv,  or  the 
franchise,  but  merelv  reirulated  its  use. 

Q.  May  T  interrupt  for  just  a  question;  did  you  give  the  title 
of  that  action  ?  A.  The  Xew  York  Electric  Lines  Company 
versus  Squire,  as  Commissioner  of  Public  Works.  It  is  reported 
in  107  New  York,  and  145  U.  S.  Supreme  Court  Keports. 

Q.  Go  ahead,  if  you  will,  with  your  account.  Subsequently 
to  that  there  were  amencTments  ])assed  to  those  Subway  Acts,  all  of 
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which,  directly  or  indirectly  —  if  von  will,  where  von  refer  to  an 
act  or  amendment,  give  the  year  if  yon  can  and  locate  it  if  possible, 
please.  A.  Thev  all  cm'er  between  the  vears  1885  —  I  can't  tell 
exactly  —  between  1884  and  1902;  I  think  in  1902  was  the  last 
Snbway  Act  that  was  passed,  but  all  of  them  affected  some  of  the 
rights  which  this  company  had.  Before  I  go  any  fnrther,  I  want 
to  sav  that  in  the  meantime  the  connsel  for  the  commissioner 
bronght  an  action  against  the  New  York  Electric  Lines  Company 
to  dissolve  them  upon  the  ground  of  non-user. 

Q.  The  counsel  for  what  commissioners?  A.  The  counsel  to 
the  subway  commission. 

Q.  Counsel  to  the  subway  conmiission  ?  A.  lie  bronght  an 
action  for  the  Attorney-General  to  dissolve  the  corporation  upon 
the  irround  of  non-user.  I  think  there  were  two  actions  brought 
within  two  or  three  vears.  Both  of  them  were  denied ;  and  there 
was  a  similar  action  brought  by  a  taxpayer;  T  think  it  was  in 
lOO."),  before  the  Attorney-General,  which  was  also  denied.  Xow 
before  the  act  —  I  think  it  is  the  act  of  1892,  the  Subwav  Act, 
which  states  that  there  shall  be  no  more  subwavs  built  in  the  citv 
of  Xew  York  without  a  public  demand;  there  is  also  a  clause  in 
that  act  which  savs  that  this  act  shall  not  affect  the  rights  of  anv 
individuals  or  corporations  inconsistent  herewith  respecting 
which  rights  litigation  is  now  pending  in  the  Supreme  Court  of 
the  United  States. 

Q.  What  year  was  that  act  passed?     A.  That  was  in  1892. 

Q.  Do  you  remember  the  chapter?  A.  I  do  not  remember  the 
chapter  now.  It  is  the  Subway  Act  anyway,  referring  to  the 
Siibwav  Act:  vou  will  easily  find  it. 

Q.  Is  there  anything  in  that  specifying  how  the  public  demand 
shall  be  made  knowii  ?  A.  No,  I  do  not  remember  that,  but  any- 
way our  company  was  then  —  did  haye  the  litigation  pending  in 
the  Sn])reme  Court  of  the  United  States.  Of  course  I  think  that 
the  {jct  —  the  counsel  took  the  position  afterwards  that  the  act  did 
affect  our  right  as  to  the  question  of  a  public  demand,  that  we 
could  not  build  subwavs  in  the  citv  of  Xew  York  unless  there  was 
a  public  demand.  Subsequently,  and  I  am  coming  do^vn  now  — 
of  course,  there  have  been  quite  a  number  of  litigations  of  minor 
importance  in  which  the  company  tried  to  get  into  the  city  of  Tfew 
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York  and  do  business,  and  of  course  they  were  met  with  opposi- 
tion by  someone ;  either  by  the  city  or  someone  else. 

Q.  Will  you  specify  as  to  those  and  give  the  title  of  the  action 
in  each  case?  A.  I  could  not  do  that  to-day,  but  I  can  furnish 
that  to  you  later  if  you  wish.  , 

Q.  I  wish  you  would,  please.    A.  Yes,  sir. 

Q.  Will  you  charge  your  mind  with  furnishing  that  informa- 
tion? A.  Yes,  I  am  referring  to  the  principal  litigation  to-day. 
Subsequently,  down  to  1905,  I  think  it  was  in  1905,  the  Xew 
York  Electric  Lines  Company  again  made  application,  and  this 
time  to  the  commissioner  of  water  supply,  gas  and  electricity,  who 
is  the  successor  to  the  board  of  electrical  control.  The  commis- 
sioner refused  to  grant  us  the  right  to  build  subways  in  the  city" 
of  New  York  in  which  to  lay  our  wires  in  order  to  build  an  inde- 
pendent telephone  system  in  this  city,  upon  the  ground  that  we 
did  not  have  a  legal  franchise  nor  a  legal  corporate  existence.  We 
immediately  proceeded  to  mandamus  the  commissioner  of  water 
supply,  gas  and  electricity;  that  case  is  entitled  People  ex  reL 
Xew  York  Electric  Lines  Company  vs.  Ellison.  The  matter  came 
on  to  General  Term  and  Mr.  Justice  Bischoff  sitting  at  General 
Term  decided  that  we  did  have  a  legal  franchise  and  that  we  did 
have  a  legal  corporate  existence.  He  decided  that  inasmuch  as 
there  was  a  general  subway  system  in  the  city  of  New  York  that 
we  would  have  to  place  our  wires  in  the  general  subway.  That 
litigation  was  appealed  to  the  Court  of  Appeals,  and  the  justice  at 
Special  Term  was  sustained. 

Q.  Can  you  tell  where  that  is  reported  in  the  Court  of  Appeals  ? 
A.  That  is  188  New  York,  I  think. 

Q.  What  is  the  title  of  the  action  ?  A.  People  ex  rel.  New  York 
Electric  Lines  Company  vs.  Ellison. 

Q.  Does  that  cover  the  history  of  the  franchise  down  to  date? 
A.  Yes,  that,  I  think,  does ;  there  may  be  some  things  that  I  may 
want  to  revise  of  it  afterwards,  if  I  have  the  permission. 

Q.  You  certainly  have,  I  expect.  Have  you  made  any  attempt 
to  place  wires  of  your  company  in  the  existing  subways  ?  A.  We 
did.  We  were  told  that  the  subways  were  full.  We  made  appli- 
cation immediately  following  the  decision  of  the  Court  of  Appeals 
of  this  State.    We  made  application  to  the  Empire  City  Subway 
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Company  which  is,  I  understand,  largely  owned  by  the  Xew  York 
Telephone  Company. 

Q.  When  did  you  make  that  application?  A.  I  think  that  was 
in  1906  or  1907;  1907,  I  think. 

Q.  Was  the  application  made  in  writing?    A.  Yes,  and  a  certi- 
fied check  tendered,  signed,  as  I  understand  it,  for  the  amount  of 
space  that  was  asked  for,  for  the  rent  as  required  under  the  con- 
tract I  believe  that  they  have  with  the  city.    I  did  not  make  that 
application.     I  don't  think  that  even  I  signed  it.     I  think  Mr. 
Hodge,  the  attorney  for  the  company  — 
<J.  Is  that  application  still  in  existence  ?    A.  It  is. 
'Q.  Or  a  copy  of  it?    A.  It  must  be  necessarily  so. 
'<3.  Will  you  furnish  the  Committee  with  a  copy  of  it?     A.  I 
should  be  very  glad.     I  haven't  the  copy  in  my  possession.     I  am 
pretty  certain  that  the  counsel  of  the  company,  however,  has  it. 

Q.  You  can  obtain  it,  can  you  not  ?    A.  I  think  so. 

Q.  Do  you  know  how  that  was  presented,  whether  it  was  sent 
T)y  mail  or  delivered  personally  to  the  Empire  City  Subway  Com- 
pany ?  A.  I  don't  know  that;  I  only  know  that  it  was  refused 
upon  the  ground  that  there  wasn't  any  room  in  the  subway ;  there 
was  no  room  in  the  subway. 

Q.  Do  you  know  whether  the  refusal  was  written  or  oral? 
A.  I  think  it  was  written;  I  am  not  sure. 

<}.  Can  you  obtain  it  if  it  was  written?  A.  I  think  I  can;  I 
tliink  T  can  obtain  it. 

•Q.  And  will  you  furnish  the  original  or  a  correct  copy  to  the 
Committee?    A.  I  shall  try  to  do  it. 

Q.  Can  you  tell  me  who  did  conduct  the  negotiations  with  the 
lEmpire  City  Subway  Company  or  attempt  to  conduct  negotiations 
in  regard  to  putting  wires  in  their  ducts?  A.  I  think  it  was  the 
counsel  for  the  company;  I  am  not  sure;  I  will  have  to  get  that 
information  for  you ;  I  can  get  it,  I  think. 

Q.  Who  is  counsel,  by  the  way,  of  your  company  ?  A.  Mr.  J. 
Aspinwall  Hodge  is  one  of  the  counsel;  Alton  B.  Parker  is  an- 
other ;  David  B.  Hill  is  another ;  there  are  quite  a  few  of  them. 

Q.  Are  there  any  others?  A.  I  think  Black,  Olcott,  Gruber  & 
Bonynge  is  another  one ;  that  has  been,  anyway. 

Q.  Who  else  at  the  present  time?  A.  I  think  that  is  all  at  the 
present   time;   Frank   P.    Vermilye    is    another;    I   don't   know 
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whether  he  is  counsel  for  this  company  —  I  don't  think  he  is  for 
this  company,  but  Alton  B.  Parker  and  J.  Aspinwall  Hodge  I 
know  are.  There  have  been  many  in  the  past,  if  you  would  like  to 
know  their  names  I  could  give  you  some  of  those  during  the  past 
litigation. 

Q.  Give  them  please?  A.  The  former  Justice  Levcntritt;  he 
was  counsel  for  the  company  in  the  first  litigation;  I  cannot  re- 
meuiber  them  all  now,  but  there  have  been  quite  a  few. 

Q.  The  counsel  come  and  the  counsel  go,  but  your  franchise 
goes  on  forever,  I  suppose?    A.  Well,  it  seems  so. 

Q.  Will  you  find  out,  if  you  can,  whether  or  not  any  negotia- 
tions were  conducted  personally  by  a  representative  of  your  com- 
pany with  any  officer  or  representative  of  the  Empire  City  Sub- 
way, and  furnish  the  Committee  the  name  of  the  representative 
of  your  company  who  conducted  those  negotiations?     A.  I  will. 

Mr.  Page  :    I  think  that  is  all. 

De    Elbket    Rkyxolds,    called    as    a    witness,    being   duly 
sworn,  testified  as  follows: 

Bv  Mr.  Page: 

ft 

Q,  Where  do  you  reside,  Mr.  Rejuolds?     A.  New  York. 

(J.  Whereal)outs  in  Xew  York?     A.  2460  Seventh  avenue. 

Q.  And  your  place  of  business  ?    A.  30  Church  street. 

Q.  You  are  an  officer  of  what  telephone  company?  A.  I  am 
president  of  the  Great  Eastern  Telephone  Company.  I  am  vice- 
pfosident  and  manager  of  the  State  Line  Telephone  Company. 

Q.  N"ow,  just  let  me  interrupt..  It  appeared  this  morning  that 
there  were  two  Great  Eastern  Telephone  Companies,  one  incor- 
porated in  Xew  York  State  and  one  in  South  Dakota.  Which 
one  are  you  referring  to  ?    A.  The  South  Dakota  corporation. 

Q.  And  there  are  also  two  State  Line  Telephone  Companies, 
are  there  not  ?    A.  Yes,  sir. 

Q.  One  incorporated  in  this  State  ?    A.  Yes,  sir. 

Q.  And  one  in  South  Dakota  ?    A.  Yes,  sir. 

Q.  And  in  referring  to  those,  will  you  be  good  enough  to 
describe  so  it  will  appear  in  the  minutes  which  company  you  are 
referring  to?     A.  I  will. 
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Q.  Proceed,  please.  A.  I  am  president  of  the  Great  Eastern 
Telephone  Company,  a  South  Dakota  corporation.  The  Great 
Eastern  Telephone  Company,  a  Xew  York  corporation,  is  only  a 
company  in  form. 

Q.  Just  what  do  you  mean  by  that  ?  A.  I  mean  that  the  board 
of  directors  and  officers  of  the  company  are  the  original  incor- 
porators, and  those  that  have  been  added  since  —  none  of  the 
stock  of  that  company  has  been  issued  except  the  qualification 
shares. 

Q.  That  is  the  Great  Eastern  of  Xew  York?  A.  That  is  the 
Great  Eastern  of  Xew  York. 

Q.  What  is  the  capital  of  that  company?  A.  $1,000,000 
authorized. 

Q.  What  other  telephone  companies  are  you  an  officer  of? 
A.  I  am  vice-president  and  manager  of  the  State  Line 
Telephone  Company  of  ISTew  York.  I  am  treasurer  of  the  Kew 
York  Electric  Lines  Company. 

Q.  Are  you  an  officer  of  the  State  Line  Telephone  Company  of 
South  Dakota?  A.  I  am  treasurer  of  the  State  Line  Telephone 
Company  of  South  Dakota. 

Q.  Are  you  connected  in  any  way  with  any  other  telephone 
companies?  A.  I  am.  I  am  president  of  the  Coast  Line  Tele- 
phone Company,  a  New  Jersey  corporation.  I  am  president  of 
the  Coast  Line  Telephone  Company,  a  South  Dakota  corporation. 
I  am  a  director  in,  I  think,  five  other  companies. 

Q.  Won't  you  give  their  names,  please  ?  A.  I  don't  know  as  I 
can  at  the  moment;  the  Hudson  and  Middlesex  Telephone  and 
Telegi'aph  Company. 

Q.  W^hat  state  is  that  incorporated  under?  A.  It  is  a  New 
Jersey  corporation.  I  think  it  is  the  Peoples'  Telephone  Com- 
pany of  Middletown,  I  think  that  is  the  name;  I  have  only  a 
small  investment  there.  I  don't  know  whether  that  is  the  proper 
name  or  not. 

Q.  Is  that  a  New  Jersey  coi^poration  or  New  York?  A.  No, 
that  is  a  New  York  corporation ;  it  was  organized  at  the  time  that 
the  Bell  interests  took  over  the  Independent,  or  else  the  Independ- 
ent took  over  the  Bell,  I  don't  know  which  you  would  call  it 

Q.  In  whnt  nlace?    A.  At  MiddletowTi,  New  York. 
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Q.  Was  there  a  combination  of  the  Independent  and  Bell  in- 
terests at  that  place  ?  A.  The  Hudson  River  Telephone  Company 
abandoned  the  local  field  and  made  a  contract  with  the  Independ- 
ents to  connect  with  them,  and  this  company  was  organized  to 
build  a  competing  system  when  the  two  were  connected. 

Q.  That  is,  the  Bell  went  out  of  the  local  business  at  Middle- 
town  ?    A.  Yes. 

Q.  Surrendered  it  to  the  Independent?    A.  Yes. 

Q.  And  made  an  arrangement  —  A.  For  long  distance  busi- 
ness. 

Q.   For  long  distance  business  ?    A.  Yes,  sir. 

Q.  Were  you  interested  in  that  Independent  Company?  A.  I 
was  not.  I  made  them  an  offer  to  buy  the  company,  and  they  con- 
cluded not  to  accept  our  offer  and  then  I  became  one  of  the  stock- 
holders in  the  new  company,  and  later  a  director. 

Q.  What  other  companies  are  you  connected  with  —  just  a 
moment  before  vou  answer  that.  Was  there  afterwards  another 
plant  installed  at  Middletown  so  that  there  was  competition  ?  A. 
Xo,  there  was  a  concession  made  whereby  the  independents  could 
connect  with  the  local  system  as  well  as  the  Bell,  and  it  made  it  in 
that  case  imnecessary. 

Q.  I  do  not  just  follow  you.  A.  The  contract  made  between  the 
Independent  Company  and  the  Hudson  River  Company,  which  is 
the  Bell  licensee  company,  was  exclusive  in  character.  It  did  not 
allow  the  independent  to  connect  with  the  other  independents  in 
that  part  of  the  State,  and  immediately  this  other  company  was 
started,  and  rather  than  to  have  competition  they  conceded  to  the 
local  company  the  right  to  connect  with  other  independent  com- 
panies. 

Q.  That  is,  they  could  connect  with  the  indei)endent  long  dis- 
tance lines  as  well  as  with  the  A.  T.  &  T.  long  distance  lines? 
A.  That  is  right. 

Q.  What  other  companies  are  you  an  officer  of?  A.  I  am  a 
director  in  the  Empire  Company,  a  Xew  Jersey  corporation. 

Q.  Is  that  an  operating  company?  A.  Xo,  it  is  not;  it  simply 
holds  certain  rights.  I  am  a  director  in  the  —  I  don't  know 
whether  it  is  Home  or  Citizens'  Company,  a  Xew  Jersey  corpora- 
tion. 
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Q.  Ts  that  an  operating  company?    A.  Yes. 

Q.  Operating  where  ?    A.  In  the  western  part  of  the  State. 

Q.  The  western  part  of  the  State  of  New  Jersey  ?  A.  Yes.  I 
am  interested  in  a  company  organized  in  Connecticut  and  was  at 
one  tmie  a  director.    I  do  not  think  I  am  now. 

Q.  What  is  the  name  of  that  company  i  A.  I  think  that  is  the 
Citizen  Telephone  Company  of  Connecticut. 

Q.  Isn't  that  an  operating  company?  A.  Xo;  it  was  organized 
simply  to  get  a  number  of  contracts  to  show  public  necessity  and 
convenience. 

Q.  A  number  of  contracts?     A.  Yes,  sir,  contracts  for  service. 

Q.  With  prospective  exchange  subscribers?  A.  There  is  a  law 
in  that  State  that  requires  a  company  seeking  admission  to  show 
necessity  and  convenience,  and  these  contracts  were  made  pros- 
pective, in  order  to  show  to  the  courts  or  to  the  State  Legislatui-e 
the  desirability  of  telephone  competition. 

Q.  Were  those  contracts  obtained  before  or  after  the  incorpora- 
tion of  the  company  ?  A.  The  company  was  incorporated,  I  think, 
under  the  general  act.  I  am  not  certain  about  that.  I  onlv 
assisted  in  it.  I  had  no  particular  charge  in  it,  except  that  I  con- 
tributed. 

Q.  Those  contracts  bound  the  subscribers  to  take  a  telephone 
from  your  company  in  case  it  installed  an  exchange?    A.  Yes,  sir. 

Q.  Did  it  bind  your  company  to  install  an  exchange  and  fur- 
nish service  ?    A.  Onlv  conditional. 

Q.  What  was  the  condition?  A.  That  the  right  should  be 
granted. 

Q.  Was  that  right  ever  granted  ?    A.  It  has  not  been  yet. 

Q.  You  spoke  of  the  Coast  Line  Telephone  Company,  did  yon 
not?    A.  I  did. 

Q.  A  New  Jersey  corporation?     A.  Yes,  sir. 

Q.  And  also  of  the  Coast  Line  corporation,  a  South  Dakota 
corporation  ?    A.  Yes,  sir. 

Q.  Are  either  of  those  companies  operating  companies  ?  A.  X«>. 
they  are  not. 

Q.  How  many  of  the  companies  with  which  you  are  officially 
connected  are  operating  companies?     A.  Four. 

Q.  Four?    A.  Yes,  sir. 
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Q.  And  what  are  those?  A.  That  is,  that  I  am  officially  con- 
nected with;  not  a  stockholder.     I  am  a  stockholder  in  more. 

Q.  Give  those  that  yon  are  connected  with  as  an  officer  ?  A.  The 
State  Line ;  the  Hudson  and  Middlesex ;  the  Citizens.  I  don't 
know  whether  I  am  connected  with  the  Middletown  Company  and 
I  do  not  know  whether  they  are  operating  their  lines  or  not.  I 
have  only  a  small  amount  of  stock.  I  have  not  paid  much  atten- 
tion to  it. 

Q.  Can  you  tell  how  many  companies  you  are  interested  in  as 

a  stockholder  outside  of  those  that  you  are  connected  with  as  an 

t. 

officer?  A.  Xo,  I  don't  know.  Last  January  I  had  stock  in 
twenty-two  companies,  most  of  them  Michigan  companies. 

Q.  How  many  of  those  were  operating  companies?  A.  All  of 
them. 

Q.  All  operating  in  Michigan  ?     A.  Yes,  sir. 

Q.  Have  you  any  telephone  interests  outside  of  Michigan,  Xew 
Jersey,  New  York  and  Connecticut?  A.  Xo,  not  in  operating 
companies. 

Q.  T  notice  that  in  two  or  three  cases  you  have  a  corporation 
incorporated  either  in  the  State  of  Xew  York  or  Xew  Jersey,  and 
at  the  same  time  have  a  corporation  formed  in  South  Dakota  with 
exactly  the  same  name.  Will  you  tell  the  Conmiittee  the  reason 
for  that?  A.  Yes.  I  have  always  made  it  a  rule  in  installing 
companies  or  companies  that  I  have  been  associated  with  to  sell 
all  preferred  stock  at  par,  and  in  most  instances  in  the  inception 
of  the  organization  it  has  been  necessary  to  give  some  common 
stock  as  a  bonus.  In  the  organization  of  the  State  Line  Company, 
we  incorporated  for  $1,000,000,  one-half  preferred  and  one-half 
common  stock.  The  common  stock  was  made  full  paid,  and  an 
agreement  made  between  myself  and  the  party  agreeing  to  finance 
it  that  three  shares  of  common  should  go  with  each  share  of  pre- 
ferred, for  the  first  $100,000.  But  before  we  had  got  to  that  place 
the  party  refused  to  carry  out  his  part  of  the  agreement.  He  did 
not  contribute  to  the  financing.  The  burden  came  upon  my 
shoulders  and  in  order  to  carry  out  my  agreement  with  the  stock- 
holders I  found  it  necessary  to  organize  a  financing  company. 
Not  only  that  but  at  about  that  time  we  had  secured  options  on  the 
stock  of  the  franchise  company  of  which  Mr.  Wilson  testified,  and 
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believed  that  we  would  be  able  to  establishlish  an  independent 
system  in  New  York,  and  if  that  could  be  accomplished  it  was 
necessary  to  provide  for  the  financing  of  what  we  would  term  a 
metropolitan  system,  and  for  that  reason  we  organized  the  South 
Dakota  corporation,  because  that  was  really  the  least  expensive 
of  any  State  law  under  which  we  could  incorporate.  That  was 
done  a  little  after  —  no,  a  little  before  the  incorporation  of  the 
Coast  Line;  but  inasmuch  as  our  residuary  fees  are  nominal,  we 
have  kept  up  the  two  incorporations.  That  has  enabled  us  to 
finance  our  operating  companies  by  selling  the  preferred  stock 
at  par. 

Q.  The  preferred  stock  of  which  corporation?  A.  First  of  the 
IN'ew  York  corporations,  and  after  that  of  the  South  Dakota  cor- 
poration. 

Q.  When  you  sold  the  stock  of  the  South  Dakota  corporation 
you  got  the  money  into  the  treasury  of  that  corporation?  A.  Yes, 
sir. 

Q.  How  did  you  get  it  into  the  treasury  of  the  iSTew  York  cor- 
poration so  as  to  let  that  corporation  use  the  money?  A.  Either 
by  the  purchase  of  its  preferred  stock  or  a  loan  to  that  company. 

Q.  What  are  the  purposes  and  objects  of  the  South  Dakota  cor- 
poration according  to  its  certificate  ?    A.  I  cannot  tell  you  — 

Q.  Well,  tell  the  substance  of  it?  A.  It  is  to  build  and  own 
telephone  lines;  to  own  the  stock  and  bonds,  and  assume  the  lia- 
bilities of  other  corporations  and  so  on;  it  is  the  usual  form. 

Q.  It  is  organized  principally  as  a  holding  company  ?  A.  Yes, 
sir. 

Q.  Take,  for  instance,  the  State  Line  Telephone  Company  of 
South  Dakota;  what  property  does  that  own  at  present?  A.  It 
owns  no  property  except  the  securities  of  the  State  Line  Company 
of  New  York  and  certain  patents  and  rights  under  certain 
patents. 

Q.  W^hat  are  those  patents?  A.  They  are  known  a>  multiplex 
telephone  patents;  the  purpose  of  them  is  to  furnish  private  ser- 
vice over  party  lines. 

Q.  Does  the  State  Line  Telephone  Company  of  South  Dakota 
own  those  patents?     A.  Yes. 

Q.  Absolutely?     A.  Xo;  for  the  territory  it  occupies. 
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Q.  And  what  is  that  territory?  A.  I  think  it  covers  the  State 
of  New  Jersey,  though  it  may  be  limited  to  thirty  mile  radius 
from  the  City  Hall  of  Jersey  City. 

Q.  And  does  any  New  York  company  with  which  you  are  con- 
nected have  a  license  to  operate  under  those  patents?  A.  The 
State  Line  Telephone  Company  of  South  Dakota  over  the  terri- 
tory occupied  or  which  will  be  occupied  by  it. 

Q.  I  understood  you  to  say  that  that  only  had  a  license  for  the 
State  of  K"ew  Jersey  ?    A.  That  is  the  Coast  Line. 

Q.  The  Coast  Line  ?    A.  Yes,  sir.  . 

Q.  And  the  State  Line  ?    A.  For  the  territory  it  occupies. 

Q.  The  State  Line  of  South  Dakota  has  the  territory  of  Xew 
York  State  ?    A.  Yes,  and  a  part  of  Connecticut. 

Q.  What  is  the  capital  stock  of  the  State  ,Line  Company  of 
South  Dakota  ?    A.  The  authorized  capital  stock  ? 

Q.  Yes.     A.  $5,000,000  preferred  and  $5,000,000  of  common. 

Q.  How  much  of  the  common  has  been  i^^suod?  A.  I  think 
about  $3,500,000. 

Q.  And  how  much  of  the  preferred?    A.  I  think  $262,000. 

Q.  What  did  the  company  receive  for  the  common  ?  A.  It  re- 
ceived patents. 

Q.  Nothing  else?  A.  No;  simply  made  full  paid  with  the 
idea  — 

Q.  To  whom  was  that  stock  issued  ?  A.  It  was  originally  issued 
to  the  patentee,  and  endorsed  in  blank  and  turned  back  to  the 
executive  oflScers  for  use  in  the  sale  of  the  jDreferred  stock. 

Q.  Who  was  that  patentee  ?  A.  My  son  patented  —  it  is  my 
son's  invention. 

Q.  Your  son's  invention?     A.  Yes,  sir. 

Q.  What  did  the  company  receive  for  the  preferred  stock? 
A.  Par. 

Q.  Paid  in  cash  ?    A.  Yes,  sir. 

Q.  Now,  come  down  to  the  State  Line  Company  of  New  York. 
What  is  its  authorized  capital?    A.  $1,000,000. 

Q.  All  common  ?    A.  No,  half  common  and  half  preferred. 

Q.  How  much  of  the  common  is  issued?  A.  All  of  the  com- 
mon. 

Q.  Did  it  receive  anything  for  it  ?  A.  Nothing  of  value.  That 
is,  nothing  that  the  company  has  turned  to  value. 
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Q.  Did  it  receive  the  right  to  operate  under  those  patents? 
A.  Not  under  those  patents,  but  under  other  patents. 

Q.  What  patents  were  those?  A.  Those  were  the  patents  owned 
bv  Martin  &  Cole,  of  Detroit. 

Q.  In  brief,  what  were  thev  for?  A.  Thev  were  switchboard 
and  telephone  patents. 

Q.  Did  you  ever  make  any  use  of  those  patents?  A.  Xo,  we 
never  have. 

Q.  Do  you  ever  expect  to  ?    A.  Xo,  I  don't  think  we  ever  will. 

Q.  Then  there  is  not  any  consideration  to  the  company  for  the 
issuing  of  that  stock,  is  there  ?  A.  jSTo,  I  don't  think  there  is.  I 
never  have  considered  that  there  was  any  value  issued  for  them. 

Q.  You  own  some  of  them  ?  A.  No,  I  don't  think  I  do.  I  may 
own  one  share,  a  qualifying  share. 

Q.  Where  is  it  held  ?  A.  It  has  been  distributed  very  largely 
among  the  —  no,  you  are  speaking  of  the  common  stock  of  the 
State  Line  of  !Xew  York? 

Q.  That  is  right.  A.  Part  of  it  is  held,  I  should  say  55  or  GO 
per  cent.,  by  the  Dakota  corporation,  and  the  balance  is  held  by  a 
man  by  the  name  of  Hochberger,  or  his  family  or  relatives,  or 
something  like  that. 

Q.  You  hold  stock  of  the  State  Line  Company  of  Dakota  ? 
A.  Personally? 

Q.  Yes.  A.  Xo.  I  am  probably  as  large  a  stockholder  as  any, 
but  I  don't  know  that  I  am  as  large  as  the  largest,  but  I  am  more 
than  the  average. 

Q.  Where  is  that  stock  held?  A.  It  is  held  by  a  number  of 
stockholders:  I  should  say  probably  about  200  in  number. 

i).  Yon  rx])ect  sometime  this  common  stock  of  the  State  Line 
Ctniipany  of  New  York  will  pay  dividends  (  A.  Xo,  I  do  not  think 
it  will. 

(}.  You  hope  it  will?  A.  If  it  ever  does,  it  will  be  very  far  in 
the  future. 

Q,  Is  there  any  reason  why  it  ever  should  pay  dividends?  A. 
Whv  it  should? 

i).  ^Vs.     A.  I  do  not  think  there  is. 

i).  It  would  be  better  wiped  out,  wouldn't  it?  A.  I  should  be 
glad  to  have  it  wiped  out. 
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Q.  That  is,  it  represents  nothing?  A.  It  represents  nothing, 
and  we  arc  paying  taxes  on  it. 

Q.  Except  possibly  imaginary  paper  profits?     A.  Yes. 

Q.  There  is  half  a  million  of  the  preferred  stock  of  the  State 
Line  Company  of  New  York  ?    A.  Ko,  not  issued. 

Q.  That  is  authorized?    A.  Yes,  authorized. 

Q.  How  much  of  that  has  been  issued  ?     A.  I  think  $109,000. 

Q,  What  did  the  company  receive  for  that  ?     A.  Par. 

Q.  When  was  it  issued?  A.  I  think  between  the  years  1903 
and  1905  or  1906. 

Q.  And  who  was  that  issued  to?  A.  It  was  issued  to  people 
that  bought  it,  stockholders. 

Q.  I  assume  that  it  was  issued  to  people  that  bought  it ;  just 
give  me  the  names  of  some  of  them  ?  A.  Well,  I  bought  —  I  think 
my  first  purchase  was  five  shares. 

Q.  What  was  your  second  purchase?  A.  I  think  altogether  I 
had  thirty  shares  say  of  the  preferred  stock  that  I  had. 

Q.  Is  that  all  that  you  ever  had  ?  A.  I  don't  think  I  ever  had 
anv  more  than  that. 

Q.  Who  else  had  some  of  that  preferred  stock?  A.  Mr.  Mil- 
lard had  five  shares;  all  of  the  directors  had  more  or  le><.  I 
think  Mr.  Dingley,  our  former  treasurer,  I  think  he  had  fifty 
shares ;  I  may  be  mistaken. 

Q.  Was  he  the  largest  stockholder?  A.  I  think  he  was  in  the 
State  Line  —  no,  there  is  a  man  bv  the  name  of  Sturfi:eon  who  was 
the  largest  stockholder. 

Q.  What  Avas  his  first  name  ?  A.  W.  O.  Sturgeon ;  I  don't 
know  whether  it  was  William  or  not. 

Q.  Do  you  know  where  he  lives?     A.  Yes,  he  lives  in  Kansas. 

Q.  Was  he  interested  in  any  of  the  other  companies  that  you 
speak  of?    A.  ^o,  he  was  not. 

Q.  What  was  the  extent  of  his  interest  in  the  State  Line  of 
Xew  York?  A.  I  think  his  entire  contribution  to  the  State  Line 
of  New  York  and  the  State  Line  of  South  Dakota;  I  don't  re- 
member just  the  division,  but  it  was  somewhere  in  the  neighbor- 
hood of  $30,000. 

Q.  And  all  of  the  remaining  portion  of  the  $109,000  which  the 
State  Line  of  New  York  received  for  its  capital  was  paid  in  in 
small  sums  by  a  large  number  of  shareholders  ?    A.  Yes,  sir. 
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Q.  How  long  have  vou  been  interested  in  the  telephone  busi- 
ness ?    A.  About  fifteen  years. 

Q.  How  long,  do  you  say  ?    A.  About  fifteen  years. 

Q.  Have  you  been  actively  interested  in  it  for  that  time? 
A.  Yes,  I  have. 

Q.  Would  you  mind  giving  to  the  Committee  for  its  informa- 
tion the  history  of  the  telephone  business  so  far  as  you  know  it? 
A.  From  its  inception  ? 

Q.  From  its  inception  up  to  the  present  time.  Xow,  I  assimie 
that  your  connection  with  the  telephone  business  has  been  only 
with  the  so-called  independent?  A.  That  is  right.  No;  before  I 
went  into  that  I  lost  $1,000  in  Bell  stock.  That  was  my  first 
introduction. 

Q.  AVas  that  what  tempted  you  to  go  into  the  independent  tele- 
phone business?    A.  I  think  it  did  to  a  large  extent. 

Q.  Have  you  got  the  thousand  dollars  back  ?  A.  Yes,  several 
times. 

Q.  Just  tell  the  Committee,  if  you  will,  all  about  the  independ- 
ent telephone  business  as  you  know  it  from  the  beginning  up  to 
the  ])resent  time,  in  general,  and  also  in  particular  with  reference 
to  that  business  in  the  State  of  New  York?  A.  I  first  became 
associated  with  the  independent  movement  in  January,  1894,  as 
secretary  of  our  board  of  trade  at  Lansing.  The  correspondence 
had  with  the  local  company  resulted  in  a  practical  boycott  of  the 
Bell  system,  and  twelve  of  us  put  in  $2,000  apiece  and  built  the 
LansiuiT  system.  It  was  known  as  the  People's  Telephone  Ex- 
chauL^^'  —  no,  as  the  Citizens'  Telephone  Exchange.  The  Bell 
svstom  at  that  time  ha<l  2^)C)  subscribers.  When  I  sold  the  last  of 
my  stock  in  that  company  w-e  had  1,780  subscribers.  In  that  com- 
pany I  acted  as  secretary  and  manager,  and  it  gave  me  a  very  good 
opportunity  to  study  the  situation.  I  found  that  the  Bell  patents 
were  expiring,  some  of  them,  one  or  two  insignificant  patents  had 
expired,  but  the  basic  patents  were  about  to  expire,  and  I  foimd 
that  we  were  operating  our  exchange  in  Lansing  at  a  cost  of  $4.83 
per  telephone.  We  were  charging  $24  a  year  for  business  and 
$18  a  year  for  residents,  as  against  the  Bell  former  price  of  $48 
for  business  and  $36  or  $40  for  residents,  I  forget  which.  Soon 
after  our  plant  was  built,  or  we  had  gone  far  enough  to  make  it  a 
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success  1  was  requested  to  assist  friends  of  mine  in  different  parts 
of  the  State.  I  had  been  chairman  of  the  Democratic  executive 
committee  of  the  State  for  some  time,  and  in  that  capacity  had  met 
a  great  many  people  in  different  parts  of  the  State  and  from  the 

success  we  had  met  with  we  found  it  an  easv  matter  to  secure 

t/ 

franchises  in  practically  all  of  the  cities  of  the  State.  All  of  those 
franchises  have  been  developed  independent,  except  in  one  single 
instance,  in  Detroit,  where  it  was  sold  out  to  the  Bell  Company; 
not,  however,  while  I  had  any  interest  in  the  company.  At  the 
time  we  entered  the  field  the  Bell  Company  had  had  a  monopoly 
of  the  telephone  business  for  the  life  of  their  patents,  practically 
nineteen  years,  as  their  principal  patents  were  not  the  first  patents 
that  were  issued.  They  had  at  that  time,  as  I  remember  it,  about 
275,000  instruments.  I  think  at  that  time,  as  I  remember  it, 
there  were  only  twelve  independent  companies  in  the  United 
States.  There  was  at  that  time  seventy-two  operating  Bell  com- 
panies. I  found  that  the  Bell  Company  had  a  manufacturing 
company  that  was  owned  and  controlled  by  the  parent  company, 
and  that  all  of  its  licensed  companies  were  compelled  to  buy  their 
material  from  the  manufacturing  company,  and  at  the  same  time 
pay  a  royalty  to  the  parent  company  for  the  use  of  the  patents. 
That  royalty,  as  I  remember  it,  ranged  from  $5  a  telephone  in 
some  parts  to  $18  a  telephone  in  other  parts.  Later  that  royalty 
was  changed  to  a  percentage  on  gross  receipts,  and  in  doing  so  it 
was  varied  in  different  parts  of  the  country.  In  Conuecti(»ut  it 
amounted  to  271.4  per  cent,  of  the  net  receipts  of  the  company, 
according  to  the  testimony  of  the  president  for  the  Southern  Xew 
England  Telephone  Company. 

Q.  Of  the  net  receipts?  A.  271/4  per  cent,  of  the  net  receipts. 
It  was  upon  the  gross  receipt  basis,  but  it  amounted  to  27^4*  P^^ 
cent,  of  the  net  receipts. 

Q.  What  was  the  basis  —  that  is,  what  percentage  of  the  gross 
receipts?  A.  I  am  unable  to  tell  you  just  what  he  tesritied  to. 
I  reduced  it  to  figures  at  the  time  he  was  testifying  and  it 
amounted  to  271/2  per  cent.,  and  that,  of  course,  I  made  a  record 
of,  and  I  naturally  remember  that,  but  T  don't  remember  what 
the  basis  of  gross  receipts  was.  The  indepoiident  interests  started 
building  without  the  handicap  imposed  upon  the  Bell  operating 
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companies,  as  there  were  a  number  of  manufacturing  plants  came 
into  existence,  many  of  them  producing  a  much  better  instrument 
than  the  Bell  instrument,  notwithstanding  in  former  years  a 
handicap  of  some  of  the  Bell  patents.  The  Bell  Company,  how- 
ever, had  pursued  a  course  prior  to  the  expiration  of  its  basic 
patents  that  had  deprived  them  of  many  of  the  later  improvements 
in  telephony.  If  one  of  their  employees,  and  of  course  there  were 
no  telephone  employees  except  those  employed  by  the  Bell  Com- 
pany —  if  they  invented  an  improvement  they  were  given  an 
opportunity  to  take  $100  or  $200,  or  some  trivial  sum  for  their 
patent?  and  assign  it  to  the  Bell  Company,  or  they  could  keep 
them.  As  a  result  about  the  time,  or  two  or  three  years  before 
the  ex])i ration  of  the  basic  patents,  a  number  of  manufacturers 
went  into  the  field  and  bought  up  these  later  improvements,  which 
enabled  the  independents  to  go  into  the  field  with  a  very  much 
bettor  system  than  the  Bell  had  eniidoyed  up  to  that  time.  When 
we  l)uilt  our  first  plant  in  Lansing  we  were  able  to  put  in  a  modern 
long  distance  transmitter  at  a  less  price  than  the  annual  rental  of 
the  old  Bhike  transmitter  to  the  operating  company  by  the  parent 
conijiany.  In  other  words,  we  bought  our  instruments  for  less 
money  than  they  paid  annually  in  royalties  on  their  patents. 
Their  contracts  with  .their  operating  companies  were  perpetual 
contracts.  The  royalty  did  not  cease  wath  the  exj)iration  of  the 
parent^,  they  claiming  that  as  new  patents  came  out  the  contract 
should  cover  them,  and  it  cimtinued  as  a  perpetual  royalty  upon 
expired  patents,  but  the  inde])endents  had  none  of  that  to  contend 
with  ;  though  they  did  have  to  contend  with  the  fact  that  the  Bell 
intc^-ests  were  (piite  thoroughly,  as  we  considered  at  that  time, 
quite  thoroughly  intrenched.  There  was  one  feature,  however, 
that  has  always  been  decidedly  in  the  interest- of  the  independents. 
Alninst  universal  I  v  each  citv  or  each  count  v  or  each  territory  has 
been  built  up  by  local  investors,  and  that  has  given  the  independ- 
ents the  benefit  of  local  rei)resentation.  At  the  present  time  there 
are  oven*  ^500, 000  indepen<lent  stockholders,  and  as  near  as  we  can 
as(*err:nn  through  our  in<le])endent  organization  of  this  State, 
tb<»re  an*  over  27,000  independent  stockholders  in  the  State  of 
!New  Vork.  Well,  up  until  two  years  ago  the  Bell  Company  had 
thirty-! wo  operating  companies  as  against  seventy-two  at  the  time 
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that  I  first  became  interested  in  independent  tc^lophony.  Since 
then  they  have  consolidated  and  amalgamated  until  as  near  as  we 
can  ascertain  they  have  about  twenty  operating  companies.  At 
the  time  they  began  the  consolidation  of  their  Companies,  nineteen 
of  their  thirty-two  companies  failed  to  pay  dividends,  and  it 
became  necessary  for  them  to  make  this  consolidation  in  order  to 
sustain  the  weaker  ones  by  the  earnings  of  the  stronger.  That  has 
been  brought  about  largely  by  competition.  In  the  first  place  they 
are  unable  to  meet  the  competition  of  the  independents  from  the 
fact  that  they  are  operating  under  a  burden  from  the  parent  com- 
pany. They  are  operating  their  plants  from  a  central  point  which 
is  impractical,  in  my  opinion,  in  telephony,  and  they  lack  the 
co-operation  of  men  of  influence  throughout  the  State  such  as  is 
enjoyed  by  the  independent  companies.  At  the  present  time  there 
are  recorded  in  the  independent  telephone  directory  which  will 
be  out  in  January  over  15,000  independent  operating  companies. 
They  are  operating  over  20,000  exchanges  and  embrace  something 
over  4,500,000  telephones.  The  last  report  of  the  Bell,  if  I  re- 
member it  right,  is  about  3,270,000  or  3,280,000  telephones.  They 
have  changed  their  method  somewhat  and  are  at  the  present  time 
relieving  certain  of  their  companies  from  the  burden  of  royalty  or 
from  the  division  of  their  gross  receipts,  though  it  is  impo>sible 
for  independent  people  to  know  just  what  that  is  in  the  different 
parts  of  the  country.  There  has  been  a  disposition  on  the  part 
of  the  Bell  Company  to  annihilate  the  independent  movement  by 
purchasing  certain  of  those  operating  companies.  In  other  words 
we  will  say  that  in  the  State  of  Xew  York  there  are  903  companies. 
About  650  of  those  companies  are  operating  companies.  If  it  is 
possible  for  the  Bell  interests  to  buy  up  one  of  those  companies, 
or  a  company  here  and  a  company  there,  it  breaks  into  the  inde- 
pendent chain  and  while  that  is  generally  closed  up  by  the  grant- 
ing of  another  franchise  and  the  organization  of  another  company, 
it  has  a  deteriorating  influence  upon  the  business  and  makes  an 
investment  in  independent  telephone  securities  somewhat  hazard- 
ous. In  order  to  avoid  that  the  national  association  of  independ- 
ent telephone  men  have  created  a  defense  fund  of  $100,000.  That 
is  placed  in  the  hands -7- or  rather  it  i^  used  for  the  retaining  of 
a   firm  of  attorneys  of  national  re])Utati(»n,  who,  in  turn,  retain 
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attorneys  in  each  State  of  the  Union.  I  don't  know  that  their 
organization  is  complete  as  yet;  because  this  was  only  two  or  three 
months  ago.  That  organization  is  to  co-operate  with  the  State 
and  National  authorities  wherever  an  attempt  is  made  to  destroy 
competition,  and  it  is  being  worked  out  along  that  line.  The  cen- 
tral attorneys  themselves,  in  whose  hands  the  entire  defense  will 
be,  assisted  by  the  attorneys  in  the  several  states,  have  undertaken 
to  codify  all  the  statutes  and  all  decisions  relative  to  competition 
end  anti-trust  laws,  and  it  is  expected  that  in  February  that  will 
be  laid  before  the  judicial  department  of  the  United  States  and 
also  before  each  State,  with  copies  supplied  to  all  the  United 
States  attorneys  and  to  the  Attorney-Generals  of  the  several  states. 
The  purpose  of  that  is,  of  course,  to  stop  this  method  that  the 
Bell  Company  has  attempted  in  buying  up  here  and  there  a  com- 
pany for  the  purpose  of  breaking  a  chain  of  independent  com- 
panies. I  don't  know  if  there  is  any  other  branch  of  this  subject 
which  would  be  interesting  to  the  Committee. 

Q.  Anything  that  occurs  to  you,  I  think,  will  be  of  interest  to 
the  Committee,  that  affects  the  telephone  situation  in  this  State? 
A.  Coming  down  to  the  State  of  Xew  York  I  am  familiar  with 
some  transactions  that  have  been  had  and  some  attempted.  In 
Rochester  a  franchise  was  granted  —  I  assisted  at  that  time  in 
conference  with  some  of  the  people  that  got  it  —  but  a  company 
was  inaugurated,  a  franchise  granted,  and  I  remember  at  that 
time  that  the  Bell  Company  had  in  the  neighborhood  of  1,300  or 
1,700  subscribers.  I  may  get  it  mixed  a  little  with  Grand  Rapids. 
I  think  it  was  1,700  subscribers.  There  had  been  a  great  feeling 
among  the  poo[)le  because  of  their  dominant  disposition,  and  it  was 
a  comparatively  easy  matter  to  get  a  franchise.  It  was  suggested 
at  that  time  that  the  independent  company,  by  reducing  rates  and 
giving  excellent  service,  might  be  able  to  get  3,000  subscribers  — 
certainly  not  more  than  4,000,  and  the  plant  was  built  at  that  time 
for  that  purpose.  To-day  they  have  something  over  10,000.  They 
are  giving  two  and  one-half  times  the  service  that  they  originally 
contemplated  and  they  feel  that  their  rates  are  inadequate  for  the 
amount  of  service  that  they  are  furnishing  at  the  present  time. 
There  has  been  three  attempts  to  purchase  the  company.  One 
time  it  became  verv  critical ;  hut  so  far  we  have  been  able  almost 
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universally,  to  prevent  the  sale  of  an  independent  company  to 
the  Bell.  We  lost  Johnstown,  Gloversville,  and  in  a  way  Middle- 
town;  but  as  compared  to  the  number  of  telephone  companies  in 
the  State  there  has  been  very  little  inroads  made  upon  the  inde- 
pendents. Our  publications  show  that  out  of  over  12,000  operat- 
ing companies  that  the  percentage  of  purchases  by  the  Bell  Com- 
pany has  been  less  than  1^^  per  cent.  The  situation  in  New 
York,  and  you  might  say  in  New  Jersey,  Pennsylvania  and  Con- 
necticut, is  one  in  which  the  independents  are  operating  to  a 
very  great  advantage.  New  York  is  naturally  the  telephone  centre, 
and  I  presume  that  it  is  safe  to  say  that  3,000,000  independent 
telephones  are  refused  access  to  the  New  York  markets  because 
of  the  fact  that  there  is  no  company  with  which  to  connect  in 
New  York.  So  far  every  attempt  has  failed  that  has  been  made 
to  build  up  a  competitive  system  in  this  city.  There  has  been 
granted  in  Brooklyn  an  automatic  franchise  in  1894  —  the  fran- 
chise that  was  described  by  Mr.  Wilson  when  on  the  stand  —  and 
it  is  believed  that  through  the  use  of  those  two  franchises  it  will 
be  practical  to  establish  an  independent  system  in  this  State  with 
which  the  independents  of  the  State  and  of  the  United  States  may 
connect.  With  that  in  view  the  Great  Eastern  Company  of  South 
Dakota  was  organized.  They  purchased  a  bare  majority  of  the 
stock  of  the  Brooklyn  Franchise  Company  and  took  an  option  on 
the  stock  of  the  New  York  Electric  Lines  Company. 

Q.  Just  a  moment.  When  you  speak  of  the  Brooklyn  Fran- 
chise Company,  you  refer  to  the  New  York  and  Eastern  Telephone 
Company  ?  A.  New  York  and  Eastern  Telephone  Company.  Re- 
lying upon  this  franchise,  and  being  advised  by  Judge  Parker  that 
it  would  be  necessary  to  show  necessity,  or  a  public  demand,  before 
any  further  conduits  might  be  built,  the  Great  Eastern  Company 
instituted  a  canvass  for  subscribers  and  secured  107,000  signed 
contracts.  I  should  say  of  that  107,000  that  there  was,  perhaps  60 
per  cent,  of  five  years  from  date  of  connection,  20  per  cent,  of 
three  years,  20  per  cent,  of  one  year,  and  10  per  cent,  of  pay  sta- 
tion contracts.  The  rates  under  those  contracts  were  at  that  time 
calculated  to  be  about  48  per  cent.,  just  a  little  less  than  half  the 
prevailing  Bell  rate.  The  measure  service  ranges  from  2  cents 
a  message  in  large  contracts  to  5  cents  on  a  minimum  contract  of 
300  messages.    The  unlimited  residential  rates  is  from  $1  a  month 
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to  $5  a  month.  The  company  has  a  contract  with  the  Inter-Ocean 
Telephone  and  Telegraph  Company,  controlled  by  the  Buffalo 
people,  for  a  long  distance  connection,  and  it  has  a  contract  with 
the  State  Line  and  Coast  Line  Companies  in  this  vicinity  for 
suburban  connections. 

Q.  Just  a  moment.  Was  that  price  of  one  to  five  dollars  a 
month  for  business  telephones  ?    A.  No ;  residential. 

Q.  Residential  entirely  ?  A.  Yes.  It  is  not  practical  in  New 
York  to  make  an  unlimited  service  for  business. 

Q.  That  is,  the  business  telephone  service  in  New  York  city 
should  be  measured  service?     A.  Yes. 

Q.  Won't  you  tell  the  Committee  why  that  is.  I  don't  like  to 
interrupt  you ;  but  I  have  that  in  mind.  A.  Yes,  I  think  I  can 
explain  it.  We  have  in  New  York  the  widest  range  of  telephone 
use  of  any  place  in  the  world.  The  ordinary  storekeeper  —  you 
might  include  in  that  a  barber  shop  —  will  probably  have,  if  he 
uses  the  telephone  twice  a  day,  it  will  be  all  that  he  will  require. 
He  is  entitled  to  pay  5  cents  a  message  for  what  he  does  use  up 
while  other  men  will  use  a  dozen  or  15  or  20  pairs  of  wires  in 
order  to  accomnH)date  their  business.  I  think  we  have  contracts 
that  run  as  high  as,  T  think,  $9,000  on  a  2  cent  basis. 

Q.  That  is  2  cents  for  local  messages  ?  A.  Two  cents  for  local 
messages  and  5  cents  between  boroughs. 

Q.  How  many  pairs  of  wires  would  you  install  in  carrying  out 
a  contract  of  that  sort?  A.  Well,  that  particular  contract  provides 
for  some  private  wire,  three  or  four  switches,  something  like  200 
telephones  —  T  don't  remember  the  entire  amount;  but  that  w^as 
the  basis. 

Q.  About  how  many  wires  from  that  particular  subscriber's 
station  to  your  exchange?  A.  We  figure  on  about  15  per  cent  in 
a  large  exchange.  That  is,  if  they  had  100  telephones  we  would 
advise  fifteen  trunks. 

Q.  Fifteen  trunk  lines  ?    A.  Yes,  that  is  ample. 

Q.  And  how  many  telephones  do  you  propose  to  install  in  this 
particular  place?  A.  Our  engineering  plans,  so  far  as  wo  have 
progressed,  cover  the  surv^ey  of  18,700  and  some  odd  blocks. 

Q.  I  don't  think  you  catch  my  meaning.  I  mean  in  regard 
to  this  particular  subscriber  how  many  telephones  do  you  propose 
to  install?     A.  T  think  it  is  something  over  200. 


No.  38.]  255 

Q.  So  l^at  you  would  have  something  over  thirty  pairs  of  wires 
connecting  your  exchange  with  them?  A.  Yes;  but  those  wires 
are  in  different  buildings.  The  business  is  part  in  Brookhn  and 
part  in  New  York,  and  part  in  Jersey,  and  it  means  private  wires 
between,  so  that  you  could  hardly  make  that  particular  contract  the 
basis. 

Q.  When  you  speak  of  private  wires  between,  do  you  mean  that 
you  would  install  for  them,  say  from  their  place  of  business  in 
Manhattan,  a  wire  direct  to  the  place  of  business  in  Brookl;y*n 
that  wouldn't  go  through  your  exchange?  A.  That  wouldn't  go 
through  our  exchange. 

Q.  So  that  they  could  communicate  without  the  knowledge  of 
\our  exchange  employees?  A.  That  is  right.  The  basis  of  our 
private  branch  exchange  contract  is  $200  for  4,000  messages,  and 
three  extension  telephones  and  two  trunk  lines.  That  is  the  basis. 
And  then  we  add  to  that  to  any  extent  that  they  desire.  Our 
engineering  plans  for  New  York  provide  for  an  immediate  in- 
stallation of  600,000  telephones,  with  an  ultimate  capacity  of 
1,000,000. 

Q.  You  spoke  of  preventing  the  sale  to  the  Bell  interests  of  the 
plant  of  the  Rochester  Company.  Isn't  it  generally  understood 
that  that  sale  was  prevented  by  the  suit  brought  by  the  then 
Attorney-General  of  the  State?  A.  Yes,  sir;  but  we  furnished 
him  with  the  information. 

Q.  It  was  brought  at  your  instigation?  A.  Yes,  sir.  I  will 
not  put  it  quite  that  broad.  Mr.  Hubbell  asked  me  if  I  could  fur- 
nish him  any  information  in  regard  to  it,  and  I  furnished  the 
information,  sent  it  to  Mr.  Ilubbell,  and  I  think  Mr.  Hubbell  took 
it  to  Mr.  Jackson. 

Q.  Are  you  interested  in  the  Rochester  Company?  A.  I  am 
not  now ;  I  was  at  one  time. 

Q.  Were  you  at  that  time  ?    A.  No,  I  was  not. 

Q.  How  long  since  you  have  been  interested  in  the  Rochester 
Company  ?  A.  I  think  I  sold  my  stock  about  the  time  they  organ- 
ized the  Great  Eastern,  about  five  or  six  years  ago. 

Q.  Were  you  interested  in  the  independent  companies  that 
were  located  in  Buffalo  at  that  time?     A.  No. 

Q.  Were  you  ever  interested  in  any  of  those  companies?  A. 
Yon  mean  as  a  stockholder? 
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Q.  In  any  manner?     A.  Yes,  contract  relations. 

Q.  But  not  as  a.  stockholder  ?  A.  Not  as  a  stockholder ;  none 
of  Mr.  Hubbell's  companies. 

Q.  You  spoke  of  having  a  contract  with  the  Inter-Ocean  for 
long  distance  business.  Do  you  understand  that  the  Inter-Ocean 
has  gone  out  of  business?  A.  No,  I  understand  that  it  has  trans- 
ferred its  interests  to  the  — 

Q.  To  the  Federal  ?    A.  To  the  Federal. 

Q.  That  is  that  the  Inter-Ocean  has  goiie  out  of  business  and 
has  sold  out  to  the  Federal?  A.  I  understand  that  the  Federal 
has  taken  over  all  of  its  property  and  contracts. 

Q.  Do  you  understand  that  the  Federal  has  also  taken  over  the 
property  and  business  of  the  Frontier  ?     A.  Yes. 

Q.  So  that  the  business  of  those  two  independent  companies 
is  merged?    A.  Yes;  I  don't  know  exactly  upon  what  basis. 

Q.  In  one  company  known  as  the  Federal?  A.  Yes,  I  so 
understand  it.  I  am  not  fully  informed.  I  also  understand  that 
Mr.  Hubbell  is  transferring  the  long  distance  interests  to  the 
Continental  which  is  financed  by  St.  Louis  people. 

Q.  In  your  testimony  you  stated  that  you  had  contracts  with 
107,000  different  people  in  New  York  city  and  Brooklyn?  A. 
Yes. 

Q.  For  an  exchange  service?  A.  For  an  exchange  telephone 
service. 

Q.  And  those  contracts  ran  for  different  periods?  A.  Yes, 
one,  three  and  five  years. 

Q.  You  have  stated  that  60  per  cent,  of  them  were  for  five 
years,  20  per  cent,  for  three  years,  20  per  cent,  for  one  year,  and 
10  per  cent,  were  for  local  pay  stations?    A.  That  is,  practically. 

Q.  And  what  are  the  remaining  contracts?  A.  That  would 
make  the  full  amount. 

Q.  That  is,  the  110  per  cent,  includes  it  all?  A.  No,  that 
would  be  100  per  cent. 

Q.  Sixty,  and  20,  and  20,  and  10  ?  A.  Yes ;  that  would  make 
110;  but  I  think  possibly  that  they  could  all  be  —  possibly  you 
might  say  the  five-year  contracts  would  be  fully  GO  per  cent  but 
the  dividing  up  of  the  40  per  cent,  possibly  —  well,  I  think  we 
have  got  as  many  three-year  as  one-year  and  havo  fi;ot  about  half 
as  many  pay  station  contracts. 
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Q.  That  is,  the  remaining  40  per  cent,  should  be  divided  into 
two  parts?    A.  Yes;  about  two,  two  and  one. 

Q.  And  one  part  is  toll  exchange  contracts?  That  is  regular 
public  telephone  stations?     A.  Yes. 

Q.  And  two  parts  three-year  contracts  ?  A.  And  two  parts  one- 
year  contracts.     That  is  about  the  way  they  should  be  divided* 

Q.  You  spoke  of  a  defense  fund  of  $100,000.  What  does  that 
mean?  A.  I  wasn't  present  at  the  time  it  was  subscribed,  but  I 
am  informed  by  those  that  were  present  that  the  independent 
interests  contributed,  each  company,  what  they  felt  that  they  ought 
to  contribute,  until  $100,000  was  contributed  as  defense  fund. 
That  is,  to  prevent  the  absorption  or  the  buying  out  of  independent 
systems  by  the  Bell  system,  and  in  doing  that  stifle  competition 
or  eliminate  competition. 

Q.  Did  you  or  your  companies  contribute  any  part  of  that 
$100,000  ?    A.  No,  we  did  not. 

Q.  Do  you  know  what  companies  did  contribute  all  or  any 
portion  of  it  ?  A.  I  am  informed  that  the  Carrahaven  Company, 
of  Cleveland,  contributed  $10,000,  that  the  Kinlock,  of  St.  Louis, 
$10,000.  I  think  Mr.  Hubbell  contributed  —  Hubbell's  interests, 
I  don't  think  it  was  Mr.  Hubbell  alone  —  contributed  $5,000;  I 
think  the  United  States  Company  contributed  $10,000,  and  I 
Understood  that  the  Koehler  interests  —  that  would  include  De- 
troit, Kansas  City,  and  a  number  of  other  companies,  contributed 
$50,000. 

Q.  That  is,  altogether?     A.  Altogether. 

Q.  Do  you  understand  that  those  contributions  were  voluntary 
or  were  they  assessed  against  the  companies  ?  A.  No ;  they  were 
volimtary. 

Q.  There  wasn't  any  assessment  on  the  business  or  property 
value  of  the  company,  or  gross  or  net  income  ?  A.  No ;  it  was  a 
voluntary  subscription. 

Q.  Who  is  the  treasurer  of  the  fund?  A.  I  do  not  know;  I 
was  not  present. 

Q.  Do  you  know  where  or  how  it  is  held  ?    A.  No,  I  do  not. 

Q.  Do  you  know  how  it  is  intended  to  be  expended  ?  A.  Yes, 
it  is  intended  to  employ  attorneys  —  one  central  —  well,  I  don't 
know  whether  you  could  say  one  central  attorney  because  I  don't 


258  [Senatr 

euppose  that  would  be  proper;  but  one  firm  of  attorneys  will 
handle  the  whole  work  and  they  in  turn  will  employ  assistants  in 
each  of  the  thirty-seven  states. 

Q.  Well,  have  those  general  attorneys  been  employed?  A.  I 
do  not  know. 

Q.  Do  you  know  whether  any  local  attorneys  have  been  em- 
ployed in  that  work  in  the  State  of  New  York  ?    A.  I  do  not. 

Q.  Do  you  know  who  does  know  about  that?  A.  Yes,  I  think 
Mr.  Koehler  would  know. 

Q.  What  is  the  full  name?    A.  Max  Koehler. 

Q.  What  is  his  address?    A.  St.  Louis,  Mo. 

Q.  Is  there  any  one  in  the  State  of  New  York  so  far  as  you 
know  that  would  have  any  information  in  regard  to  the  use  of 
that  fund  for  the  employment  of  attorneys  to  be  paid  out  of  itf 
A.  No,  I  do  not.  I  should  judge  that  Mr.  Hubbell  would  know 
something  about  it.  I  think  Mr.  Hubbell  was  present  at  the 
time. 

Q.  Is  there  any  community  of  interest  under  the  independent 
lines  other  than  a  sentimental  community  of  interests?  A.  Yes* 
It  is  always  a  vital  interest.  In  fully  90  per  cent,  of  the  locations 
where  independent  companys  have  sprung  up  —  I  think  that  is  a 
proper  name  to  use  —  there  has  been  an  oppression  on  the  part  ot 
the  Bell  interests  that  has  become  unbearable. 

Q.  An  oppression  in  what  way  ?  A.  In  rates  and  in  the  class  of 
service  and  in  the  treatment  of  the  subscribers. 

Q.  You  are  not  referring  now  to  the  treatment  of  the  independ- 
ent companies?    A.  I  am  referring  to  the  public. 

Q.  Referring  to  the  treatment  of  the  general  public?  A.  The- 
gener.al   public. 

Q.  And  the  subscribers  to  the  Bell  system  ?  A.  Yes.  That  haa 
made  it,  I  will  say  desirable  —  almost  essential  —  for  the  inde» 
pendent  companies  to  organize  for  local  service.  That  has  grown 
into  an  exchange  of  business  through  long  distance  lines  until  each 
of  those  phalanges,  you  might  say  —  they  are  a  community  by 
themselves  —  they  have  joined  with  other  communities,  and  in  that 
way  the  independent  system  has  been  built  up.  Now,  when  the 
Bell  Company  comes  and  picks  out  a  connecting  company  —  fop 
instance,  if  there  was  a  chain  of  companies  across  the  State,  and 
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they  could  step  in  and  buy  one,  or  two,  or  three  of  those  companies 
and  break  up  that  chain,  it  would  depreciate  the  value  of  all  com- 
panies that  would  be  in  that  connection,  so  that  it  became  absolutely 
essential  to  adopt  some  course  that  would  prevent  that  course  of 
action  on  the  part  of  the  Bell  Company. 

Q.  That  is  to  say,  that  one  independent  company  makes  a  con- 
tract for  inter-conmiunication  with  every  company  in  contigiions 
territory?    A.  Yes. 

Q.  That  is  the  custom,  is  it  ?    A.  Yes. 

Q.  So  that  they  are  bound  together  by  contract  relations?  A. 
Yes. 

Q.  As  to  interchange  of  business  ?    A.  Yes. 

Q.  Inter-communication  over  the  lines  of  the  two  companies? 
A.  Yes. 

Q.  Then,  as  you  extend  that  over  the  original  company  as  a 
centre,  say,  each  company  that  has  a  contract  with  that,  in  turn 
makes  a  contract  with  every  independent  company  occupying  con- 
tiguous territory  to  it?     A.  That  is  right. 

Q.  To  what  extent  has  that  gone  on  so  far  as  the  United  States 
is  concerned  ?  A.  Almost  universally.  I  should  say  at  least  99 
per  cent.  T  don't  know  of  but  one  or  two  companies  that  haven't 
joined  with  the  independents  in  that  way.  That  is  trnly  an 
independent  company,  remember. 

Q.  Take,  for  instance,  an  independent  company,  as  there  is 
one  operating  in  Syracnse,  another  independent  company  in  Roch- 
ester. TTow  do  they  divide  the  central  portion  of  the  State  as  to 
toll  business?  A.  The  general  mle  among  companies  is  that  the 
originatins:  company  —  that  is,  the  company  where  a  message 
originates  —  is  to  receive,  in  some  instances,  10  per  cent.,  some 
15,  and  some  25,  according  to  the  importance  of  the  location,  and 
as  they  can  agree  among  themselves.  Then  each  company  divides 
the  mileage  in  what  we  call  air-line  mileage. 

Q.  That  doesn't  mean  direct  line?    A.  Xo. 

Q.  It  means  the  distance  measured  over  the  wires  of  the  com- 
pany? A.  Xo;  it  means,  if  an  exchange  is  here  and  they  want 
to  talk  over  another  exchange  here  and  they  have  to  go  a  round- 
about wav,  thev  take  the  air  line. 

Q.  Then  it  does  mean  a  direct  line?    A.  A  direct  line. 
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Q.  Connecting  the  two  points?  A.  It  may  take  fifteen  miles 
of  wire  to  talk  ten  miles. 

Q.  But  they  divide  on  the  basis  of  the  air-line  business?  A. 
On  the  basis  of  the  air-line  business. 

Q.  That  does  not  come  exactly  to  what  I  had  in  mind.  For 
instance,  the  Bell  of  Buffalo  operated  in  seven  counties  a  toll 
business  and  it  owned  exchanges  under  an  arrangement  with  the 
original  patentees  of  the  Bell  instrument.  Now,  is  there  any 
arrangement  between  an  independent  company  in  Syracuse  and 
one  in  Rochester  as  to  a  dividing  line  between  those  two  cities 
whereby  the  company  in  Rochester  has  the  right  to  establish  toll 
business  down  to  that  point  and  call  it  its  territory,  and  the  Syra- 
cuse exchange  has  a  similar  right  on  the  east  side  of  that  line  ?  A. 
Yes.  That  is  generally  governed,  however,  by  the  extension  of 
the  line.  For  instance,  if  Syracuse  builds  clear  down  to  Roches- 
ter it  is  entitled  to  all  of  the  mileage,  don't  you  see,  and  it  has 
a  right  to  establish  its  toll  as  far  as  that  along  that  line.  In  other 
places  they  will  say  if  you  will  meet  me  at  such  a  place  with  your 
line  we  will  build  down  to  that.  Then  they  will  divide  on  that  line. 
It  is  a  matter  of  contract,  always. 

Q.  Is  there  any  general  scheme  among  the  independents  where- 
by the  local  business  is  operated  by  certain  companies  operating 
local  exchanges  and  the  business  known  as  long  distance  business 
is  operated  by  separate  companies?  A.  Yes;  almost  imiversally 
that  way. 

Q.  That  is  the  local  exchange  company  controls  the  local  busi- 
ness?   A.  Yes. 

Q.  It  controls  the  toll  business?     A.  Yes. 

Q.  And  have  a  territory  embracing  perhaps  several  counties 
contiguous  to  the  toll  station?  A.  Yes. 

Q.  Then  there  is  another  company,  also  independent,  to  be  con- 
nected up  with  the  local  exchange  company  by  a  contract  and  that 
handles  the  long  distance  business?     A.  Yes. 

Q.  That  is,  you  have  followed  out  the  same  scheme  that  there 
is  in  existence  and  in  operation  between  local  Bell  companies  con- 
trolling the  toll  business  and  the  local  exchange  business  and  the 
American  Telephone  and  Telegraph  Company  controlling  the  long 
distance  business.     A.  Yes,  verv  near  that. 
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Q,  That  is,  you  have  modelled  —  or  the  people  in  the  inde- 
pendent companies  have  modelled  their  scheme  of  operation  upon 
the  scheme  of  the  Bell  lines  and  companies?  A.  Well,  largely; 
but  I  can't  say  that  they  have  modelled  it  after  that.  It  has  been 
a  natural  growth. 

Q.  Well,  it  is,  as  a  matter  of  fact,  like  it  ?  A.  Yes,  it  termi- 
nates in  that. 

Q.  Whether  it  is  a  natural  or  unnatural  growth,  it  goes  to 
that  i    A.  It  goes  to  that  substantially. 

Q.  You  couldn't  find  any  scheme  of  conducting  the  business 
that  was  any  better  than  that,  consequently  you  followed  that  line  ? 
A.  Yes.  It  comes  more  like  this:  We  will  say,  Syracuse  and 
Rochester  has  a  local  company.  They  find  that  in  order  to  accom- 
modate their  customers  that  they  must  have  inter-communication 
and  they  got  to  work  and  organized  a  third  company  to  build  the 
connecting  line.  That  is  the  way  it  was  brought  about.  It  is  a 
growth.  While  on  the  part  of  the  Bell  it  has  been  a  systematic 
policy. 

Q.  As  I  recall  you  stated  that  vou  had  oulv  a  small  block  of 
•  •■  • 

common  stock  of  the  State  Line  Telephone  Company  of  New 
York?     A.  I  don't  think  I  have  but  one  share. 

Q.  That  is  of  the  common?     A.  Of  the  common. 

Q.  And  how  much  have  you  of  the  preferred?  A.  I  think  I 
have  five  shares. 

Q.  You  have  five  shares  of  the  preferred?  A.  One  share  of 
common,  I  think,  in  the  State  Line  Company  of  Xew  York. 

Q.  Then  you  have  $500  of  one  kind  and  $100  of  another  of  a 
total  issue  of  practically  $690,000,  I  think,  par  value.  Is  your 
interest  in  the  other  companies  of  which  you  are  an  officer  pro- 
portionately greater  or  less  than  it  is  in  the  State  Line  of  New 
Y^ork  ?     A.  It  is  very  much  greater. 

Q.  Very  much  greater?     A.  Yes. 

Q.  What  companies  have  you  the  largest  interest  in  ?  A.  That 
is  the  largest  investment? 

Q.  Yes.     A.  The  Great  Eastern. 

Q.  That  is  a  holding  company  ?    A.  Yes. 

Q.  And  the  Great  Eastern  has  control  of  the  Xew  York  Electric 
Lines  Company?    A.'  Yes.     It  has  no  ownership  of  its  stock,  but 
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what  we  hope  at  some  time  will  be  ownership.  It  is  held  through 
an  agreement. 

Q.  And  what  is  that  agreement?  A.  Well,  the  stock  is  depos- 
ited and  we  have  agreed  to  purchase  it. 

Q.  That  is  the  stock  of  the  Xew  York  Electric  Lines  Company? 
A.  Yes. 

Q.  At  what  price?     A.  $10  a  share. 

Q.  The  par  value  is  how  much  ?    A.  One  hundred  dollars. 

Q.  Mr.  Millard  spoke  of  a  trust  company  in  Newark  or  Jersey 
City,  I  have  forgotten  which,  where,  as  I  recall  it,  he  said  the 
books  of  the  Xow  York  and  Eastern  Telephone  Company  are  kept. 
Can  you  tell  the  name  of  that  trust  company?  A.  No,  I  can't 
T  know  where  it  is;  but  I  can't  —  it  is  about  three  blocks  from 
the  ferry. 

Q.  On  what  street  ?  A.  It  is  on  the  main  street  running  up 
from  the  Pennsylvania  depot  there. 

Q.  Do  you  happou  to  know  the  name  of  that  street?  A.  No, 
I  do  not. 

Q.  Who  do  you  understand  controls  the  stock  of  the  State  Line 
Company  of  New  York?  A.  The  majority  of  that  stock  is  held 
by  the  State  Line  Company  of  South  Dakota. 

Q.  And  who  controls  the  stock  of  that  company  ?  A.  Well,  its 
stockholders.     There  is  no  one  man  controls  it. 

Q.  Well,  is  there  a  small  group  of  men  that  control  it  either 
by  ownership  or  a  voting  trust  agreement?     A.  No. 

Q.  You  are  one  of  the  officers  of  the  Dakota  company?  A. 
Yes;  treasurer. 

Q.  Do  you,  as  treasurer,  vote  the  stock  of  the  Dakota  company 
which  it  holds  in  the  State  Line  Company  at  the  State  Line 
elections  —  the  State  Line  of  New  Jersey  ?  A.  No,  not  gener- 
allv. 

Q.  Who  does  vote  that?  A.  Why,  I  think  the  last  annual 
meeting,  the  secretary  voted  it,  and  the  meeting  before  that,  I 
think  that  the  president,  Mr.  Millard,  and  I  think,  the  meeting  be- 
fore that,  I  voted  it. 

Q.  Mr.  Millard  is  president  of  the  Dakota  company?  A.  Yes, 
he  is  president;  of  the  Dakota  company,  yes,  sir. 

Q.  How  long  has  he  been  president  of  that  company?  A.  I 
thiiik  since  its  organization. 
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Q.  And  that  was  when?    A.  I  think  it  was  1905. 

Q.  I  think  he  stated  that  while  he  was  on  the  stand  ?    A.  Yes* 

Q.  Have  you  the  stock  ledger  of  the  Dakota  company  here  in 
Ilew  York?  A.  No,  I  haven't.  We  never  filed  our  articles  in 
Kew  York. 

Q.  Where  are  the  books  of  the  State  Line  Company  of  Dakota 
kept  ?  A.  Part  of  them  are  kept  in  New  York  and  part  of  them 
in  Jersey  City. 

Q.  Whereabouts  in  Jersey  City  ?     A.  Fifteen  Exchange  Place. 

Q.  What  office  is  that  ?  A.  Well,  it  is  the  office  of  —  we  may 
say,  our  company  —  the  Coast  Line  and  State  Line  of  South 
Dakota  and  the  Great  Eastern  of  South  Dakota;  and  Hudson 
and  Middlesex. 

Q.  Is  the  stock  ledger  of  the  State  Line  Company  of  South 
Dakota  kept  in  Jersey  City?     A.  Yes. 

Q.  Do  you  have  any  objection  to  producing  it  here  for  the  Com- 
mittee? A.  Why,  I  haven't  for  the  Committee;  but  I  would 
have  serious  objection  to  making  it  a  public  document.  You  can 
readily  imagine  why. 

Q.  It  would  not  b^  a  public  document  if  it  is  not  offered 
in  evidence  or  read  into  the  minutes  ?  A.  I  have  not  any  objection 
to  the  Committee  knowing  it. 

Q.  Will  you  produce  it  to-morrow  ?    A.  If  you  desire  us  to. 

Q.  If  you  will?     A.  For  the  Committee? 

Q.  Yes,  for  the  Committee?  A.  Yes.  I  wouldn^t  want  it 
made  a  public  document. 

Mr.  Page:  If  we  published  all  of  those  things  I  am  fearful, 
that  we  would  destroy  the  State  government  in  excess  of  the  appro- 
priation for  printing. 

The  Witness:  This  is,  of  course,  a  delicate  matter.  A  man 
sometimes  owns  stock  in  a  company  when  he  don't  care  to  have  it 
known.  We  have  some  stockholders  who  own  stock  in  the  Bell 
Company  and  I  presume  they  wouldn^t  want  to  have  it  known. 

Mr.  Page  :  And  also  because  of  the  fact  that  there  are  assessors 
in  almost  every  locality? 

The  Witness:  Well,  I  presume  so. 

Mr.  Page:  One  matter,  Mr.  Chairman,  that  I  had  intended  to 
bring  up  a  bit  earlier  in  the  day  in  regard  to  the  matters  to  he 
taken  up  at  this  hearing.    As  you  and  all  of  the  Committee  know, 
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I  sent  out  to  every  company  in  the  State,  sets  of  question  blanka 
with  the  request  that  they  be  filled  out  and  the  answers  sent  in* 
Well,  with  the  larger  companies  involved  I  expect  a  great  amount 
of  work,  and  I  have  just  received  within  the  past  day  or  two  the  re- 
port of  the  New  York  Telephone  Company.  The  report  I  have 
had  an  opportunity  to  merely  glance  over.  I  did  not  see  it  until 
yesterday.  I  have  a  package  which  I  understand  contains  the  re- 
port of  the  American  Telephone  and  Telegraph  Company.  That 
package  I  haven't  had  an  opportunity  to  examine  at  all,  and  it  doea 
not  seem  to  me  that  it  is  feasible  to  attempt  an  examination  of  the 
officers  of  those  companies,  or  the  employees  of  those  companies  to 
any  great  extent  until  I  have  had  an  opportunity  to  look  over 
those  reports  and  determine  from  those  reports  the  extent  of  the 
examination  to  be  given  to  the  officers  and  employees  as  witnesses 
before  the  Committee.  I  think  there  are  some  other  matters  that 
will  occupy  the  Committee  to-morrow  the  greater  part  of  the  day 
and  I  suggest  that  after  to-morrow  the  Committee  adjourn  until 
some  day  next  week. 

Chairman  Davis:  And  in  the  meantime  you  will  go  over  those 
reports  ? 

Mr.  Page:  Yes,  and  be  prepared  to  go  on  with  the  investiga- 
tion next  week  in  regard  to  the  operating  company  of  New  York 

citv. 

t. 

Chairman  Davis:  I  don't  see  any  objection  to  following  that 
course. 

Mr.  Page  :  There  are  some  of  the  large  companies  that  haven't 
reported  at  all  and  I  would  like  instructions  in  regard  to  the 
course  to  be  pursued  toward  those  companies  by  the  investiga- 
tion. 

Chairman  Davis  :  We  will  take  that  matter  up  during  recess. 

Mr.  Page:  If  the  Committee  is  willing  to  adjourn  I  would 
very  much  like  to  adjourn  at  this  time  until  to-morrow  morning. 

Chairman  Davis:  We  will  adjourn  until  11  o'clock  to-morrow 
morning.  The  Chair  will  state  that  all  witnesses  that  have  been 
subpoenaed  I  would  like  to  have  them  appear  here  to-morrow 
morning  at  11  o'clock. 

Adjourned  until  December  2,  1909,  at  11  a.  m. 
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Chairman  Davis:  The  Committee  will  be  in  order. 

Mr.  Page:  Mr.  Chairman,  I  would  like  to  inquire  if  there  is 
anyone  in  the  room  who  wishes  to  make  a  complaint  against  any 
telephone  or  telegraph  company  operating  wholly  or  partly  within 
the  city  of  New  York  —  a  complaint  relating  either  to  service  or 

Mr.  Otto  Eugene  Reimer:  Mr.  Chairman,  in  the  summer  I 
Reside  in  Bennington,  Vermont,  and  Bennington  Centre,  Vermont. 
The  telephone  toll  to  Bennington  is  35  cents.  The  telephone  toll 
from  Bennington  to  Bennington  Centre  is  5  cents.  If  I  telegraph 
to  my  family  or  if  anybody  telegraphs  to  me,  the  Western  Union 
charges  20  cents  for  that  same  telephone  toll  from  Bennington 
to  Bennington  Centre.  I  protested  to  the  Western  Union  Com- 
pany and  they  blame  the  local  telephone  company  and  the  local 
telephone  company  blames  the  Western  Union  Company,  and  I 
can  get  no  satisfaction. 
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Mr.  Page:  Is  the  local  telephone  company  what  is  commonly 
known  as  a  Bell  company  or  an  independent? 

Mr.  Reimer:  It  is  a  New  England  company,  I  think. 

Mr.  Page:  Do  you  know  whether  that  is  a  Bell  company  or 
not. 

Mr.  Reimer:  I  am  not  positive;  I  couldn't  say,  sir.  The 
Western  Union  told  me  that  the  telephone  company  charges  — 
and  the  telephone  company,  the  superintendent  there  tells  me  that 
the  Western  Union  charges  —  they  charge  the  Western  Union 
3  or  4  cents,  whatever  it  is;  and  I  have  to  pay  20  cents,  and  for 
an  ordinary  message  from  the  village  up  to  Bennington  Centre  I 
pay  5  cents.  I  have  called  attention  several  times  in  letters  to  the 
Western  Union  Company  and  their  superintendent  has  been  to 
see  me,  and  the  toll  remains  the  same.  They  promised  some  con- 
cessions later  on  for  telephone  subscribers  there,  but  nothing  has 
been  done,  and  that  has  been  going  on  since  July. 

Chairman  Davis  :  We  can  call  the  attention  of  the  oflScers  when 
they  are  here  before  the  Committee  and  see  what  explanation 
they  make.  It  mav  be  a  little  more  satisfactory  than  the  explana- 
tion  which  you  received. 

Mr.  Reimer:  I  got  no  satisfaction,  and  I  thought  it  was  advis- 
able to  put  it  before  your  Committee. 

Chairman  Davis  :  We  are  always  glad  to  hear  these  complaints. 

Mr.  Page:  Is  there  anyone  else  present  having  a  complaint 
against  any  of  the  companies?    • 

Mr.  Alfred  J.  Cisney  :  I  reside  at  Richmond  Hill  in  the  city 
of  Xew  York.  I  am  in  business  there  and  I  wish  to  complain 
that  our  rates  for  service  are  too  high.  It  costs  us  15  c^nts  in 
addition  to  our  subscription  cost  of  telephone  —  we  must  pay  15 
cents  every  time  we  call  up  Manhattan  which  is  distant  less  than 
ten  miles,  and  every  time  we  call  up  Brooklyn,  the  distance  of 
which  is  less  than  two  miles,  we  must  pay  10  cents,  and  we  call 
for  parties  in  Xew  York,  we  don't  get  the  party  that  we  wish  to 
do  business  with,  he  is  out,  and  we  call  again,  and  still  don't 
get  him  and  possibly  the  third  time  before  we  are  able  to  reach 
our  party.  That  makes  45  or  maybe  60  cents  to  transact  business 
and  it  seems  to  me  that  the  rate  of  cost  is  outrageous.  We  can 
come  from  the  extreme  end  of  Jamaica  to  the  city  and  back  for 
10  cents.    Now,  the  expense  of  building  a  railroad  and  carrying  a 
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passenger  that  distance  is  very  enormous,  compared  with  the  ex- 
pense of  the  telephone  company  which  charges  you  15  cents  for 
service  which  you  may  not  get  until  the  fourth  or  fifth  time. 

Chairman  Davis:  Then  it  costs  more  to  transmit  the  voice 
than  it  does  the  person? 

Mr.  Cisney:  Yes,  sir.  I  simply  wish  to  appear  before  this 
Committee  as  stating  a  complaint. 

Mr.  Page:  I  have  a  complaint  from  Mr.  E.  Feuerstein,  of  97 
Attorney  street.  Do  you  care  to  have  it  read  into  the  minutes? 
It  appears  to  be  a  complaint. 

Chairman  Davis:  Yes,  if  it  is  short. 

Mr.   Page:  It   is  not  very  lengthy. 

DR.  E.  FEUERSTEIN, 
97  Attorney  Street, 

#  

655  WiUoughby  Ave.,  Brooklyn. 

New  York,  12/19/09. 
Legislative  Investigating  Committeej  City  Ball: 

Gentlemen. —  I  have  two  offices,  one  in  Manhattan,  the  other  in  Brooklyn. 
I  am  also  blessed  with  two  telephones.  We  physicians  do  keep  telephones 
chiefly  for  being  called  and  seldom  for  calling.  Out  of  the  000  free  calls  a 
year  I'll  hardly  use  more  than  forty  during  the  whole  year.  Five  hundred  — 
the  least  —  go  for  nothing  in  my  Brooklyn  office.  But  I  have  to  be  in  con- 
stant communication  with  ray  New  York  office  and  I*m  compelled  to  pay  for 
each  and  every  call  to  Manhattan  extra  ten  cents.  These  extra  calls  do 
make  up  a  nice  sum  for  the  year,  while  hundreds  of  calls  which  I  do  pay  in 
advance  for  are  being  wasted.  I  made  tlie  same  representations  to  the  tele- 
phone company  in  Brooklyn  but  to  no  avail.  I  hope  that  your  earnest  and 
just  endeavors  will  remove  this  burning  injustice  and  compel  the  telephone 
company  to  square  deals.  Wishing  you,  gentlemen,  the  best  results  in  your 
investigation,  I  remain. 

Thankfully  yours, 

'  FEUERSTEIN. 

Is  Mr.  Wilson  in  the  room  —  Wayne  W.  Wilson  ? 
Mr.  Reynolds,  will  you  take  the  stand  again,  please? 

13.  A.  Reynolds,  recalled: 

By  Mr.  Page  : 

Q.  Was  there  a  construction  company  formed  to  build  the  plant 
of  the  State  Line  Telephone  Company  of  Now  York  ?  A.  There 
was. 
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Q.  That  was  a  corporation  ?    A.  Yes,  sir. 

Q.  And  can  you  tell  what  its  capital  was?  A.  I  think  it  was 
$100,000. 

Q.  And  that  was  paid  in  in  cash?  A.  No,  I  think  there  was 
about  $15,000  paid  in. 

Q.  How  was  the  balance  paid  in  ?  A.  It  was  never  paid  in  more 
than  that. 

Q.  There  was  only  $15,000  of  stock  issued?  A.  I  think  that 
was  all  that  was  issued. 

Q.  Is  that  company  doing  business  now  ?  A.  Xo,  it  has  gone 
out  of  existence. 

Q.  Been  regularly  dissolved?  A.  Yes.  Well,  I  say  regularly 
dissolved ;  it  was  a  Xew  Jersey  corporation,  as  I  remember  it,  and 
it  was  dissolved  by  not  continuing  its  corporate  existence.  In  that 
State  it  is  not  necessary  to  go  through  a  regular  form  for  dissolv- 
ing a  company. 

Q.  It  was  simply  abandoned?    A.  It  was  abandoned. 

Q.  When  was  it  incorporated  ?  A.  About  the  same  time  that  the 
State  Line  Company  was  organized.    In  '93  I  think. 

Q.  And  how  long  did  it  stay  in  existence,  '93  or  1903  ?  A.  1903. 

Q.  And  how  long  did  it  stay  in  existence  as  a  corporation? 
A.  I  think  six  or  seven  months  that  we  utilized  it. 

Q.  And  in  what  way  was  it  utilized?  A.  To  secure  right  of 
way  and  construct  some  portions  of  our  country  lines. 

Q.  Did  it  do  any  of  the  work  of  constructing  the  Peekskill 
system?  A.  Xo,  it  did  not.  It  was  abandoned  before  the  Peeks- 
kill  svstem  was  built. 

Q.  About  hoAv  much  work  did  it  do  —  that  is,  expressing  it  in 
dollars  and  cents  ?    A.  I  should  say  maybe  $40,000. 

Q.  That  was  all  on  rural  lines?    A.  Yes. 

Q.  And  how  was  it  paid  for  that  Avork  ?  A.  By  the  State  Line 
Telephone  Company. 

Q.  Did  the  construction  company  ever  pay  a  dividend  ?  A. 
Xo,  it  did  not. 

Q.  What  became  of  its  assets  when  the  corporation  was  aban- 
doned ?  A.  As  I  remember  it  it  was  unable  to  carrv  out  its  con- 
tract  with  the  State  Line  Company,  and  the  State  Line  Company 
refused  to  give  it  any  farther  business.  It  paid  it  for  what  it  had 
performed  and  cancelled  its  contract. 
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Q.  Who  were  principally  interested  in  the  State  Line  Con- 
struction Company  ?  A.  Mr.  J.  Owen  Hochberger,  who  agreed  to 
finance  the  State  Line  Company,  and  myself  were  the  principal 
stockholders.  In  fact  I  think  there  were  onlv  two  or  three  inter- 
ested  and  they  had  two  or  three  shares. 

Q.  At  that  time  you  were  also  principal  owners  of  the  New 
York  State  Line  Company  of  New  York?  A.  That  is,  owners 
of  the  common  stock ;  not  of  the  preferred  stock. 

Q.  What  was  the  most  of  the  preferred  stock  that  you  ever  had 
at  any  one  time  ?    A.  Of  the  State  Line  of  New  York  ? 

Q.  Yes.    A.  Mr.  Sturgeon  was  the  largest  stockholder. 

Q.  Mr.  who  ?    A.  Sturgeon  —  W^.  A.  Sturgeon. 

Q.  Of  Kansas  ?    A.  Yes. 

Q.  You  spoke  of  him  yesterday  ?    A.  Yes. 

Q.  Do  you  know  of  a  company  known  as  the  Continental  Tele- 
phone Company  or  Telephone  and  Telegraph  Company?  A.  I 
know  of  it. 

Q.  Do  you  know  where  it  was  incorporated?  A.  In  New 
Jersey. 

Q.  Do  you  know  when  it  was  incorporated?  A.  About  six 
weeks  or  two  months  ago. 

Q.  Are  you  interested  in  any  manner  in  the  Continental  Tele- 
phone Company  ?  A.  In  no  way,  except  that  they  are  to  take  over 
the  long  distance  business  of  the  Hubbell  interests,  which  was 
formerly  known  as  the  Inter  Ocean  Telephone  and  Telegraph  Com- 
pany. 

Q.  Those  interests  were  taken  over  by  the  Federal  within  the 
past  two  months,  were  they  not?  A.  Yes,  but  it  is  being  trans- 
ferred to  the  Continental,  I  understand. 

Q.  And  now  they  are  going  to  be  turned  over  to  the  Continental  ? 
A.  Yes. 

Q.  Do  you  know  the  exact  name  of  that  company?  A.  Con- 
tinental Telephone  and  Telegraph  Company,  I  think. 

Q.  Do  you  know  what  its  capital  stock  is?  A.  $50,000,000,  I 
understand ;  T  haven't  seen  its  charter. 

Q.  Have  they  had  any  negotiations  with  you  in  regard  to  the 
taking  over  of  the  business  of  the  State  Line  Telephone  Company 
of  New  York?    A.  No,  sir,  they  never  have. 
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Q.  Have  they  had  any  negotiations  with  you  in  regard  to  tak- 
ing over  the  franchise  of  the  New  York  Electric  Lines  Company  ? 
A.  No,  sir. 

Q.  Or  in  regard  to  any  other  company  in  which  you  are  inter- 
ested ?    A.  No. 

Q.  Nothing  of  that  sort  ?  A.  Not  by  taking  over ;  simply  con- 
tract relations. 

Q.  What  are  the  suggested  contract  relations  between  your 
companies  and  the  Continental  ?  A.  That  we  are  to  develop  New 
York  and  the  Metropolitan  district,  and  they  are  to  develop  the 
long  distance  business. 

Q.  Anything  in  regard  to  sharing  the  profits  on  a  percentage 
basis?  A.  They  give  us  a  percentage  of  tolls  on  outgoing  mes- 
sages. 

Q.  Are  they  to  have  any  stock  interest  in  your  company?  A. 
Thev  are  not. 

Q.  Or  any  interests  in  the  net  profits  of  the  Metropolitan  busi- 
ness, provided  you  establish  a  business  here  ?    A.  No. 

Q.  Has  that  contract  been  executed  ?  A.  Between  the  Great 
Eastern  Company  and  the  Inter-Ocean  Telephone  and  Telegraph 
Company. 

Q.  The  Great  Eastern  is  the  holding  company  for  the  New 
York  Electric  Lines  Company?  A.  That  contract  was  made  with 
the  New  York  corporation. 

Q.  V.'ith  the  New  York  and  Eastern  Telephone  and  Telegraph 
Company?    A.  Yes. 

Q.  That  is  the  company  that  owns  the  franchise  in  Brooklyn? 
A.  No,  the  folding  company,  as  we  call  our  holding  company,  is 
the  Dakota  corporation.  The  company  that  will  operate  is  the 
Great  Eastern  Telephone  Company  under  New  York  laws. 

Q.  That  is  to  take  over  the  New  Y'^ork  Electric  Lines  Company 
and  the  New  York  and  Eastern  Telephone  and  Telegraph  Com- 
pany ?  A.  The  holding  company  takes  those  over  and  holds  the 
stock  in  its  treasury. 

Q.  Well,  how  is  the  Great  Eastern  Company  of  New  York 
going  to  get  into  the  field  as  the  operating  company?  Is  it  to  buy 
the  property  of  those  other  companies?  A.  No;  the  franchise 
granted  to  the  New  York  Electric  Lines  Company  provides  that 
it  cannot  be  transferred.     It  is  in  effect  a  wire  leasing  company 
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and  it  has  executed  a  contract  with  the  New  York  Great  Eastern 
by  which  the  telephone  —  by  which  it  agrees  to  lease  to  the  New 
York  corporation  the  necessary  wires  for  telephone  purposes. 

Q.  So  that  the  New  York  Electric  Lines  Company  proposes  to 
put  its  wires  into  the  subway  ducts  of  the  Empire  City  Subway  t 
A.  Yes. 

Q.  Paying  the  Empire  City  Subway  Company  a  rental?  A. 
$800  a  mile  duct. 

Q.  Then  it  proposes  to  rent  those  wires  that  are  so  placed  to 
the  Great  Eastern  Telephone  Company?  A.  Yes,  the  New  York 
corporation. 

Q.  That  is  the  New  York  corporation  ?    A.  Yes. 

Q.  Which  will  own  the  switchboards  and  exchanges  and  instru- 
ments, but  not  the  wires  connecting  them?  A.  Not  the  wires  or 
cables. 

Q.  How  does  the  Great  Eastern  propose  to  take  care  of  the 
Brooklyn  business?  A.  I  presume,  though  it  is  not  fully  deter- 
mined and  will  not  be  determined  until  the  litigation  is  over  — 
I  presume  that  it  will  organize  a  subway  company  for  building 
the  conduit  system  of  Brooklyn  under  the  franchise,  and  then  the 
same  relations  will  exist  between  that  company  and  the  Great 
Eastern  as  between  the  New  York  Electric  Lines  Company  and 
the  Great  Eastern. 

Q.  Do  you  understand  that  there  are  already  constructed  tele- 
phone subway  ducts  in  Brooklyn?  A.  There  is  no  regular  con- 
duit system  like  we  have  in  the  old  city  of  New  York. 

Q.  Is  there  any  company  holding  a  franchise  entitling  it  to 
build  such  ducts  in  Brooklvn  ?    A.  And  lease  them  ? 

Q.  And  lease  them.  A.  None  except  the  Great  Eastern  Tele- 
phone and  Telegraph  Company. 

Q.  That  has  the  exclusive  franchise  for  building  subways  in 
Brooklyn?  A.  It  is  not  made  exclusive.  There  are  a  number  of 
companies  that  are  building  their  own  ducts  under  franchises, 
but  as  we  understand  those  franchises,  they  are  only  for  their 
own  personal  use.  There  is  no  re«:ular  system  in  Brooklyn  such 
as  in  the  old  city  of  New  York  where  a  comprehensive  system  of 
conduits  are  furnished  by  a  conduit  company.  The  franchise  of 
the  New  York  and  Eastern  Telephone  and  Telegraph  Company, 
however,  gives  them  a  right  to  build  ducts  and  to  lease  them. 
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Q.  In  the  city  of  Brooklyn  ?    A.  In  the  city  of  Brooklyn. 

Q.  And  that  franchise  does  not  extend  beyond  what  was  the 
city  of  Brooklyn  prior  to  the  creation  of  the  city  of  Greater  New 
York?    A.  In  1894.    It  does  not  extend  to  the  other  borough. 

Q.  Going  back  to  the  State  Line  Telephone  Company  of  New 
York,  if  you  assume  that  their  earnings  should  sometimes  become 
suflSciently  large  to  enable  the  company  to  pay  a  dividend  of 
5  per  cent,  on  all  its  stock  which  is  now  issued  and  outstandings 
what  rate  per  cent,  of  dividends  would  that  be  upon  the  money 
actually  invested  in  that  company  ?  A.  That  would  be  a  question 
impossible  to  answer  because  it  will  be  necessary  to  expend  a  very 
large  amount  of  money  to  bring  it  up  to  that  standing,  and  we  do 
not  know  how  much  of  the  preferred  stock  would  have  to  be  sold 
in  order  to  accomplish  that.  Therefore,  there  would  be  a  much 
larger  amount  of  preferred  stock  outstanding,  which,  of  course, 
has  precedence  over  the  dividends  on  the  common  stock. 

Q.  Now,  assuming  that  the  State  Line  Telephone  Company  of 
New  York,  with  its  present  plant  and  equipment  and  without 
issuing  any  more  amount  of  preferred  stock,  should  at  some  time 
earn  a  sufficient  income  to  enable  it  to  pay  a  dividend  of  5  per 
cent,  upon  all  its  capital  stock  now  issued  and  outstanding,  what 
rate  of  income  would  that  be  upon  the  money  actually  invested 
in  that  company  ?    A.  Well,  I  would  have  to  compute  it. 

Q.  Approximately  ?  A.  Well,  I  couldn't  even  make  a  guess  for 
the  fact  that  the  State  Line  Telephone  Company  has  only  sold 
$109,000  of  its  preferred  stock,  yet  it  has  invested  in  its  plant 
over  $300,000. 

Q.  Where  did  it  get  the  balance  of  the  money  ?  A.  It  has  been 
furnished  to  it  by  the  Dakota  corporation. 

Q.  What  security  did  the  Dakota  corporation  get  for  that? 
A.  It  holds  its  notes  partly,  and  partly  an  open  account. 

Q.  But  that  hasn't  anything  to  do  with  the  question  of  divi^ 
dends,  has  it?  A.  Yes,  because  the  interest  on  that  amount  would 
necessarily  be  paid  to  the  Dakota  corporation  before  dividends, 
would  be  declared  on  the  stock. 

Q.  I  didn't  ask  you  about  what  would  have  to  be  paid  before 
dividends  were  declared.  I  asked  vou  about  the  dividends.  I 
assume  that  if  you  have  a  bonded  indebtedness  that  would  be  paid, 
and  if  you  have  notes  outstanding  that  the  interest  on  them  wilt 
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be  paid  and  the  principal  paid  ?  A.  Then  do  you  mean  how  much 
the  company  would  have  to  earn  in  order  to  meet  its  fixed  charges  i 

Q.  No.    A.  Its  preferred  dividends? 

Q.  No.  Will  the  stenographer  repeat  the  question  that  has  not 
been  answered?  (Question  repeated  by  stenographer.)  Now, 
assuming  that  the  State  Line  Telephone  Company  of  New  York 
with  its  present  plant  and  equipment,  and  without  issuing  any 
more  amount  of  preferred  stock,  should  at  some  time  earn  a  suffi- 
cient income  to  enable  it  to  pay  a  dividend  of  5  per  cent,  upon  all 
its  capital  stock  now  issued  and  outstanding,  what  rate  of  income 
would  that  be  upon  the  money  actually  invested  in  the  company  ? 
Of  course,  I  donH  consider  the  money  that  is  borrowed  any  part 
of  its  capital  investment.  A.  That  is  the  trouble;  I  can't  get  just 
what  you  mean. 

Q.  There  has  been  invested  in  the  capital  stock  securities  of 
that  company  $109,000,  hasn't  there  ?  A.  Through  the  sale  of  its 
preferred  stock. 

Q.  Has  there  anything  else  been  invested  in  the  capital  stock 
of  that  company  besides  that  $109,000?  A.  The  money  that  it 
has  borrowed  from  the  financing  company. 

Q.  What  capital  stock  securities  have  been  issued  for  the  money 
that  it  has  borrowed?    A.  None. 

Q.  Then  there  has  not  been  any  money  invested  in  capital  stock 
securities  of  the  company  except  the  $109,000,  has  there  ?  A.  No, 
not  in  the  capital  stock. 

Q.  Very  well.  You  have  outstanding  capital  stock  securities 
to  the  amount  of  $609,000,  haven't  you?    A.  Yes,  substantially. 

Q.  Disregard  the  $9,000  and  say  you  pay  5  per  cent,  on  the 
$600,000.  That  would  take  $30,000,  wouldn't  it?  A.  That 
would  take  $30,000.     5  per  cent,  on  all  of  it. 

Q.  Now,  what  per  cent,  would  that  be  on  the  money  actually 
invested?    A.  About  10  per  cent. 

Q.  About  10  per  cent.  ?    A.  Yes. 

Q.  $30,000  is  about  10  per  cent,  on  $109,000?  A.  No,  you 
said  the  capital  actually  invested  ? 

Q.  For  which  capital  stock  securities  have  been  issued?  A. 
Well,  that  would  be  $30,000  —  a  little  over  $30,000  on  $109,000 
invested  through  the  sale  of  its  preferred  stock. 
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Q.  And  what  rate  would  that  be  approximately?  A.  Oh,  it 
would  have  to  earn  substantially  35  per  cent. 

Q.  In  order  to  do  that  ?    A.  Yes. 

Q.  What  do  you  think  is  a  fair  return  upon  money  invested  by 
a  shareholder  in  a  public  service  corporation  ?  What  ought  he  to 
receive  for  his  money?  A.  He  ought  to  receive  in  a  new  enter- 
prise at  least  10  per  cent.  In  a  well  established  enterprise  6  to 
8  per  cent. 

Q.  Do  you  think  it  is  fair  to  the  public  that  is  expected  event- 
ually to  pay  the  dividends  to  issue  so  large  an  amount  of  stock  as 
a  bonus  in  a  public  service  corporation  as  was  issued  in  the  case 
of  the  State  Line  of  New  York?  A.  Xo,  I  don't  think  it  was  a 
wise  provision  in  that  case,  and  upon  general  principles  I  do  not 
believe  that  there  should  be  that  proportion  of  common  stock  issued 
with  preferred  stock.  I  do  think,  however,  that  there  should  be 
some  conunon  stock  which  would  represent  the  prospective  earn- 
ings of  the  company. 

Q.  Why  ?    A.  Because  of  necessity. 

Q.  And  what  are  those  necessities  ?  A.  It  is  a  physical  impos- 
sibility to  secure  investments  in  a  new  enterprise  where  all  earn* 
ings  are  in  prospect,  and  unless  those  prospects  are  very  good  it  is 
impossible  to  secure  investment.  In  other  words,  you  could  not 
go  to  the  public  with  a  6  per  cent,  or  even  an  8  per  cent,  stock 
in  an  enterprise  in  its  inception  and  secure  investment  while  in- 
vestors can  go  into  the  market  and  buy  stock  of  industrials  in 
actual  operation  upon  a  basis  that  will  earn  them  from  8  to  10 
per  cent,  and  in  some  cases  15  per  cent. 

Q.  Well,  the  income  or  earnings  of  investments  in  new  enter- 
prises are  always  prospective,  are  they  not  ?    A.  Yes,  most  always. 

Q.  Do  you  know  of  any  new  enterprise  in  which  the  earnings 
are  not  prospective  —  the  profits  ?  A.  I  think  that  there  are  cases 
where  the  earnings  are  practically  assured  so  that  the  element  of 
prospective  earnings  is  very  small,  such  as  an  exclusive  right  to 
do  certain  linos  of  work. 

Q.  For  instance,  what?  A.  Well,  an  enterprise  secured  by 
basic  patents  has  a  very  small  element  of  risk.  An  enterprise 
established  upon  a  monopolistic  or  exclusive  franchise  would  par- 
take of  that  nature  verv  larffelv. 
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Q.  About  what  percentage  of  patents  that  have  been  issued  by 
this  government,  for  instance,  do  you  think  have  been  financial 
successes  to  their  owners  ?    A.  Between  3  and  5  per  cent. 

Q.  So  the  patent  business  isn't  an  absolute  certainty  in  the 
way  of  profit  ?  A.  Well,  I  qualified  that  by  saying  basic  patents. 
Out  of  about  300  patents  a  week,  if  you  get  four  or  five  that  are 
valuable  you  do  well. 

Q.  Well,  aren't  there  basic  patents  that  are  not  valuable?  A, 
Very  few  of  them.  Basic  patents  are  considered  to  be  extremely 
valuable. 

Q.  And  what  is  the  difference  between  a  basic  patent  and  other 
kinds?  A.  The  basic  patent  is  one  that  secures  a  process,  or,  if 
meclianical,  is  so  broad  that  it  cannot  be  gotten  around  to  accom- 
plii«h  the  purpose  for  which  the  invention  is  invented.  An  ordi- 
nary patent  is  upon  some  particular  method  of  doing  something 
which  might  be  done  in  a  number  of  different  ways. 

Q.  Going  back  to  the  contract  which  you  spoke  of  that  was 
made  between  the  Great  Eastern  Telephone  Company  of  New 
York  and  the  Inter-Ocean  Telephone  and  Telegraph  Company,  is 
that  contract  by  its  terms  assignable  ?    A.  Yes. 

Q.  So  that  the  successors  of  the  Inter-Ocean  can  take  it  overt 
A.  They  can. 

Q.  Have  you  a  copy  or  a  duplicate  original  of  that  contract? 
A.  I  have  on  file  in  my  office. 

Q.  Will  you  produce  the  original  or  furnish  a  copy  ?    A.  Yes, 

Q.  A  certified  cojn'  for  the  Committee  ?    A.  Yes. 

Q.  You  testified  yesterday,  as  I  recall  it,  that  you  had  made 
contracts  with  about  107,000  prospective  subscribers  ?    A.  Yes. 

Q.  All  prospective  users  of  your  service  in  New  York  city? 
A.  Yes. 

Q.  Do  those  contracts  fix  any  time  limit  within  which  you 
luust  establish  your  business  here?    A.  No,  it  does  not. 

Q.  That  is,  if  the  business  is  established  in  five  years  the  con- 
tracts are  operated?  A.  They  begin  to  run  from  the  date  of 
installation. 

Q.  If  your  installation  isn't  completed  until  ten  years  from 
now,  why  those  contracts  begin  to  run  then?  A.  They  would  if 
the  parties  were  in  business,  I  presume. 

Q.  Or  aliie  ?    A.  Or  alive,  yes. 
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Q.  And  the  same  would  be  true  as  to  a  time  fifteen  or  twenty 
or  fifty  years  off  ?    A.  Yes. 

Q.  So  that  unless  you  can  obtain  a  speedy  entrance  into  the 
city  of  New  York,  and  can  begin  business  here  within  a  reason- 
ably short  time,  those  contracts  are  not  especially  valuable,  are 
they  ?    A.  That  is  true.    They  are  becoming  less  valuable. 

Q.  Did  you,  in  obtaining  those  contracts,  endeavor  to  make  con- 
tracts only  with  financially  responsible  people  or  concerns  ?  A.  We 
did. 

Q.  Did  you  have  offers  from  individuals  of  no  responsibility? 
A.  Yes,  I  think  we  turned  down  — 

Q.  Who  were  willing  to  contract  with  you  ?    A.  Yes. 

Q.  And  did  you  refuse  those  contracts?    A.  We  did. 

Q.  About  how  nianv  did  vou  refuse  ?    A.  I  think  our  verifiers 
a/  • 

would  throw  out  from  10  to  15  per  cent. 

Q.  On  an  average?    A.  On  an  average. 

Q.  Where  do  those  contracts  call  for  the  installation  of  tele- 
phones principally?    A.  In  Manhattan,  the  Bronx  and  Brooklyn. 

Q.  Where  are  the  greater  number  of  them  ?    A.  Manhattan. 

Q.  What  part  of  Manhattan  ?    A.  All  over  the  city. 

Q.  Are  there  as  many  north  of  Fortv-second  street  as  south? 
A.  Yes,  more. 

Q.  More  north  ?    A.  More  north  than  south. 

Q.  What  percentage  of  those  on  the  island  of  Manhattan  are 
north  of  Forty-second  street  ?  A.  Oh,  that  would  be  a  guess.  I 
should  say  those  in  Manhattan  north  of  Forty-second  street  would 
be  75  per  cent. 

Q.  What  percentage  of  the  total  number  are  on  the  island  of 
Manhattan?    A.  I  think  about  55  to  f>0  per  cent. 

Q.  And  of  that  number  about  75  per  cent,  is  north  of  Forty- 
second  street?     A.  I  think  so. 

Q.  And  25  per  cent,  south  of  Forty-second  street?    A.  Yes. 

Q.  The  principal  part  of  the  business  of  Manhattan  or  of  New 
York  is  carried  on  south  of  Forty-second  street,  isn't  it  ?  A.  Yes, 
I  think  so.    I  think  I  could  sav  south  of  Fourteenth  streets 

ft 

Q.  Well,  what  percentage  of  the  contracts  call  for  phones  to  be 
installed  south  of  Fourteenth  street  —  what  percentage  of  the 
total  ?    A.  T  should  say  about,  ])robal)ly,  10  per  cent. 

Q.  About  10  per  cent?    A.  I  think  so. 
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Q.  So  that  the  most  of  your  contracts  are  made  with  people 
who  expect  to  have  telephones  installed  in  the  residence  section  of 
the  city  ?  A.  That  is  least  occupied  by  the  Bell  system,  and  con- 
sequently most  easily  canvassed. 

Q.  The  Bell  system  does  not  cover  that  territory  thoroughly? 
A.  No,  it  does  not. 

Q.  They  do  cover  thoroughly  the  territory  lying  south  of  Four- 
teenth street?  A.  Quite  thoroughly;  I  should  judge  that  they 
cover  the  business  south  of  Fourteenth  street  75  per  cent,  North 
of  it ;  you  take  it  in  a  section  north  of  the  city  that  we  are  familiar 
with  recently,  and  I  find  that  they  cover  the  business  section  about 
28  per  cent,  and  the  residential  section  about  4  per  cent. 

Q.  When  you  say  they  cover  75  per  cent,  of  the  territory  south 
of  Fourteenth  street,  do  you  mean  that  their  wires  are  not  in  the 
other  streets,  that  is,  that  25  per  cent,  of  the  streets  are  not  wired 
by  that  company?  A.  Xo;  I  mean  that  the  business  firms  south 
of  Fourteenth  street,  about  three-quarters  of  them,  have  business 
telephones;  and  the  other  fourth  have  not. 

Q.  Is  that  because  of  the  excessive  rates  of  the  New  York  Tele- 
phone Company,  or  because  those  people  don't  care  for  telephone 
service  ?  A.  Xo ;  I  think  that  everyone  cares  for  telephone  service 
if  it  was  within  their  reach ;  but  the  rates  are  too  high  for  a  small 
business. 

Q.  It  is  a  question  of  their  affording  it  ?    A.  That  is  the  idea. 

Q.  Do  you  think  that  if  your  company  installed  its  system  in 
the  city  that  you  could  reach  that  25  per  cent,  of  the  people  south 
of  Fourteenth  street  ?  A.  Yes,  T  think  we  could  reach  a  very  large 
proportion  of  them,  and  under  the  plans  that  we  have  outlined  — 
our  policy  rather  —  I  think  we  could  practically  force  the  use  of 
our  system  in  practically  all  of  the  business  houses  in  New  York. 

Q.  That  is,  you  would  have  your  telephones  in  100  per  cent,  of 
the  business  places  south  of  Fourteenth  street?  A.  We  should 
make  that  an  effort.    We  might  not  succeed. 

Q.  You  think  you  could  accomplish  that?  A.  W^e  think  we 
could  force  it  in  order  to  protect  the  business  interests. 

Q.  AVhat  effect  would  that  have  on  the  business  of  the  New 
York  Telephone  Company  in  that  territory?  A.  That  would 
force  them  to  meet  our  rates  and  furnish  equally  satisfactory  ser- 
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vice  or  they  would  gradually  recede  as  we  progressed  with  our 
installation. 

Q.  So  that  eventually  they  would  be  forced  out  of  the  business 
as  you  accumulated  the  business  ?  A.  Well,  that  is  rather  a  strong 
statement  to  make  here,  though  there  has  been  a  number  of  places 
where  that  has  been  accomplished  in  quite  large  territories. 

Q.  So  that  if  that  happy  result  obtained  here,  you  would  then 
have  the  field  to  yourselves  so  far  as  the  lower  end  of  the  island 
is  concerned?    A,  Well,  so  far  as  the  whole  island  is  concerned. 

Q.  So  far  as  the  whole  island  is  concerned  ?  A.  Providing  we 
met  the  entire  satisfaction  of  the  public. 

Q.  And  if  that  time  should  arrive,  then  the  people  of  New  York 
city  w^ould  find  that  they  had  exchanged  one  monopoly  for  an- 
other.   A.  Well,  we  haven't  crossed  that  bridge  yet. 

Q.  You  are  willing  to,  I  suppose?  A.  We  are  willing  to  ap- 
proach it. 

Q.  Judge  Southard  just  calls  my  attention  to  the  Mercantile 
Electric  Company.  Did  you  or  your  associates  ever  have  any 
interest  in  that  company  ?    A.  Xo. 

Q.  You  don't  know  anything  about  it  ?  A.  Oh,  yes,  I  do 
know  all  about  it ;  but  I  have  no  interest  in  it. 

Q.  If  you  know  all  about  it  just  tell  the  Committee  all  about 
it,  if  you  will.  A.  1  don't  know  but  what  I  have  undertaken  a 
large  contract.  The  Mercantile  Electric  Company  was  incor- 
porated luuler  the  Telei)hone  Act  of  the  State  of  New  York  and  it 
installed  a  burglar  alarm  system,  and  in  that  burglar  alarm  sys- 
tem they  installed  the  use  of  telephones  in  part  of  it.  That  com- 
pany \vent  to  the  board  of  electrical  control  and  secured  from  it  a 
permit  called  a  franchise  by  the  board,  almost  verbatim  with  the 
permit  under  which  the  New  York  Telephone  Company  is  at 
present  operating.  Later  some  Rochester  people  got  control  of  the 
company  —  bought  it  outright   — 

Q.  Just  let  me  interrupt  there  and  inquire  if  you  know  who 
those  Rochester  people  are?  A.  Thomas  Finucane  was  the  man 
who  made  the  negotiations. 

Q.  Do  you  know  whom  he  represented  ?  A.  Only  by  the  re- 
ports of  the  recent  litigation  in  Rochester.  I  understand  that  Mr. 
Finn,  Mr.  Satterlee  —  I  don't  mean  Finn,  Fenn  —  F-e-n-n  and 
Mr.  Satterlee.    There  was  another  one  that  I  can't  tell  his  name. 
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Q.  Did  they  acquire  the  company  ?    A.  Yes,  they  bought  it  up. 

Q.  They  bought  the  entire  stock  of  the  company  i  A.  Yes,  the 
stock  of  the  company,  as  I  understand  it,  was  $5,000.  They 
claimed  that  they  paid  $250,000  for  it. 

Q.  Yon  don't  know  whether  that  is  true  or  not  ?  A.  Only  ^Ir. 
Finucane's  testimony.  He  swore  that  it  cost  them  that.  After 
they  had  acquired  that,  they  organized  the  Independent  Telephone 
Company  of  New  York  and  transferred  to  it  its  rights.  How 
that  was  transferred  I  do  not  know,  but  I  understand  that  they 
incorporated  the  company  and  then  amalgamated  the  two  com- 
panies. 

Q.  Do  you  understand  that  permits  granted  by  the  board  of 
electrical  control  are  assignable?     A.  I  never  thought  they  were. 

Q.  Well,  and  what  next  happened  to  that  company  ?  A.  They 
proceeded  to  take  oflF  the  burglar  alarm  apparatus  and  put  on  tele- 
phones until  they  had  a  system  of,  I  think,  twenty-seven  instru- 
ments. After  that  had  been  in  operation  for  five  or  six  months 
they  applied  to  the  commissioner  of  water  supply,  gas  and  elec- 
tricity for  permission  to  lay  other  conductors  or  cables,  and  it  was 
refused.  They  went  to  the  Supreme  Court,  secured  a  writ,  asked 
for  a  mandamus,  and  it  was  denied.  They  went  to  the  Appellate 
Division,  and  there  they  were  denied  in  a  unanimous  opinion, 
basing  the  same  upon  the  decision  of  the  Court  of  Appeals  in  the 
West  Side  Electric  case,  the  Xew  York  Electric  Lines  case  and  the 
Long  Acre  Electric  Light  case.  I  don't  think  that  has  been  ap- 
pealed. 

Q.  That  case  has  not  been  to  the  Court  of  Appeals  ?  A.  I  don't 
think  so. 

Q.  What  was  the  title  of  that  action?  A.  I  think  it  is  the 
Mercantile  Electrical  Co.  ex  reh  Commissioner  of  Water  Supply, 
Gas  and  Electricity. 

Q.  Do  you  know  where  it  is  reported  in  the  Appellate  Division 
reports?  A.  I  do  not.  Possibly  Mr.  Wilson  would  know;  he 
keeps  track  of  those  things. 

Q.  Is  Mr.  Wilson  here  ?  A.  He  is  after  some  papers.  I  don't 
know  whether  he  has  returned  or  not.    Yes,  he  has  returned. 

Q.  Will  you  see  Mr.  Wilson  during  the  recess  this  noon  and 
get  it?     Is  Mr.  Wilson  here?     I  would  like  to  know  where  tbat 


280  [Senatb 

case  is  reported,  if  you  don't  mind.  A.  I  think  it  is  the  Law 
Journal  of  September  8th. 

Q.  What  board  was  it  that  refused  the  permit  ?  A.  No  board. 
The  commissioner  of  water  supply,  gas  and  electricity.  He  is 
the  successor  to  the  commissioner  of  public  buildings,  lighting  and 
supplies;  and  that  office  was  successor  to  the  board  of  electrical 
control. 

Q.  You  understand  that,  under  the  charter,  no  corporation  can 
string  wires  for  transmitting  electricity  for  any  purpose  without 
his  permission  ?  A.  No.  I  understand  from  the  decisions  of  the 
court  and  the  provisions  of  the  charter,  that  his  office  is  ministerial 
and  that  he  is  compelled  to  grant  permits  to  any  company  lawfully 
entitled  to  enter  the  conduits  that  are  established. 

Q.  You  mean  the  charter  for  the  city,  let  it  be  either  telephone 
or  telegraph  business?    A.  I  don't  understand  the  question. 

Q.  Let  us  see  if  any  company  has  a  charter  from  the  city  entitl- 
ing it  to  do  telephone,  telegraph  business  or  burglar  alarm  busi- 
ness, if  they  apply  to  him  for  permission  to  string  their  wires,  he 
is  bound  to  give  them  permission?  A.  You  said  charter.  You 
meant  franchise  ? 

Q.  Franchise  ?  A.  Yes,  if  it  is  granted  by  the  franchise  grant- 
ing power,  the  Court  of  Appeals  decided  that  the  board  of  elec- 
trical control  had  no  franchise  granting  power;  that  prior  to  the 
present  arrangement  in  which  the  board  of  apportionment  grants 
franchises,  the  power  to  grant  franchises  was  vested  in  the  board 
of  aldermen,  and  that  the  franchises  as  granted  by  that  board  are 
valid  while  those  granted  by  the  board  of  electrical  control  are 
invalid,  because  of  the  fact  that  they  have  no  franchise  granting 
power.    That  is  set  forth  in  the  Long  Acre  case  particularly. 

Q.  By  virtue  of  what  did  the  Mercantile  Electric  Company 
string  wires  in  the  city  —  establish  its  burglar  alarm  system! 
A.  Prior  to  the  Greater  New  York  charter  it  was  customarv,  and 
I  think  believed  to  be  consistent  with  law,  that  the  board  of  elec- 
trical control  had  the  right  to  grant  those  franchises.  In  all  of  the 
franchises  they  granted  —  something  like  100  in  number,  possibly 
more  —  they  call  them  franchises  instead  of  permits,  and  I  think 
that  most  of  the  legal  fraternity  believed  that  was  the  correct  way 
to  do,  from  the  fact  that  the  New  York  Telephone  Company  when 
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taking  over  the  old  Metropolitan  Telephone  Company,  which  had 
ap  automatic  franchise,  which  was  non-transferable,  failed  to  eon- 
form  to  the  requirements  of  the  old  franchise,  and  did  business 
under  this  permit  that  was  granted  similar  to  the  Mercantile  Elec- 
tric Company. 

Q.  Have  you  any  idea  of  the  number  of  miles  of  wire  that  the 
Mercantile  Electric  Company  had  strung  in  the  city  when  it  was 
operating  its  burglar  alarm  system  ?  A.  I  have  not ;  but,  judging 
from  the  size  of  cable  and  the  distance  covered,  I  should  say  it 
would  not  exceed  five  miles  in  circuit. 

Q.  And  where  were  those  wires  strung?  A.  From  120  Broad- 
way to  two  or  three  locations  on  Wall  street,  to  the  precinct  at  the 
foot  of  Wall  street  or  in  that  neighborhood. 

Q.  Were  they  strung  on  poles  ?     A.  No,  in  conduits. 

Q.  What  conduits?  A.  Conduits  of  the  Empire  City  Subway 
Company. 

Q.  And  without  any  further  permission  they  began  attaching 
—  I  say  permission  —  I  mean  permission  from  public  authori- 
ties—  they  began  attaching  telephones  to  those  wires?     A.  Yes. 

Q.  W^as  there  any  objection,  so  far  as  you  know,  to  their  doing 
that?    A.  I  don't  think  it  was  known  by  the  authorities. 

Q.  When  did  it  become  known  to  the  authorities  ?  A.  When 
they  made  application  for  an  extension. 

Q.  Was  there  any  objection  made  then,  so  far  as  you  know,  on 
behalf  of  the  city  of  Xew  York,  to  their  doing  a  telephone  busi- 
ness over  those  wires?  A.  Whv,  when  the  commissioner  refused 
the  extension  —  I  don't  know  that  he  questioned  the  right  to 
operate  what  they  had,  but  he  would  not  grant  them  further  exten- 
sion, and  the  decision  of  the  Appellate  Division  not  only  refused 
to  grant  them  further  extension,  but  really  makes  valueless  what 
they  have.  It  is  not  a  direct  order  to  remove  them ;  it  shows  con- 
clusively that  they  have  no  right  to  the  place  they  now  occupy. 

Q.  Did  you  say  it  was  a  direct  order  to  remove  them  ?  A.  No ; 
it  is  not  a  direct  order  to  remove  what  they  have.  I  presume  that 
oould  be  brought  up  in  any  suit  in  equity. 

Q.  Can  you  state  whether  or  not  they  had  the  right  to  extend 
their  wires  all  over  the  island  of  Manhattan,  for  the  purpose  of 
carrying  on  a  burglar  alarm  business  and  installing  a  burglar 
alarm  system?    A.  I  don't  think  they  had. 
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Q.  That  is^  that  their  permit  to  do  that  business  was  limited  to 
the  territory  that  they  were  then  occupying?  A,  I  never  have 
examined  their  acceptance,  but  the  permit  granted  to  them  did  not  I 

specify  limitations. 

Q.  Xow,  what  is  the  correct  name  of  the  successor  of  that  com- 
pany, the  Mercantile  Electric  Company?  A.  The  Independent 
Telephone  Company  of  New  York. 

Q.  Are  you  connected  in  any  way  with  that  company?  A.  I 
am  not. 

Q.  Neither  as  officer  nor  shareholder  ?    A.  No. 

Q.  Are  any  of  the  people  associated  with  you  in  your  enter- 
prises connected  with  that  company,  so  far  as  you  know  ?    A.  No, 

Q.  Do  you  know  where  the  offices  of  that  company  are?  A.  I 
understood  they  were  in  the  Equitable  Building;  I  never  have 
been  there. 

Q.  Do  you  understand  that  the  company  is  now  doing  any  busi- 
ness ?  A.  I  think  they  are  operating  their  wires  the  same  as  they 
did.  I  don't  know  that  they  are.  I  have  seen  one  or  two  of  their 
telephones  in  diflFerent  places.  I  know  they  have  not  taken  them 
out  unless  they  have  done  so  within  the  last  three  months. 

Q.  Are  they  operating  their  burglar  alarm  system  ?  A.  I  think 
not ;  I  think  they  abandoned  that. 

Q.  Now,  Mr.  Keynolds,  you  are  familiar  with  the  mechanical, 
scientific  and  operative  branches  of  the  telephone  business  ?  A.  I 
have  given  it  a  great  deal  of  study.  I  am  not  a  mechanical 
engineer  or  electrical  engineer,  but  I  have  kept  pace  with  the 
business  very  thoroughly  in  all  of  its  branches. 

Q.  Would  you  mind  stating  to  the  Committee  in  your  own  lan- 
guage, in  general  terms,  how  a  unit  exchange  is  built  up,  how  it  ia 
operated,  how  the  long  distance  business  is  carried  on ;  and  include 
in  your  statement,  if  you  will,  information  or  a  statement  showing 
whether  or  not  it  is  possible  for  one  exchange  operating  at  a  given 
voltage,  say  of  twenty  or  forty,  or  any  given  voltage,  to  be  con- 
nected with  an  exchange  using  an  entirely  different  voltage,  and 
give  satisfactory  inter-communication  service  ?  Do  you  get  what  I 
mean?  A.  Yes,  I  think  so.  What  we  term  an  exchange  is  a 
central  office  into  which  one  end  of  all  wires  in  the  system  ter- 
minate, the  other  end  terminating  in  the  subscriber's  station  or 
telephone.     There  are  two  kinds  of  systems  used  as  one  division, 
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known  as  central  energy  and  magneto.    In  the  magneto  system  the 
batteries  are  placed  at  the  subscriber's  station.     They  generally 
carry  a])out  three  volts  when  the  batteries  are  full.     The  other 
system,  known  as  central  energy,  all  batteries  are  placed  at  the 
central  office  one  line  of  each  circuit  is  energized,  or  in  other 
words,  connected  with  the  battery,  the  central  battery.     Connec- 
tion with  the  return  leg  of  the  circuit,  or  idle  wire,  we  might  call 
it,  one   is  energized   and   the  other  is   unenergized.     When   the 
receiver  hook  is  raised  it  forms  a  contact  between  the  energized 
leg  of  the  circuit  and  the  return  leg.    That  operates  what  we  would 
call  —  I  want  to  get  away  from  technical  terms  —  we  call  it  a 
coil.    That  throws  in  a  heavy  current  for  lighting  a  lamp  before 
the  operator.     The  operator  goes  in  upon  the  circuit,  brings  her 
talking  set  in  contact  with  the  calling  subscriljer,   receives  the 
number,  reverses  her  lever  to  a  ringing  position,  inserts  the  oppos- 
ing plug  of  the  cord  which  she  has  used  in  reaching  the  subscriber, 
and  by  the  reversing  of  her  lever  rings  the  subscriber  —  calls  the 
subscriber's  bell.     When  the  called  subscriber  answers,  she  re- 
moves her  headpiece  or  telephone  from  the  circuit,  and  can  only 
hear  what  is  said  as  she  willfully  or  otherwise  goes  in  upon  the 
circuit.     That  is  considered  to  be  by  many,  especially  the  Bell 
interests,  as  modern  construction  or  modern  system.     That  system 
differs  from  other  systems  of  more  recent  date,  known  as  the  auto- 
matic and  automanual.     The  automatic  system  is  an  automatic 
arrangement  at  central  office  by  which  a  subscriber  can  make  his 
own  connection  through  manipulation  of  a  dial  attached  to  his 
telephone,   and  can  ring  a  subscriber  when  such  connection  is 
made,  and  there  is  no  one  at  central  office  that  can  in  any  way 
intervene  or  overhear  the  conversation.     The  automanual  svstem 
is  a  union  of  the  manual  and  automatic,  in  which  a  subscriber 
merely  lifts  the  receiver  from  the  hook,  sending  in  a  current  to 
central  the  same  as  the  manual.     There  the  central  operator  sets 
off  the  number  upon  a  board  which  looks  very  much  like  an  add- 
ing machine,  and  when  that  number  is  set  off  she  releases  that,  and 
from  that  forward  it  is  the  same  as  the  automatic.    The  advantages 
of  the  several  svstems  are  varied  and  each  have  their  owti  follow- 
ing.    I  think  that  modem  telephony  is  rather  inclined  to  endorse 
the  automatic  system,  it  having  its  disadvantages  in  regard  to  the 
subscriber  making  his  own  combination  rather  tends  to  the  intro- 
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duction  of  the  automaniial  system,  which  is  at  the  present  time  too 
new  to  be  adopted  by  large  operating  companies.  Going  back  to 
the  magneto  system  we  find  that  on  almost  all  long  distance  busi- 
ness the  magneto  system  is  preferable,  but  in  order  to  connect  a 
magneto  system  with  a  central  energy  system,  it  is  necessary  to 
use  what  we  call  repeating  coils,  in  which  the  current  from  one 
line  comes  in  on  one  winding  and  is  induced  to  the  other  winding, 
so  that  there  is  really  no  actual  contact  of  current.  If  all  the 
systems  were  built  upon  what  we  call  a  standard  —  and  I  would 
say  by  that  that  the  Bell  Company  have  one  standard  and  the 
independents  have  three  or  four  —  if  they  were  all  built  upon  one 
standard  they  could  operate  together  reasonably  and  satisfactorily ; 
not  perfectly,  because  it  is  impossible  to  give  absolutely  perfect 
service  over  anyi)f  the  systems  operating  in  conjunction  with  any 
other  system.  The  difficulty,  however,  arises  in  the  diflFerent 
grade  of  construction  and  the  diflFerent  grade  of  material  used. 
In  the  State  of  ^ew  York  there  is,  probably,  I  should  say,  one 
hundred  central  energy  plants,  and  there  is  in  the  neighborhood 
of  ten  times  that  many,  if  not  more,  magneto  plants.  Many  of 
the  magneto  plants  are  built  by  farmers,  using  iron  wire,  very 
imperfectly  insulated,  and  the  entire  construction  faulty.  The 
most  of  those  exchanges  they  have  no  duplicate  parts,  while  a 
well-conducted  system  has  nearly  all  or  certainly  a  very  large 
majority  of  the  i)arts  duplicated,  so  that  in  case  one  part  is  out  of 
order,  that  they  can  switch  in  another;  for  instance,  if  a  generator 
used  to  call  a  subscriber  is  out  of  commission,  they  merely  have  to 
swing  a  lever  and  put  in  another  that  does  the  same  work ;  that  ih* 
equally  true  with  batteries ;  that  is  true  with  cords  and  other  para- 
phernalia used  in  the  central  office.  Many  of  those  farmer  lines  — 
and  they  predominate  throughout  the  State  —  are  connected  with 
the  independent,  and  the  connection  is  unsatisfactory;  and  in 
many  instances  it  is  necessary  for  the  larger  companies  to  assist 
the  smaller  companies  in  bringing  their  system  up  to  a  sufficient 
standard  to  give  fair  or  ordinary  service.  In  some  instances  that 
is  impossible  from  the  fact  that  the  local  organizations  feel  satis- 
fied with  what  they  are  getting.  I  know  of  one  exchange  in  the 
State  of  Xew  York  where  —  1  do  not  mean  one  exchange,  I  mean 
one  municipality  in  the  State  of  New  York  where  the  Bell  people 
have  but  five  telephones  and  the  indi^pendents  between  eighty  and 


No.  38.]  285 

100.  The  Bell  are  giving  excellent  service,  and  the  independents 
or  farmer  company  gives  services  from  about  7  or  8  o'clock  in  the 
morning  until  8  or  9  at  night,  provided  the  lines  are  in  order ;  and 
a  great  deal  of  time  the  lines  are  out  of  order  and  the  service 
entirely  unsatisfactory ;  but  inasmuch  as  one  service  costs  $24  and 
the  other  less  than  $4.00  a  year,  they  seem  to  be  satisfied  with 
what  they  are  getting.  In  that  case  it  would  be  a  physical  impos- 
sibility to  connect  the  two  plants,  as  the  connection  of  those  two 
plants  would  drag  the  better  plant  down  to  the  basis  of  the  poorer 
plant,  and  would  amount  substantially  to  a  confiscation  of  the. 
property.  Electrically  if  a  company  wanted  to  be  obstinate,  they 
could  make  it  impossible  for  another  company  to  connect  with 
them  from  a  business  standpoint.  They  could  annihilate  another 
company  by  discrimination,  and  it  would  be  in  such  a  form  as  to 
be  practically  beyond  the  possibility  of  proof. 

Q.  Just,  for  instance,  how  do  they  do  that?  A.  They  could 
claim,  if  they  wanted  to  have  a  good  foundation  for  it  —  they 
might  manipulate  the  repeating  coil  in  which  the  line  terminated 
in  such  a  way  as  not  to  throw  the  signal.  In  that  case  the  con- 
necting company  might  continue  to  call  as  long  as  they  wished; 
the  company  transmitting  would  not  know  that  they  were  calling, 
and  their  excuse  would  be  that  it  was  out  of  commission  or  out  of 
order.  If  they  wanted  to  prove  their  position,  if  they  wanted  to 
be  dominant,  they  might  pay  no  attention  to  it.  There  is  a  num- 
ber of  ways  in  which  they  could  make  the  connection  practically 
useless,  and  they  could  not  be  detected  in  that  case  —  it  would  be 
a  series  of  complaints  in  which  each  complaint  would  have  an 
excuse  by  itself. 

By  the  Oiiaibman.: 

Q.  Would  it  be  possible  to  detect  a  scheme  of  that  kind  ?  A.  Not 
without  one  was  thoroughly  familiar  with  the  physical  and  elec- 
trical construction  of  a  plant,  and  then  they  would  have  to  be  on 
the  ground  constantly. 

By  Mr.  Page  : 

Q.  That  is,  an  engineer  familiar  with  the  operation  of  switch- 
boards, going  into  the  place  where  the  call  was  coming  in,  and 
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knowing  that  a  call  was  expected  at  a  particular  time,  could  teU  if 
the  apparatus  at  the  receiving  station  was  being  manipulated  in 
any  tricky  manner  to  prevent  their  getting  a  signal  at  that  point  ? 
A.  Xo;  he  might  be  on  the  ground  and  expecting  a  call  to  come 
from  a  connecting  company  and  watching  the  board,  standing  in 
front  of  the  signal  and  the  signal  would  not  operate;  would  not 
show.  That  might  be  caused  by  anyone  of  half  a  dozen  different 
things ;  that  line  might  be  grounded ;  it  might  be  connected  with  an 
adverse  connection  with  the  battery,  the  positive  side  connected 
with  the  po??itive,  the  negative  with  the  negative  side,  so  that  the 
battorv  might  be  neutralized,  and  it  might  take  him  half  a  day  to 
find  out  why  that  particular  message  did  not  come  in. 

Q.  But  he  could  find  out  if  he  was  sufficiently  familiar  with 
the  business?  A.  Yes,  he  could  find  out;  and  in  all  probability 
the  next  day  there  would  be  something  else. 

Q.  Any  limit  to  the  number  of  tricks  that  could  be  resorted 
to  to  i)revent  giving  service  ?  A.  Why,  I  suppose  there  is  a  limita- 
tion, but  I  have  nev^er  found  it. 

Q.  Are  you  somewhat  familiar  with  those  tricks?  A.  Yes;  I 
know  of  a  number  of  cases  where  they  have  been  ordered  to  make 
a  connection  between  the  independents  and  the  Bell,  in  which 
those  tricks  have  been  resorted  to  and  continued  until  they  wore 
the  people  out,  and  finally  it  went  on  in  the  old  way. 

Q.  So  that  no  service  was  given  from  one  company  to  the  other  ? 
A.  Oh,  I  would  not  say  no  service ;  occasionally  a  message  would 
get  through. 

Q.  Did  yon  state  whether  or  not  it  was  possible  if  the  com- 
panies were  dis})osed  to  give  service,  one  over  the  lines  of  the 
other  and  vice  versa  —  whether  it  was  possible  for  them  to  give 
that  «?ervico  satisfactorily  in  that  way,  operating  at  different  volt- 
ages? A.  Xo;  they  cannot  give  as  good  service  as  if  they  were 
operating  the  same  voltage;  they  could  give  passable  service. 

Q.  Can  thoy  give  as  good  service  if  the  instruments  of  one  com- 
pany are  of  a  different  type  from  those  used  by  the  other?  A.  No, 
not  so  well.  They  all  ought  to  be  made  to  specifications  to  meet 
specified  voltage.  For  instance,  we  are  operating  in  Peekskill  a 
forty-volt  central  energy  circuit.  Tf  we  got  instruments  intended 
for  a  twonty-fonr-volt  circuit  then-  will  not  stan<l  up  under  the 
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current  sometimes  any  more  than  a  week  or  two^  and  then  they 
begin  to  deteriorate,  so  that  the  instruments,  the  transmitter  and 
also  the  receiver  have  to  be  constructed  according  to  specifications 
to  meet  a  certain  voltage. 

Q.  So  that  all  intercommunicating  systems  should  have  instru- 
ments of  the  same  type  and  standard?  A,  Yes,  they  should  be 
standardized.  They  may  vary  a  little  in  the  shell  or  in  the  form 
of  the  transmitter  or  something  that  way,  but  the  electrical  parts 
should  be  standardized  and  that  is  what  the  independents  have 
been  working  at  for  the  last  five  years  so  that  all  manufacturers 
are  standardizing  their  equipment. 

Q.  Do  you  understand  that  the  equipment  of  all  of  the  Bell 
companies  through  the  country  is  manufactured  according  to  some 
standard?  A.  They  have  specifications  for  standardizing  their 
work ;  but  they  have  a  lot  —  a  very  large  number  of  old  apparatus. 
That  apparatus  is  taken  from  such  centres  as  New  York,  but  prin- 
cipally from  such  centres  as  have  competition,  like  Albany  and 
Buffalo  and  Philadelphia,  such  places  where  they  require  the  very 
highest  efiiciency,  and  they  will  transfer  those,  after  remodeling 
to  some  extent,  and  they  are  used  in  country  places  —  in  places 
where  they  have  no  competition. 

Q.  What  is  the  cost  per  phone  of  installing  an  exchange  in  a 
email  town,  say  of  5,000  inhabitants,  the  exchange  being  designed 
to  accommodate  2,000  subscribers?  A.  Well,  the  switch  board 
ought  to  cost  about  $2,000  —  about  $12  a  line.  The  cross  con- 
necting racks,  relays,  etc.,  about  $4  a  line;  the  instruments  from 
$6  for  a  house  wall  set  to  about  $8  for  the  best  grade  of  business 
phone.  The  outside  construction  would  depend  upon  whether  it 
was  pole  construction  or  conduit  construction;  and  it  would  also 
depend  upon  whether  the  municipality  was  condensed  or  whether 
it  extended  over  a  large  territory.  The  wire  plant  —  the  cost 
of  the  wire  plant,  which  is  very  largely  the  principal  cost,  de- 
pends upon  the  radius  of  its  wires.  If  a  municipality  such  as 
you  suggest  was  two  miles  square,  and  the  exact  wire  centre  waa 
the  same  as  the  centre  of  population,  the  average  radius  then 
would  be  about  a  mile,  as  the  furthest  comer  would  take  about  two 
miles  to  get  it  going  by  squares ;  but  if,  on  the  other  hand,  it  was 
a  condensed  population  the  wire  radius  or  cable  radius  would  be 
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very  much  less.  You  take  it  in  Xew  York  in  the  Wall  street 
district,  a  board  of  10,000  subscribers  can  be  filled  in  twenty-two 
blocks. 

Q.  Before  we  get  to  New  York,  let  us  stick  to  the  village.  About 
how  many  phones  would  there  ordinarily  be  installed  in  a  village 
of  5,000  inhabitants?  A.  That  would  depend  upon  the  price  of 
service  and  whether  there  was  competition.  Without  competition, 
an  exchange  of  100  telephones  would  be  about  what  you  would 
ordinarily  get.  With  competition  each  company,  their  service 
being  the  same,  would  have  about  400  telephones  each. 

Q.  What  would  be  the  average  number  of  telephones  you  would 
expect  in  a  town  of  from  5,000  to  10,000  inhabitants?  A.  St. 
Johns,  Mich.,  has  8,000  or  9,000  population,  and  they  have  a  tele- 
phone to  every  six  people. 

Q.  Is  that  a  fair  average?  A.  Xo;  that  is  rather  better  than 
the  average. 

Q.  About  what  is  the  average  in  small  towns,  how  many  phones 
per  inhabitant,  or  how  many  inhabitants  per  phone?  A.  Well, 
where  it  is  thoroughly  worked  up,  I  should  say  one  to  eight  or 
ten. 

Q.  Is  there  any  difference  in  the  cost  of  installation  per  phone 
in  a  town  of  10,000  inhabitants  and  one  of  100,000  inhabitants! 
A.  Yes;  because  of  the  greater  wire  radius  and  because  of  the 
multiple  switch  board  that  would  be  necessary  in  such  a  case. 

Q.  Now,  about  what  is  the  average  cost  of  installation  in  a 
small  town,  the  cost  per  phone?  A.  Our  Peekskill  plant  cost 
us  about  $135 ;  that  is  first  class. 

Q.  $135   per   instrument?     A.  Telephone. 

Q.  Any  of  the  subscribers  have  more  than  one  telephone?  A. 
Yes ;  there  is  a  duplication  there  of  about  14  per  cent. 

Q.  And  in  figuring  the  average  cost,  you  count  the  instruments, 
not  the  subscriber?  A.  Yes.  Oh,  you  mean  our  subscribers; 
more  than  two  phones? 

Q.  Yes.     A.  I  thought  you  meant  both  systems. 

Q.  I  am  only  referring  to  one  system.  A.  Yes;  there  is  prob- 
ably in  our  Peekskill  with  substantially  1,100  or  1,200  sub- 
scribers. I  think  we  have  about  ten  or  fifteen  subscribers  that 
have  an  extension  telephone. 
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Q.  In  counting  the  average  cost  per  telephone,  you  count  the 
number  of  instruments  rather  than  the  number  of  subscribers? 
A.  No;  we  count  circuits. 

Q.  Each  circuit  is  counted  as  one  telephone?     A.  Yes. 

Q.  How  large  a  town  is  Peekskill  ?  A.  The  municipality  has 
about  14,000,  or  had  when  we  built  our  system  there.  I  think 
it  is  a  little  smaller  now;  but  our  telephone  radius  is  about  18,000. 

Q.  Xow,  based  on  your  experience,  what  would  you  say  was 
the  fair  average  cost  per  telephone  for  installing  a  system  suit- 
able for  the  needs  of  a  town  of  50,000  to  150,000  inhabitants  in 
the  State  of  New  York?  A.  That  would  be  with  conduits  and 
everything  up  first  class? 

Q.  Yes.  A.  I  should  say  from  $100  to  $150,  depending  on  the 
condition  of  the  streets,  what  would  be  required  of  it  in  the  way 
of  replacing  streets,  the  amount  of  conduit  needed,  and  the  radius. 

Q.  Now,  answer  the  same  question,  if  you  will,  as  applied  to  a 
town  of  from  150,000  to  500,000  inhabitants.  A.  I  think  modem 
construction  would  make  but  very  little  advance,  because  of  th« 
fact  that  when  you  get  that  much  it  is  better  to  have  outlying 
centrals,  and  in  that  way  the  radius,  the  cable  radius,  it  ought 
not  to  cost  much  more.  The  average  cost  per  telephone  with  the 
independents,  as  near  as  we  are  able  to  estimate  it,  from  what 
records  we  have,  is  about  $80  to  $90  per  telephone,  capitalization 
on  an  average.  In  other  words  the  independents  have  expended 
about  $400,000,000  in  the  building  of  their  plants.  They  have  in 
operation  something  over  4,500,000  telephones. 

Q.  Within  what  territory?     A.  The  United  States. 

Q.  Now,  going  back  to  the  question  that  you  have  just  answered, 
apply  the  same  question  to  the  city  of  Greater  New  York  and  tell 
the  Committee,  if  you  will,  what  the  cost  of  installation  per  phone 
would  be  in  this  city?  A.  That  depends  on  different  localities. 
In  Manhattan  and  the  Bronx,  under  a  decision  of  the  Court  of 
Appeals  we  have  the  right  to  go  into  the  present  conduit.  That 
relieves  the  company  of  the  cost  of  building  its  own  conduits,  and 
puts  it  in  the  operating  expenses;  in  other  words,  it  is  rental  in- 
stead of  an  investment.  Outside  of  the  cost  of  building  conduits 
and  central  office  buildings,  which  would  only  be  used  partly  for 
telephone  puri)Oses  and  partly  for  rent,  the  cost  in  lower  Man- 
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hattan  will  not  exceed  $50  per  telephone.  In  Upper  Manhattan^ 
where  the  radius  is  a  little  greater,  probably  $60.  In  the  Bronx, 
where  it  is  less  thickly  settled,  possibly  $75  per  telephone.  That 
is  exclusive  of  the  real  estate  and  the  conduits. 

Q.  Well,  add  the  real  estate  —  what  would  that  make  the  cost 
per  telephone  —  that  is  such  real  estate  as  the  company  would 
have  to  have  in  order  to  do  business  ?  A.  In  a  complete,  thorough 
installation,  not  more  than  $10  per  telephone. 

Q.  That  would  bring  the  maximum  cost  up  to  $85  per  phone. 
A.  In  the  Bronx,  yes. 

Q.  Now,  what  is  the  cost,  based  on  your  experience,  of  operat- 
ing—  the  annual  cost  per  instrument  or  per  circuit?  A.  The 
operating  cost  in  the  first  exchange  that  I  built  at  Lansing  was 
$4.83.     That  took  in  nothing  for  depreciation. 

Q.  How  many  telephones  were  there  in  that  district?  A.  At 
that  time  there  were  five  hundred  and  eighty  some. 

Q.  How  large  a  town?    A.  About  18,000. 

Q.  How  much  of  the  cost  of  installation  should  be  charged 
off  each  year  for  depreciation  ?  A.  In  an  overhead  construction 
I  should  say  from  7  to  10  per  cent,  according  to  original  construc- 
tion. If  it  was  very  good  original  construction,  possibly  7  per 
cent.  If  it  was  ordinary  or  inferior,  it  would  be  higher.  If 
underground,  not  to  exceed  2  per  cent,  to  be  charged  off  for 
depreciation  —  we  will  say  1  per  cent,  on  the  underground  and 
3  per  cent,  on  the  rest  of  the  material.  That  does  not  leave  any- 
thing for  replacements,  which  the  independents  have  not  found 
necessary.  The  Bell  people  have,  of  course,  to  figure  on  replace- 
ments. In  other  words  thev  started  out  with  a  Blake  transmitter, 
and  then  they  have  evolutionized  their  plant  to  the  present  time, 
rebuilding  in  the  neighborhood  of  five  or  six  times  the  entire 
switchboard  construction.  I  presume  it  is  safe  to  sav  thev  have 
rebuilt  in  whole  or  part  at  least  ten  times. 

Q.  Within  how  many  years  ?  A.  Since  their  patents  were  first 
granted,  about  thirty-two  or  thirty-three  years  ago. 

Q.  Then  they  have  had  to  entirely  replace  their  switchboards 
every  three  years  ?    A.  Xot  entirely.    I  say  in  whole  or  in  part. 

Q.  Well,  how  many  times  have  they  had  to  entirely  rebuild 
their  switchboard?     A.  Well,  they  had  to  go  from  the  magneto 
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—  then  from  the  magneto  they  went  to  the  local  trunking,  and 
from  the  local  trunking  to  the  multiple,  and  then  from  the  mul- 
tiple they  have  remodelled  several  times  to  visual  signal,  and 
supervisory  signal  —  supervisory  and  double  supervisory.  That 
would  not  require  the  entire  rebuilding  of  the  boards.  I  presume 
that  it  is  safe  to  say  that  during  this  time  they  have  entirely 
abandoned  the  former  equipment  —  five  times  would  be  a  fair 
average. 

By  Assemblyman  Merritt: 

Q.  Does  this  apply  to  anything  except  the  equipment  of  the 
switchboard  —  does  that  apply  equally  to  the  outside  construction! 
A.  The  outside  construction,  if  in  cables  in  conduits,  very  little 
change  in  that  because  modern  cable  construction  is  practically 
the  same  for  all  systems ;  but  the  instrument  has  had  to  be  changed 
ever  from  the  Blake  —  I  think  about  four  changes  they  have  made 
in  the  instrument ;  first  the  Blake  magneto  and  then  the  long  dis- 
tance magneto,  and  then  the  magneto  central  energy,  and  then 
they  have  what  they  call  long  distance.  I  think  probably  four 
times  would  cover  the  discarding  of  old  material  in  the  outside 
construction  or  in  the  instruments,  while  possibly  five  would 
cover  the  board  and  interior  equipment. 

Bv  Mr.  Page  : 

Q.  And  all  of  them  within  a  period  of  thirty  years?  A.  Yes. 
Of  course,  thirty  years  ago  they  weren't  so  large  as  they  are  now^ 
but  I  mean  as  it  has  come  down  through  the  evolution  of  the 
science. 

Q.  Do  you  charge  anything  off  for  maintenance?  A.  Xo,  we 
don't  generally.  It  is  not  the  best  policy  except  where  it  is  neces- 
sary to  replace.  The  better  policy  is  to  carry  in  your  mainten- 
ance account  sufficient  to  keep  your  system  up  to  a  standard  of  — 
well,  if  a  pole  needs  replacing,  replace  it,  and  not  wait  until  it 
runs  down  so  that  it  is  necessary  to    practically  rebuild  the  plant. 

Q.  So  that,  if  the  system  is  kept  in  proper  repair  through  re- 
newals and  replacements  from  time  to  time,  no  depreciation  or 
maintenance  account  is  necessary,  in  your  opinion?  A.  Xo,  be- 
cause it  really  covers  that.  If  you  put  enough  in  your  mainten- 
ance account  you  don't  need  any  in  your  depreciation. 
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Q.  How  much  ought  to  be  in  the  maintenance  account?  A. 
That  depends  entirely  upon  the  quality  of  construction  originally 
and  to  what  degree  of  efficiency  the  plant  is  maintained.  We 
find  that  in  our  central  energy  system,  that  our  maintenance  is 
higher  than  our  operation;  but  it  is  because  we  are  keeping  our 
plant  right  up  to  the  standard  all  the  time. 

Q.  Do  you  anticipate  that  you  may  sometime  have  to  build 
your  switchboards  over  as  the  Bell  companies  have  done  ?  A.  No, 
I  do  not  think  that  any  that  we  have  now  at  the  present  time 
will  require  rebuilding. 

Q.  Do  you  look  for  any  advancement  in  the  art  which  will 
make  your  present  switchboards  too  antiquated  to  give  proper  ser- 
vice ?  A.  No,  not  for  the  size  of  the  municipality.  I  think  that  is 
as  good  as  the  city  will  ever  require. 

Q.  You  are  referring  now  to  Peekskill  ?    A.  Peekskill. 

Q.  Have  any  of  the  independent  companies,  so  far  as  you  know, 
ever  had  to  build  over  their  switchboards?  A.  Yes.  The  first 
plant  that  I  built  had  to  be  rebuilt  twice.  We  put  in  the  ordinary 
local  trunking,  we  could  not  put  in  the  multiple  because  the  Bell 
patents  had  not  expired  at  that  time,  so  that  we  put  in  a  local 
trunking  system.  That  was  superseded  by  multiple  visual  signal 
board,  and  that  has  now  been  replaced  by  the  automatic. 

Q.  What  was  the  original  cost  of  the  plant  that  you  men- 
tioned ?  A.  Well,  our  capital  that  we  put  into  it  was  —  twelve  of 
us  put  in  $2,000  apiece.  We  built  the  plant  for  421  instruments. 
After  that  we  kept  up  the  increase  by  our  surplus  earnings. 

Q.  That  was  $24,000  the  plant  cost  ?    A.  Yes. 

Q.  What  did  it  cost  to  rebuild  in  the  manner  that  you  have 
mentioned  ?  A.  I  think  the  multiple  board  was  put  in  for  $1,500. 
I  think  it  cost  us  $12  a  line. 

Q.  How  long  ago  was  that?  A.  I  think  that  was  seven  years 
ago. 

Q.  What  company  arc  you  referring  to  now  ?  A.  The  Lansing 
Company. 

Q.  What  is  the  capital  stock  of  that  company  ?  A.  That  com- 
pany has  been  amalgamated  with  the  Citizens,  of  Grand  Rapids. 

Q.  What  was  the  capital  stock  of  it  when  it  was  organized? 
A.  Thirty  thousand  dollars. 

Q.  Common  or  preferred?     A.  All  common. 
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Q.  All  issued?    A.  No;  $24,000  was  issued. 

Q.  That  was  all  issued  for  cash  ?    A.  All  issued  for  cash. 

Mr.  Page  :  Mr.  Chairman,  is  it  in  order  to  take  a  short  recess  ? 

The  Citaibman:  Yes;  we  will  take  a  recess  until  2.30. 

Secess  until  2.30  p.  m. 


AFTERNOOX  SESSION. 

Chairman  Davis:  The  Committee  will  be  in  order. 

Mr.  Page:  Mr.  Chairman,  I  understand  that  there  is  present 
Mr.  Ernest  C.  Brower,  who  has  a  complaint  to  make  relating  to 
either  service  or  rates  of  one  of  the  telephone  companies. 

Mr.  Ebnest  C.  Browek  :  I  dislike  to  have  the  opportunity  pass 
by  without  registering  a  complaint  against  the  charge  of  10 
cents  which  is  made  for  calls  between  the  borough  of  Brooklyn 
and  the  borough  of  Manhattan.  I  object  to  the  characterization 
of  calls  between  those  two  boroughs  as  foreign  calls.  The  distance 
between  the  Borough  Hall  of  Manhattan  and  the  Borough  Hall  of 
Brooklyn  isn't  much  in  excess  of  one  mile  and  yet  they  characterize 
calls  between  those  two  points  as  foreign  messages  and  make  a 
charge  of  10  cents  for  each  call.  The  company  does  not  make  any 
additional  charge  for  calls  between  the  Borough  Hall,  Manhattan, 
and  the  Bronx.  Sometime  ago,  when  the  Brooklyn  company  was 
under  the  control  of  the  New  Jersey  company,  I  applied  to  them 
and  asked  what  was  the  cause  of  this  great  charge  between  the 
borough  of  Manhattan  and  the  borough  of  Brooklyn,  and  they 
informed  me  that  the  New  Jersey  Telephone  Company,  for  each 
such  call,  was  obliged  to  pay  to  the  New  York  company  5  1-6  cents 
for  each  call.  At  the  present  time  the  bills  are  billed  under  the 
heading  of  the  New  York  Telephone  Company  and  they  do  not 
make  any  reduction  —  they  still  charge  10  cents  for  each  call.  And 
it  seems  to  me  that  in  view  of  this  consolidation  and  the  usual 
economic  propositions  that  follow  in  the  wake  of  all  consolidation 
that  some  reduction  of  this  charge  should  be  made  to  Brooklyn 
subscribers.  I  am  informed  by  one  who  is  connected  with  the 
telephone  company,  which  leads  me  to  believe  what  they  say,  that 
the  cost  of  maintenance  of  wires  between  the  borough  of  Brooklyn 
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and  the  borough  of  New  York  is  soniethiug  like  $1  per  linear  foot 
for  a  cable  containing  GOO  wires  which  cost  covers  the  rental  to 
the  city  of  Xew  York  and  the  cost  of  maintenance.  It  seems  to 
me  with  this  slight  distance  between  Brooklyn  as  compared  with 
distance  in  the  borough  of  Manhattan  is  so  small  that  there  should 
not  be  any,  or  if  any,  a  very  slight  charge  for  toll  messages  between 
the  borough  of  Brooklyn  and  the  borough  of  New  York,  and  I, 
therefore,  ask  that  this  honorable  body  will  make  a  recommenda* 
lion  to  the  Legislature  accordingly,  to  the  end  that  the  charge 
may  be  reduced. 

Chairman  Davis:  All  right,  sir. 

Mr.  Page:  Mr.  Henry  Markus.  I  understand  that  Mr.  Markus 
was  to  be  here  to  make  a  complaint  relating  to  either  the  service 
or  rates ;  but  he  doesn't  seem  to  be  here  at  the  present.  I  have  a 
letter  from  Mr.  George  A.  Marshall  which  I  will  read  into  the 
record : 

GEORGE  A.  MARSHALL, 

Attorney  and  Counselor  at  Law, 

38  Park  Row,  New  York  City. 

December  2,  1909. 

Hon.  George  A.   Davis,  Chairman^  Joint  Legislative  Committee,  City  Hall, 
yew  York  City: 

Deab  Sir. —  I  wish  to  lay  before  your  Committee  the  facts  relative  to  my 
eontract  with  the  New  York  Telephone  Company,  my  only  complaint  being 
that  whereas  I  have  had  a  large  credit  of  unused  calls  at  the  end  of  my  con- 
tract year  until  this  year,  I  was  not  permitted  to  use  these  credits  as  an 
effset  against  an  excess  this  year. 
On  October  31,  1907,  the  end  of  my  contract  year,  I  had  a 

credit  of 274  unused  calls 

On  October  31,  1908   238-         "         '' 
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My  contract  entitles  me  to  600  calls  per  year  and  I  pay  $36  per  year  for 
these  calls. 

On  October  31,  1909,  I  had  used  43  calls  over  the  600  allowed  me  for  the 
year  ending  on  that  date.  For  these  43  calls  I  was  obliged  to  pay  at  the  rate 
el  five  cents  per  call.  My  kick  is  that  I  am  not  allowed  to  set  off  the  unused 
calls  to  the  number  of  512  in  two  years  against  the  excess  of  4^  this  year. 
I  am  entitled  to  utsc  600  calls  for  $36.  If  I  do  not  use  them  and  continue  the 
■ervice  from  year  to  year,  the  company  should  in  all  fairness  continue  the 
credit  of  unused  calls  as  long  as  the  phone  is  in  use.  The  charges  are  based 
vpon  the  use  of  so  many  calls  for  a  certain  rental  and  to  collect  more  than 
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that  rate  is  an  injustice  that  I  think  would  be  a  matter  for  action  by  the 
Public  Service  Commission  should  the  Legislature  see  fit  to  give  it  jurisdiction 
over  telephone  companies. 

The  telephone  business  in  New  York  city  is  destined  to  remain  a  monopoly 
and  it  is  probable  that  it  is  best  for  the  city  and  the  subscribers  that  it  should 
so  remain.  I  can  see  no  advantage  to  anybody  in  having  separate  systems. 
What  we  do  need,  however,  is  supervision  of  this  monopoly  so  that  we  will  not 
be  charged  excessive  rates  and  that  the  very  best  service  possible  shall  be 
required. 

Very  truly  yours, 

GEO.  A.  MARSHALL. 

Is  there  anyone  else  here  having  a  complaint  against  the  com- 
pany or  against  any  company  ? 

Ferdinand  M.  Shepard:  About  a  month  ago  a  janitor  in  the 
apartment  at  932  Amsterdam  avenue  called  my  attention,  as 
manager  of  the  estate,  to  the  condition  of  telephone  and  telegraph 
wires,  as  he  supposed,  running  across  from  the  southeast  corner 
of  the  avenue  over  to  the  southwest  corner.  I  went  upon  the  roof 
and  looked  at  the  wires  and  found  that  there  were  wires  there  that 
appeared  to  be  two  double  wires  twisted  and  two  straight  wires. 
Well,  they  were  placed  upon  a  part  of  the  brick  structure  on  the 
roof  there  of  about  two  bricks  thickness  and  the  wires  ran  at 
sort  of  an  angle,  and  it  would  seem  that  it  required  very  little 
weight  of  snow  or  sleet  to  pull  that  wall  down,  and  if  the  bricks  fell 
they  were  certain  to  fall  through  an  airshaft  onto  a  stairway  below 
on  which  somebody  might  pass  and  meet  with  serious  accident. 
So  I  went  to  the  nearest  pay  station  and  asked  to  be  connected 
with  the  party  who  had  charge  of  the  stringing  of  the  wires  and 
somebody  replied  that  he  had  charge  of  that,  and  I  stated  that 
condition  to  him  and  said  the  thing  was  dangerous  and  that  they 
had  no  authority  at  any  time  from  the  owner  of  the  property  to  put 
wires  there,  which  I  afterward  ascertained,  and  as  they  were 
being  maintained  at  present  it  was  a  very  dangerous  thing.  He 
said,  we  will  look  into  it,  but,  he  said,  how  do  you  know  they  are 
our  wires?  I  said,  of  course  I  cannot  tell  that.  He  said  they 
may  be  private  individual  wires.  I  said  the  two  double  wires 
looked  like  telephone  wires.  The  thing  dragged  on  and  nothing 
was  done  in  the  matter.  I  went  to  the  Fidelity  and  Casualty 
Company  and  notified  the  parties  there  who  insure  this  property 
and  the  property  next  door  as  well,  and  they  stated  that  it  was  out 
of  their  jurisdiction  and  that  they  looked  after  things  after  an 
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accident  happened  and  not  before,  and  he  suggested  that  I  should 
go  to  the  police  station.  Well,  of  course,  when  you  go  to  the 
police  station  you  generally  have  a  pretty  long  wait.  I  let 
the  thing  hang  for  a  little  while  longer  and  this  morning  I 
said  to  myself  I  think  I  will  go  to  the  Public  Service  office,  it 
would  seem  to  be  something  which  they  might  have  charge  of.  I 
had  a  dim  recollection  of  having  read  that  they  had  charge  of  it ; 
so  I  went  down  there  and  they  mentioned  that  there  would  be  a 
meeting  held  here  and  I  thought  it  might  be  a  matter  in  which 
you  would  be  interested.  It  is  a  small  matter  apparently  but  it 
mav  be  a  serious  matter. 

Chairman  Davis:  We  will  have  those  wires  fixed. 

Mr.  Shepakd:  I  thank  you,  Mr.  Chairman,  I  am  sure. 

Mr.  Page:  Mr.  Markus  is  present  now  wishing  to  state  his 
grievance. 

Mr.  Henky  Mabkijs:  Mr.  Chairman  and  gentlemen  of  this 
Committee,  in  behalf  of  a  large  number  of  property  owners  in 
the  city  of  Xew  York  we  do  no  longer  desire  to  have  the  powers 
of  government  by  commission  enhanced  or  enlarged  in  anywise  by 
delegating  additional  powers  to  our  so-called  Public  Utilities 
Commission  and  for  this  reason:  During  their  term  in  office 
they  have  cost  us  a  barrel  in  money.  They  have  been  very  regular 
and  very  prompt  in  receiving  their  checks  and  receipting  therefor 
without  doing  any  public  service  whatever. 

Chairman  Davis:  I  have  a  memorandum  here  that  vou  are 
president  of  the  T^nited  Real  Estate  Association. 

Mr.  Markus  :  Yes,  sir. 

Chairman  Davis:  Do  you  appear  as  president  of  that  associa- 
tion or  as  an  individual  ? 

Mr.  Markus:  I  appear  mainly  as  a  plain,  ordinary,  common 
member  of  that  association. 

Chairman  Davis:  Representing  that  association. 

Mr.  Markus  :  Sure.  And  the  rest  of  them ;  all  the  rest  of  them. 
Now  one  of  the  great  poets  in  the  English  language  said,  "  I 
care  not  who  makes  the  laws  of  a  nation  as  long  as  I  am  able  to 
write  the  songs  of  that  nation."  And  I  would  sslj  this:  That  if 
we  were  empowered  to  make  the  names  of  the  Commission,  not 
the  laws  governing  that  Commission,  we  would  have  that  in  place 
of  the  laws  governing  that  Commission.   The  Public  Utilities  Com- 
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mission  has  absolutely  done  nothing  for  the  city  of  New  York. 
Their  limited  powers  as  you  understand  them  as  legislators,  are 
that  they  should  govern  certain  conditions  and  things.  We  have 
been  embarrassed  by  the  lack  of  transfers  in  the  city  of  New 
York.  I  find  that  this  Public  Utilities  Commission  has  the  most 
tremendous  and  the  most  stupendous  powers  that  have  ever  been 
delegated  to  a  commission  in  the  world  to  compel  every  corpora- 
tion in  the  city  of  New  York  to  do  just  what  the  corporations  want 
to  do,  just  what  they  want  to  do  and  nothing  more,  and  nothing 
that  you  can  empower  them  to  do  in  reference  to  the  telephone  or 
telegraph  service  will  do  any  more  than  to  empower  them  to  do 
what  those  telephone  and  telegraph  companies  are  willing  to  do 
and  want  to  do.  Now,  why  should  we  then  strengthen  their 
elbows,  so  to  speak,  strengthen  their  hands  and  hold  up  their  hands 
as  the  hands  of  Moses  were  turned  sometimes  and  held  up  like 
that  by  the  Sons  of  Aaron,  why  should  we  try  to  strengthen  them  ? 
We,  as  taxpayers  of  the  city  of  New  York,  are  opposed  to  govern- 
ment by  commission  or  any  commission.  It  follows  that  the  Leg- 
islature in  its  wisdom  is  strong  enough  and  big  enough  and  mind- 
ful enough  of  the  interest  of  the  average  citizen  to  give  us  such 
laws  as  by  their  general  rulings  will  give  us  justice  and  right. 
Now,  I  don't  know  what  the  contentions  of  the  telephone  and 
telegraph  companies  are?  I  have  myself  subscribed  —  myself 
as  one  of  the  users  of  all  of  those  telephone  companies  for  years, 
and  I  find  that  none  of  them  could  ever  do  anything  for  us.  We 
are  tied  by  the  hands  of  monopoly.  We  find  a  Public  Utility  Com- 
mission can  do  nothing  in  any  direction  even  with  regard  to  the 
surface  roads.  They  can  do  nothing  for  us.  If  you  enlarge  their 
powers  why  don't  you  yourself  pass  general  laws  which  will  give 
us  those  reforms  that  some  of  those  who  have  addressed  you 
have  spoken  for?  I  say  to  you  right  now  they  should  not  be 
referred  to  a  commission.  As  a  native  born  Manhattanite,  a  native 
bom  New  Yorker,  I  oppose  the  general  proposition  of  delegating 
the  powers  of  the  State  to  so-called  select  commissions.  I  think  it 
is  wrong  in  its  entirety  and  I  think  if  they  should  go  to  anybody 
they  should  go  to  the  General  Railroad  Commissioner  of  the 
general  powers  of  the  State  —  a  general  law  be  passed  and  there 
is  no  reason  why  these  subways  —  there  is  no  reason  why  these 
pipe  lines  that  are  possible  in  the  subways  should  not  be  utilized 
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by  independent  companies.  I  would  like  to  start  one  to-morrow 
myself.  It  could  be  done.  I  don't  know  who  the  people  are  that 
come  here  in  behalf  of  the  independent  companies.  I  have  made 
no  connection  of  any  kind  with  anybody  excepting  that  I  do  not 
believe  that  you  should  turn  this  over  to  the  Public  Utilities  Com- 
mission because  they  have  done  nothing.  They  have  been  an 
incubus  to  the  amount  of  $462,000  on  this  community  every  year 
since  they  have  been  in  existence  —  only  two  years  —  and  if  you 
could  pass  any  legislation  to  wipe  them  out  I  would  thank  you 
for  listening  to  me. 

Mr.  Page:  Have  you  stated  fully  all  of  the  grievances  you 
have  against  the  telephone  and  telegraph  companies  within  this 
State  or  within  the  city  of  New  York?  And  were  you  speaking 
as  a  taxpayer?    A.  Absolutely. 

Mr.  Page:  Do  you  mind  stating  to  the  Committee  just  what 
is  the  assessed  value  of  the  property  in  this  city  on  which  you 
pay  taxes? 

Mr.  Maekus:  On  which  I  pay  taxes? 

Mr.  Page:  Yes. 

Mr.  Markus:  $267.50. 

Mr.  Page  :  That  is  all,  unless  the  Chairman  has  some  question. 

Mr.  Markus:  I  want  to  go  further.  I  represent  11,000  tax- 
payers. Xow,  the  fact  that  I  only  pay  taxes  on  a  house  in  which 
I  live,  my  tenants  pay  the  rest  of  my  taxes.  They  pay  that,  all 
right. 

The  Chairman:  All  right,  Mr.  Markus. 

Mr.  Markus:  I  represent  positively  11,000  taxpayers  in  the 
city  of  Xew  York.  Every  assertion  I  have  made  can  be  taken  up 
by  11,000  others.  But  I  am  a  single  taxer  —  a  Henry  Ge<^rge 
single  taxer,  and  I  don't  pay  any  taxes  for  anybody  else.  I  only 
pay  my  own. 

Mr.  Page:  Then  you  are  not  a  tenant? 

Mr.  Markus  :  No,  I  am  not  a  tenant ;  no,  you  bet  your  life. 

Mr.  Wilson,  recalled: 

Bv  Mr.  Page  : 

Q.  Mr.  Wilson,  I  show  you  paper  marked  Exhibit  18  for  identi- 
fication, and  ask  you  to  state  what  that  is?     A.  This  is  a  copy 
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of  the  franchise  of  the  New  York  and  Eastern  Telephone  and 
Telegraph  Company  of  Brooklyn,  and  of  the  New  York  Electric 
Lines  Company  of  the  city  of  New  York. 

Q.  You  say  it  is  a  copy  ?    A.  Yes. 

Q.  Is  it  a  correct  copy  ?  A.  Well,  as  far  as  the  New  York  Elec- 
tric Lines  Company,  I  haven't  read  over  the  other ;  I  assume  it  is. 
Some  officer  of  the  company  could  easily  identify  that.  I  suppose 
Mr.  Keynolds  could  do  that.  As  far  as  the  New  York  Electric 
Lines  Company,  it  is. 

Q.  So  far  as  this  paper  appears  to  be  a  copy  of  the  New  York 
Electric  Lines  Company  franchise  which  was  granted  —  A.  In 
1883. 

Q.  In  1883,  it  is  a  correct  copy  of  that  franchise?  A.  Yesf, 
sir,  it  is.  , 

Mr.  Page:  I  offer  it  in  evidence.  ' 

Chairman  Davis:  The  stenographer  will  mark  it.  , 

(Paper  received  in  evidence  and  marked  No.  18.) 

Q.  Mr.  Wilson,  you  were  to  furnish  copies  of  your  correspond- 
ence with  the  Empire  City  Subway  in  reference  to  putting  the 
wires  of  the  New  York  Electric  Lines  Company  in  the  ducts  of 
the  Empire  City  Subway  ?    A.  Yes,  sir. 

Q.  Have  you  those  copies  here?  A.  I  have  them  not  to-day; 
but  I  will  have  them  at  your  meeting  either  through  the  counsel, 
Mr.  Hodge,  or  through  myself  as  secretary  of  the  company. 

Q.  You  will  be  prepared  to  furnish  those  ?    A.  I  will ;  yes,  sir. 

Q.  On  Wednesday  of  next  week?  A.  Yes,  sir;  either  through 
counsel  or  myself,  which  ever  you  prefer. 

Q.  It  doesn't  matter  so  long  as  they  are  furnished.  A.  T  have 
furnished  you  with  the  other  information  of  the  Mercantile 
Electric. 

Q.  I  have  forgotten  whether  you  stated  that  you  conducted 
negotiations  with  the  Empire  City  Subway  Company  in  person! 
A.  Now,  Mr.  Hodge,  the  counsel  for  the  company  —  J.  Aspin- 
wall  Hodge,  of  the  Hanover  National  Bank  building,  on  Nassau 
street,  I  forget  the  number,  I  think  it  is  5  and  7. 

Q.  And  he  will  be  able  to  furnish  the  Committee  with  a  full 
account  of  the  litigation  that  has  been  had  between  the  two  com- 
panies in  reference  to  that  matter?     A.  Yes,  sir;  he  will  either 
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appear  in  person  or  he  will  furnish  me  with  that  correspondence 
as  an  oflScer  of  the  company. 
Mr.  Page:  That  is  all. 
D.  A.  Reynolds,  recalled: 

By  Mr.  Page  : 

Q.  Mr.  Reynolds,  I  show  you  Exhibit  No.  18,  a  portion  of 
which  appears  to  be  a  copy  of  a  subway  franchise  for  the  borough 
of  Brooklyn,  granted  in  1894.  Is  that  a  true  copy  of  the  fran- 
chise that  was  granted  to  the  New  York  and  Eastern  Telephone 
and  Telegraph  Company  ?    A.  It  is. 

Mr.  Page:  Now,  Mr.  Chairman,  I  suppose  that  both  parts  of 
this  paper  may  now  be  considered  in  evidence. 

Chairman  Davis  :  Very  well,  sir. 

Q.  Mr.  Reynolds,  did  you  at  one  time  have  some  trouble  about 
extending  the  wires  and  lines  of  the  State  Line  Telephone  Com- 
pany of  New  York  across  land  in  Putnam  county  belonging  to  the 
city  of  New  York  ?    A.  Yes,  we  did. 

Q.  How  long  ago  was  that?  A.  About  two  years  ago  or  a 
little  uiore  —  between  two  and  three  years  ago. 

Q.  Did  you  have  to  apply  to  some  Board  or  Commissioner  for 
permission  to  cross  ?  A.  We  applied  to  the  Commissioner  of 
Water  Supply,  Gas  and  Electricity. 

Q.  With  what  result?  A.  It  was  denied;  and  we  went  to  the 
court  and  the  court  ruled  that  we  had  a  right  to  place  our  wires 
on  the  city  ))roperty. 

Q.  I  didn't  get  the  last  of  that?  A.  That  we  had  the  right 
to  place  our  wires  on  the  city  property. 

Q.  Have  your  wires  been  placed  on  city  property?  A.  In 
some  places;  not  all. 

Q.  Have  you  ever  made  any  attempt  to  extend  your  lines  into 
the  citv  of  Greater  New  York  ?  A.  No  further  than  about  three 
miles  south  of  Peekskill. 

Q.  Well,  does  that  bring  them  into  the  city  of  Greater  New 
York?  A.  No;  it  is  thirty  miles  from  the  north  line  of  the  city. 
We  have  most  of  our  right  of  way,  however,  to  the  Yonkers  line. 

Q.  To  which  line,  the  north  or  south  line  of  Yonkers  ?  A.  The 
north  line  of  Yonkers. 
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Q.  Did  you  ever  hear  of  a  telephone  company  known  as  the 
Public  Service  Telephone  Company?     A.  Yes,  sir. 

Q.  Are  you  interested  in  it  in  anyway  ?     A.  No.  i 

Q.  Do  you  know  about  it?    A.  Yes,  sir. 

Q.  Will  you  tell  the  Committee  about  it  ?  A.  The  people  com- 
posing it  ? 

Q.  Yes,  if  you  will.  A.  The  company  is  incorporated  imder 
the  laws  of  the  State  of  New  York  for,  I  think,  $10,000,000 ;  and 
it  is  composed  of  the  same  men  that  attempted  to  get  a  franchise 
from  the  Board  of  Apportionment  by  the  Atlantic  Telephone 
Company.  Failing  to  get  the  franchise,  they  organized  the  Public 
Service  Telephone  Company  and  leased  so-called  telephone  rights 
under  an  electric  light  franchise  formerly  granted  to  the  American 
Electric  Company  and  now  owned  by  the  Long  Acre  Electric 
Light  Company. 

Q.  About  when  was  this  company  formed  —  the  Public  Ser- 
vice Telephone  Company?    A.  I  think  in  May. 

Q.  Of  this  year?    A.  Yes. 

Q.  Do  you  know  whether  or  not  its  stock  has  been  issued? 
A.  I  do  not. 

Q.  Do  you  know  whether  any  part  of  it  has  been  issued?  A. 
I  don't  think  it  has. 

Q.  Do  you  know  Avho  the  officers  of  that  corporation  are?  A. 
I  don't  know  at  the  present  time.  I  understood  that  Mr.  John 
A.  L.  Campbell,  who  was  president  of  the  company  —  who  was 
the  one  that  organized  it  at  that  time. 

Q.  Do  you  know  if  it  has  an  office  ?  A.  I  think  it  is  in  his  law 
office,  50  Church  street. 

Q.  Do  you  know  if  it  has  ever  done  any  business  ?  A.  No,  it 
has  not. 

Q.  There  was  one  matter  that  is  not  exactly  clear  to  me  from 
your  testimony  this  morning  and  that  is  in  regard  to  the  installa- 
tion of  your  plant  in  Peekskill.  You  stated  the  cost  was  $135 
per  phone.  Then  you  have  in  Peekskill  some  party  lines?  A. 
Yes. 

Q.  You  have  two-party  lines  and  four-party  lines?  A.  Yes, 
sir. 

Q.  In  figuring  that  cost  of  $135  per  phone  did  you  count  those 
circuits  on  which  there  are  two  or  more  parties  as  one  phone? 
A.  As  one  circuit. 
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Q.  So  when  you  say  the  cost  is  $135  per  phone,  you  mean 
$135  per  circuit,  regardless  of  the  number  of  telephones  on  that 
circuit?  A.  Yes;  but  it  also  includes  the  capacity  as  well  as 
those  installed.  We  have  a  capacity  there  of  something  over  1,800 
circuits,  and  we  have  installed  something  over  1,100  telephones. 

Q.  And  you  have  installed  the  1,100  telephones  on  how  many 
circuits?    A.  I  think  about  640  or  650. 

Q.  So  that,  to  find  the  cost  of  your  plant,  instead  of  multiply- 
ing 640  or  650  by  135  and  instead  of  multiplying  1,100  by  135 
you  would  multiply  1,800  by  135?  A.  I  would  if  they  were  all 
installed.    They  are  not  all  installed. 

Q.  What  has  it  cost  you  per  phone  to  install  what  you  have 
already  installed  ?    A.  About  $140,000. 

Q.  Per  phone  ?    A.  Xo ;  the  entire  Peekskill  plant. 

Q.  Now,  what  has  it  cost  you  per  phone  to  install  the  number 
that  you  have  installed  there?  A.  About  $130.  It  figures  out 
that  way. 

Q.  So  the  result  is  the  same,  practically?  A.  Practically  the 
same,  though  we  have,  of  course  —  it  leaves  us  with  a  very  large 
percentage  of  our  plant  unemployed. 

Q.  In  case  you  had  installed  telephones  up  to  the  capacity  of 
your  central  plant,  what  would  the  cost  per  phone  for  installation 
be  ?    A.  About  $90  or  $95. 

Q.  What  are  the  average  gross  earnings  per  year  for  each  tele- 
phone installed  ?  A.  I  think  it  would  run  about  $1.60  to  $1.75, 
taking  business  and  residential. 

Q.  Yes,  that  is  what  I  mean,  including  all  ?    A.  Yes. 

Q.  What  is  the  average  annual  cost  of  operation  per  telephone  ? 
A.  We  are  maintaining  and  operating  at  a  cost  of  about  58  per 
cent.,  I  think,  there. 

Q.  Fifty-eight  per  cent,  of  what  ?  A.  Fifty-eight  per  cent,  of 
earnings. 

Q.  On  the  gross  receipts  ?    A.  Yes. 

Q.  And  is  that  allowing  anything  for  depreciation?  A.  Xo, 
it  is  not. 

Q.  Do  you  think  anything  ought  to  be  allowed  for  deprecia- 
tion ?    A.  Xot  the  way  we  are  keeping  it  up. 

Q.  You  also  stated  this  morning  that  the  cost  of  installing  an 
independent  telephone  system  in  the  city  of  Greater  New  York 
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would  be  about  $75  per  phone,  if  I  remember  right?  A.  That 
was  the  maximum. 

Q.  As  the  maximum  ?  A.  That  didn't  include  conduits  or  real 
estate. 

Q.  And  you  stated  that  if  the  company  made  an  investment 
in  the  necessary  real  estate  it  would  pay  about  $10  more  for  phones 
or  $85  ?    A.  Yes. 

Q.  Xow,  suppose  that  the  company  could  obtain  a  franchise 
to  build  subways  and  did  build  its  own  subways  instead  of  renting 
space  in  those  already  built,  how  much  per  phone  would  that 
increase  the  cost  of  installation  ?  A.  I  haven't  any  figures  to  go, 
by  except  one  or  two  systems  that  I  am  familiar  with.  In  Phila- 
delphia — 

Q.  Give  your  best  judgment  based  on  your  knowledge  of  other 
systems  ?  A.  Well,  Philadelphia  has  half  of  its  capital  or  a  little 
more,  invested  in  its  conduits ;  and  to  build  a  second  conduit  sys- 
tem in  Xew  York  would  cost  a  great  deal  more  in  proportion  than 
it  did  in  Philadelphia.  The  streets  in  many  places  are  very  full 
and  it  would  be  necessary  to  go  down  below  the  second  level. 

Q.  Then  about  how  much  per  phone  do  you  think  it  would  cost 
to  build  the  necessary  subways  in  Xew  York?  A.  About  $25  per 
telephone. 

Q.  That  would  be  very  much  less  than  half  of  the  remaining 
cost  of  installation  ?  A.  Because  of  the  fact  that  —  of  the  density 
of  population. 

Q.  The  density  of  population  would  make  the  system  cost  less 
per  phone  in  Xew  York  city  than  it  did  in  Philadelphia  ?  A.  Yes, 
that  is,  on  account  of  shorter  circuits  and  smaller  cable  radius, 
though  it  would  cost  more  in  proportion  per  trench  foot  than  it 
would  in  Philadelphia. 

Q.  Xow,  assume  that  you  install  a  plant  in  Xew  York  and 
use  the  subways  that  are  already  here,  what  would  be  the  annual 
cost  of  operation  per  year  per  phone?  A.  That  is,  the  annual 
rental  per  phone  of  conduit  ? 

Q.  Xo;  what  it  w^ould  cost  the  company  to  operate  the  same 
distributed  over  all  the  telephones  that  they  would  have  installed. 
What  would  be  the  cost  per  phone  per  year  ?  A.  For  operation, 
or  operation  and  maintenance? 

Q.  For  operation  ?    A.  I  should  sav  about  $8. 
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Q.  Would  that  include  anythiug  for  maintenance  charges? 
A.  No. 

Q.  How  much  per  phone  per  year  would  the  maintenance 
charges  amount  to  ?  A.  I  should  say  that  maintenance  and  opera- 
tion could  safely  be  placed  at  $15  per  instrument  if  nothing  was 
laid  aside  for  sinking  fund  or  depreciation. 

Q.  How  much  should  be  laid  aside  each  year  for  depreciation 
per  phone  if  you  have  allowed  the  $15  for  operation  and  main- 
tenance ?    A.  I  would  say  $5. 

Q.  So  that  the  total  cost  of  operation  would  be  about  $20  per 
year  per  phone?  A.  That  is  operation,  maintenance  and  depre- 
ciation. 

Q.  Would  there  be  any  other  expenses?  A.  No;  except  fixed 
charges  on  capital  invested.    That  couldn't  be  called  expense. 

Q.  That  is  interest.  That  is  the  return  that  the  investors  get  ? 
A.  Yes. 

Q.  How  much  of  the  $8  per  phone  which  you  allow  for  opera- 
tion would  go  for  rental  of  space  in  the  subways?  A.  Our  engi- 
neering plans  for  maintenance  show  that  with  full  capacity  the 
subway  rental  at  the  present  rate  of  $800  per  mile  duct  including 
trunking  lines  will  amount  to  between  68  and  75  cents  per  year 
per  telephone. 

Q.  For  trunking  lines  ?    A.  Trunking  between  exchange.^. 

Q.  That  wouldn't  be  all  the  cost,  would  it?  A.  For  conduit 
rental  ? 

Q.  Yes.    A.  Yes. 

Q.  Nothing  except  rental  between  exchanges?  A.  No,  I  said 
including  that. 

Q.  Including  that?     A.  Yes. 

Q.  I  don't  understand  you.  A.  Yes,  including  that.  That 
would  be  the  entire  conduit  rental.  It  figures  up  68  cents,  but 
there  would  always  be  some  idle  wires,  and  my  answer  was  be- 
tween 68  and  75  cents  per  telephone  per  year. 

Q.  In  placing  your  estimate  of  the  cost  of  operation,  mainten- 
ance and  depreciation  upon  a  system  in  the  city  of  Greater  New 
York,  have  you  assumed  any  particular  number  of  phones  as  being 
included  in  that  estimate?    A.  Yes. 

Q.  How  many  ?  A.  We  have  made  our  estimates  on  the  imme- 
diate installation  of  6,000  telephones  with  a  possible  capacity  of  a 
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million.  We  estimate  that  each  A  operator  can  handle  100  lines. 
They  can't  do  that  in  the  lower  part  of  Manhattan,  but  they  can 
do  more  than  that  in  the  upper  part.  The  average  is  about  100 
lines  per  A  operator.  We  require  about  three-quarters  as  many 
B  operators. 

Q.  When  you  speak  of  A  operators  and  B  operators  you  are 
classifying  the  operators  according  to  their  skill  in  handling  the 
switchboard  work?  A.  No.  An  A  operator  is  the  operator  re- 
ceiving the  message  direct  from  the  subscriber,  and  where  the  call 
subscribed  is  in  another  exchange  the  A  operator  passes  the  con- 
nection to  the  B  operator,  and  the  B  operator  calls  the  party 
in  the  exchange  to  which  the  call  is  sent. 

Q.  Suppose  you  only  install  200,000  telephones,  would  it  make 
any  difference  in  the  cost  of  operation  per  phone  ?    A.  Yes. 

Q.  How  much?  A.  Oh,  not  a  very  material  difference,  we 
wouldn't  be  able  to  use  the  conduits  as  fully.  We  would  have 
to  have  practically  the  same  amount  of  conduit,  but  instead  of 
using  400  pair  of  cables  or  525  pair  of  cables  which  is  the  largest 
which  can  be  drawn  into  the  New  York  conduits  we  might  have  to 
use  300  pair  cables  so  that  our  conduit  rental  would  be  quite  as 
heavy  for  a  200,000  system  as  for  a  600,000  system.  It  might 
be  more  or  less;  but  not  appreciable. 

Q.  You  say  the  operating  cost  would  be  less  per  phone  if  you 
had  only  200,000  phones  in  than  it  would  if  you  had  600,000 
phones  ?  A.  Xo,  I  said  the  operation  so  far  as  the  conduits  were 
concerned  would  be  more  in  proportion. 

Q.  Suppose  you  took  into  your  calculation  all  of  the  operating 
expenses.  Which  would  be  the  greater  cost  per  phone  per  year  — 
which  would  carry  a  greater  cost  per  phone  for  operation,  a  sys- 
tem of  600,000  phones  or  one  of  200,000  phones?  A.  I  don't 
think  that  there  would  be  an  appreciable  difference.  There  would 
1)0  advantages  both  ways. 

Q.  Well,  without  discussing  the  advantages,  you  say  there  would 
be  no  difference  in  the  cost  of  operation  per  phone  as  between  a 
system  with  200,000  phones  installed  and  one  with  600,000  phones 
installed?  A.  Not  per  telephone,  I  don't  think  there  would  be 
very  much  difference. 

Q.  Would  there  be  any  difference  in  the  cost  per  phone  in  the 
cost  of  maintenance?    A.  Not  appreciably. 
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Q.  Would  there  be  any  difference  in  the  cost  per  phone  for 
depreciation?  A-  !S^o,  that  would  be  based  upon  the  cost  of  the 
system.  There  would  be,  however,  quite  a  difference  in  the  cost 
of  construction. 

Q.  In  favor  of  which  system  ?  A.  The  larger  system  would  be 
the  cheaper. 

Q.  If  you  install  600,000  phones  it  would  cost  less  per  phone 
than  200,000  ?    A.  Yes,  sir. 

Q.  Suppose  you  installed  a  million  phones  would  the  cost 
per  phone  be  still  further  reduced?  A.  Yes;  but  not  as  much 
as  one  would  imagine.    The  difference  would  be  very  slight. 

Q.  About  how  much  difference  would  there  be  in  the  initial 
cost  of  installation  per  phone  as  between  a  system  of  600,000 
and  one  of  a  million  phones  ?  A.  I  don't  think  it  would  be  over 
10  per  cent,  either  way. 

Q.  Are  you  willing  to  say  which  way  it  would  be  ?  A.  I  think 
if  a  system  of  1,000,000  telephones  could  be  installed  as  an 
original  installation  that  it  would  be  less.  If,  on  the  other  hand, 
we  built  a  system  of  600,000  and  then  increased  it  to  a  million,  the 
relative  cost  of  the  additional  400,000  would  be  greater  than  the 
initial  construction. 

Q.  So  that  you  would  still  have  an  initial  cost  of  installation 
of  about  $75  per  phone  ?    A.  Yes. 

Q.  Or  $85?     A.  In  the  Bronx. 

Q.  Well,  in  the  whole  city  of  Greater  Xew  York,  or  an  added 
cost  of  $25  per  phone  if  you  build  your  o^vn  subways?  A.  Yes, 
that  is  right. 

Q.  Which  would  be  the  more  profitable  enterprise  for  an.  inde- 
pendent company  starting  in  in  Xew  York  —  for  it  to  pay  rental 
for  a  space  in  the  present  subways  or  to  build  its  own  subways 
provided  it  could  get  permission  to  do  so?  A.  It  would  be  very 
much  to  the  advantage  of  the  company  to  lease  its  subway  right 
facilities. 

Q.  Why?  A.  Well,  in  building  a  subway  system  you  have  to 
build  for  the  future;  and,  as  a  result,  you  have  a  large  amount 
of  idle  capital.  In  the  Keystone  plant  two-thirds  to  three-quar- 
ters of  their  investment  of  their  conduit  is  unused,  and  some 
portions  of  that  won't  be  used  for  fifty  years.  That  is  idle  prop- 
erty.    Where  a  comprehensive  duet  system  such  as  we  have  in 
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Xew  York,  a  company  would  make  its  requisitions  for  what  it 
required  for  its  original  installation,  and  it  would  have  no  idle 
capital.  In  fact  it  would  have  no  capital  invested  in  the  con- 
duits and  it  would  only  pay  for  that  portion  of  the  conduits  which 
it  required  to  use. 

Q.  Do  you  understand  that  the  present  conduit  system  in  Xew 
York  is  filled?  A.  Xo,  sir;  it  is  not  half-filled.  There  are 
places  where  they  are  not  one-tenth  filled. 

Q.  Is  there  any  part  of  the  subway  system  that  is  filled  ?  A. 
I  think  so. 

Q.  Well,  do  you  know  about  it  ?  A.  Xo,  I  do  not  know  whether 
they  are  filled  with  operating  wires  or  dummy  wires.  I  know 
there  are  manholes  where  apparently  every  conduit,  or  within 
one  or  two  conduits  have  cables  in ;  but  I  don't  know  whether  they 
are  dummy  cables  or  operating  cables. 

Q.  Just  what  do  you  mean  by  dummy  cables  ?  A.  Cables  —  a 
short  piece  of  cable  taken  into  the  manholes,  one  end  put  into  a 
conduit  on  the  one  side  of  the  manhole  and  the  other  end  on  the 
other  side  of  the  manhole.  Apparently  that  conduit  would  be 
filled,  whereas,  as  a  matter  of  fact,  the  cable  might  not  be  more 
than  ten  feet  long. 

Q.  The  space  in  that  conduit  while  apparently  not  used,  would 
simply  be  plugged  at  one  end  ?    A.  That  is  right. 

Q.  By  an  imitation  cable?    A.  That  is  right. 

Bv  Vice-Chairman  Merritt: 

Q.  I  would  like  to  ask  the  witness  whether  the  volume  of  busi- 
ness on  a  line  makes  anv  difference  when  it  is  taken  into  considera- 
tion  in  determining  the  size  of  wire  and  therefore  the  expense 
involved  in  construction?  A.  Xot  in  ordinary  exchange  work. 
An  exchange  with  a  radius  not  exceeding  a  mile  can  use  Xo.  22  B. 
&  S.  copper,  and  that  has  sufficient  carrying  capacity  for  any 
amount  of  service.  Anv  use  with  a  24r-volt  circuit  is  considered  to 
be  first-class  construction;  but  if  that  circuit  is  to  be  longer  than 
a  mile,  as  in  some  exchanges,  two,  three,  or  four  miles,  it  should 
he  a  wire  as  large  as  Xo.  19  B.  &  S. 

Q.  What  size  wire  would  be  used  on  a  long  distance  service  ? 
A.  Ordinarily  Xo.  10  B.  &  S. ;  but  if  it  is  going  to  be  a  long 
circuit  like  Xew  York  to  Chicago,  something  like  that,  they  put  in 
generally  about  Xo.  8. 
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Q.  That  would  be  a  cable  of  No.  8?  A.  No,  it  would  be  a 
single  wire.  I  don't  know  that  they  make  a  cable  larger  than  No. 
14  wire. 

Q.  I  didn't  know  but  what  there  might  be  something  in  the 
volume  of  business  that  would  affect  the  size,  necessarily,  as  it  does 
in  the  transmission  of  electric  currents  for  lighting?  A.  No; 
the  resistance  is  so  light  on  a  short  radius  that  it  would  not  be 
over  75  to  100  ohms  and  that  -shouldn't  interfere  at  all,  because 
some  of  the  relays  have  1,000  ohms  resistance. 

Q.  All  you  really  want  is  just  a  good  copper  wire  big  enough 
to  have  strength  enough  ?  A.  To  be  drawn  in.  About  No.  22  is 
good  construction. 

By  Mr.  Page  :  ' 

Q.  Mr.  Reynolds,  have  you  a  map  showing  the  extent  of  the 
independent  telephone  lines  in  the  city  of  New  York  ?  A.  I  have  a 
map  that  was  made  from  the  telephone  directory  of  independent 
telephone  companies  that  was  issued  in  January,  1908.  It  shows 
903  companies  in  the  State.  About  1,288  exchanges.  Some  of 
them,  of  course,  are  not.  I  have  it  here,  Mr.  Page,  if  you  desire 
it. 

Q.  Did  you  state  the  mmiber  of  independent  telephones  that 
were  installed  in  the  city  of  New  York?  A.  According  to  this 
record  there  are  175,000  outside  of  the  metropolitan  district  of 
independents  and  about  150,000  of  Bell's  outside  of  the  metropoli- 
tan district 

Q.  Do  you  know  how  many  of  the  Bell  telephones  are  installed 
within  the  metropolitan  district?  A.  They  claim  400,000;  but 
their  book  that  was  issued  about  two  weeks  ago  —  207,500  names. 

Q.  And  how  many  independent  phones  in  the  city  ?  A.  There 
are  none. 

Q.  I  understood  you  to  say  this  morning  that  there  were  a  few 
independent  phones?  A.  There  were  a  few  telephones  that  were 
installed  imder  the  Brooklyn  franchise,  but  nothing  that  you 
could  dignif\  with  the  name  of  a  telephone  exchange.  I  think 
there  were  thirty-five  altogether. 

Q.  And  there  was  in  addition  to  that  some  that  were  installed 
by  the  Mercantile  Electric  Company  ?  A.  Yes,  I  think  there 
were  twentv-?even  of  those. 
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Q.  I  have  here  a  bulletin  that  was  issued  from  the  Depart- 
ment of  Commerce  and  Labor,  Bureau  of  the  Census,  dated  Feb- 
ruary 18,  1909,  as  of  December  31,  1907,  which  states  that 
the  number  of  independent  telephones  in  the  State  of  Xew  York 
on  that  date  was  180,759.  Do  you  disagree  with  that?  A.  Well, 
my  estimate  is  intended  to  be  extremely  conservative.  I  would 
sooner  think  that  those  figures  were  more  accurate  than  what  I 
have. 

Q.  The  same  bulletin  states  that  on  the  same  date  there  were 
Bell  telephones  installed  within  this  State  to  the  number  504,753. 
Do  you  wish  to  disagree  with  those  figures?  A.  Xo,  I  have  no 
means  of  knowing.  If  they  deduct  what  they  claim  for  the  metro- 
politan district  from  that,  it  would  leave  very  much  less  outside 
of  the  metropolitan  district  than  what  the  independents  give 
them  credit  for. 

Q.  You  think  those  figures  which  I  have  read  are  substantially 
correct  ?    A.  I  think  they  were  substantially  correct. 

Q.  Is  this  the  map  that  you  were  referring  to  ?    A.  It  is. 

Mr.  Page  :  I  would  like  to  have  that  marked  for  identification. 

(Map  marked  Exhibit  Xo.  19  for  identification.) 

Q.  I  show  you  Exhibit  No.  19  for  identification,  and  ask  you 
what  it  is  ?  A.  It  is  a  map  of  the  independent  telephone  lines  in 
the  State  of  New  York  made  from  the  last  published  telephone 
directory  of  the  United  States. 

Q.  Is  it  accurate  ?  A.  As  accurate  as  we  can  make  it  from  that 
directory. 

Q.  And  is  it  complete  up  to  date  ?  A.  Xo,  it  was  made  from  a 
directory  issued  in  January,  1908. 

Q.  How  many  miles  of  independent  telephone  lines  have  been 
built  since  that  map  was  made  ?    A.  I  have  no  means  of  knowing. 

Q.  Have  you  any  information  in  regard  to  that?  A.  Xo, 
nothing  that  would  be  at  all  accurate ;  it  would  be  only  a  guess. 

Q.  Are  you  willing  to  leave  this  map  with  the  Committee? 
A.  Yes,  I  have  other  copies. 

Mr.  Page:  I  would  like  to  reserve  the  right  to  offer  this  in 
evidence  if  it  should  later  appear  to  be  of  sufficient  importance  to 
justify  it. 
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Q.  Will  you  be  in  Xew  York  on  Wednesday  of  next  week  30 
that  if  there  is  anything  else  occurs  that  the  Committee  wants  to 
examine  you  about  you  can  be  here  ?    A.  Yes. 

Mr.  Page  :  I  think  that  is  all.    Thank  you  very  much. 

Joiix  Babber  Cretghton,  being  duly  sworn,   testified  as 
follows : 

By  Mr.  Page  : 

Q.  Mr.  Creighton,  you  have  a  complaint  to  make  which  relates 
either  to  rates  or  service.  Will  you  state  whatever  your  com- 
plaint is  fully  ?  A.  Yes.  I  reside  in  the  borough  of  Brooklyn,  in 
that  section  of  the  borough  known  as  Flatbush.  We  think  the 
charge  of  ten  cents  for  a  telephone  message  to  Manhattan  is  un- 
reasonable. We  find  that  we  can  telephone  from  the  remotest 
sections  of  Brooklyn  to  the  downtown  section  around  the  city  hall 
for  five  cents ;  but  if  we  come  down  to  our  place  of  business  at  the 
city  hall  and  cross  the  East  river  running  into  the  Battery  or 
anvwhere  near  the  Wall  street  section,  we  immediatelv  have  to 
double  the  rate  100  per  cent.  We,  as  individuals,  in  Brooklyn 
have  taken  this  matter  up  with  the  telephone  company  and  were 
told  that  on  account  of  the  two  companies,  the  old  Xew  York  Tele- 
phone Company  and  the  New  York  and  Xew  Jersey  Telephone 
Company  that  charge  had  to  be  made;  but  since  the  merger  of 
those  two  corporations  that  argument  must  fall  down.  Then  they 
also  said  that  the  cable  crossings  under  the  river,  on  account  of  the 
swift  tides,  were  constantly  giving  out  and  causing  a  great  deal 
of  expense  to  repair  them;  but  no  application  was  made  by  the 
company  to  use  the  conduits  in  the  Brooklyn  subway  which  would 
prevent  any  washing  away  of  the  cables,  and  the  Brooklyn  Bridge 
is  also  at  the  disposal  of  the  companies  for  overhead  construction. 
Now,  it  seems  to  me  as  a  resident  and  taxpayer  of  Brooklyn  that 
the  charge  from  the  main  station,  at  least  everything  around  the 
citv  hall  to  evervthina:  below  Fourteenth  street  in  Manhattan,  a 
charge  of  ten  cents  is  out  of  all  question,  and  that  the  company 
should  make  a  flat  rate  of  five  cents  for  that  zone.  I  think  that  is 
all,  Mr.  Chairman. 

Chairman  Davis:    All  right. 
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Theodore  L.  Cuylee,  being  duly  sworn,  testified  as  follows : 

By  Mr.  Page  : 

Q.  Mr.  Cuyler,  where  do  you  reside?  A.  In  the  borough  of 
Brooklyn. 

Q.  What  street  and  number?  A.  176  South  Oxford  street, 
Brooklyn. 

Q.  And  what  is  your  occupation  ?    A.  In  the  telephone  business. 

Q.  Connected  with  what  company?  A.  I  am  treasurer  of  the 
New  England  Telegraph  Company. 

Q.  Is  that  a  part  of  the  system  known  as  the  postal  system? 
A.  It  is. 

Q.  What  territory  does  it  cover?    A.  The  State  of  New  York. 

Q.  Does  the  system  of  the  New  England  Telegraph  Company 
extend  bevond  the  lines  of  the  State  of  New  York  ?    A.  It  does  not. 

Q.  Where  is  the  stock  of  this  company  owned?  A.  Here  in 
New  York. 

Q.  Is  it  owned  by  another  company  or  by  individuals  mostly? 
A.  It  is  owned  by  the  Farmers  Loan  and  Trust  Company  prin- 
cipally. 

Q.  As  an  investment  of  that  company  or  are  they  holding  it  as 
trustees  ?    A.  I  don't  know. 

Q.  Is  there  anyone  connected  with  your  company  that  would 
know  about  that  or  that  does  know  about  it  ?  A.  I  can't  sav,  sir. 
I  am  not  in  a  position  to  say,  as  I  don't  know. 

Q.  What  do  you  mean  when  you  say  you  are  not  in  a  position 
to  say?    A.  Well,  I  simply  don't  know. 

Q.  Is  there  any  record  in  your  office  that  shows  who  owns  the 
capital  stock  of  your  company  —  the  New  England  Telegraph 
Company?    A.  Yes,  sir. 

Q.  What  record  is  that  ?    A.  The  list  of  stockholders. 

Q.  What  is  the  total  capital  of  the  company  ?    A.  $50,000. 

Q.  Where  is  your  office?    A.  253  Broadway,  New  York  city. 

Q.  Is  that  the  office  of  the  Postal  Telegraph  Company  ?  A.  It 
is  in  the  Postal  Telegraph  Building,  yes,  sir. 

Q.  Do  you  pay  rent  for  the  space  that  you  occupy  ?    A.  Yes. 

Q.  To  what  company  do  you  pay  rent?  A.  Postal  Telegraph 
Building  Company. 
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Q.  That  is  a  separate  corporation  that  does  no  telegraphing 
biiBiness  ?    A.  It  is ;  I  understand  it  is. 

Q.  Is  there  such  a  corporation  as  the  Postal  Telegraph  Com- 
pany?   A*  There  is. 

Q.  Under  what  law  was  it  incorporated  ?    A.  New  York  State. 

Q.  When?    A.  I  don't  remember  the  exact  date,  sir. 

Q.  Who  is  the  treasurer  of  that  company  ?  A.  Mr.  Edward  C. 
Piatt. 

Q.  Who  is  the  president  of  that  company?  A.  Mr.  Clarence 
H.  Mackay. 

Q.  Who  is  the  vice-president?  A.  I  don't  know;  I  don't  re- 
member. 

Q.  Who  is  the  secretary  ?    A.  Mr.  J.  O.  Stevens. 

Q.  J.  O.  Stevens  ?    A.  Yes. 

Q.  Are  they  all  residents  of  I^ew  York  city  ?    A.  Xot  all. 

Q.  What  ones  are  not  residents  of  New  York  city?  A.  I  think 
Mr.  Stevens  lives  in  New  Jersey. 

Q.  But  he  does  business  here  ?    A.  Oh,  yes. 

Q.  Is  his  office  in  that  building?    A.  Yes. 

Q.  Has  the  Postal  Telegraph  Company  any  telegraph  lines 
within  the  State  of  New  York?    A.  No,  sir. 

Q.  Which  it  owns  and  operates  ?    A.  No,  sir. 

Q.  The  only  operating  company  within  the  State  of  New  York 
that  has  anv  connection  with  or  affiliation  with  the  Postal  Tele- 
graph  Company  is  the  New  England  Telegraph  Company?  A. 
Yes,  sir. 

(Paper  marked  Exhibit  No.  20  for  identification.) 

Q.  I  show  you  Exhibit  20  for  identification,  and  ask  you  to 
state  what  it  is  ?  A.  The  balance  sheet  of  the  New  England  Tele- 
graph Company. 

Q.  Is  that  as  full  and  complete  a  balance  sheet  as  you  have 
upon  the  books  of  the  company  ?    A.  It  is. 

Q.  I  notice  an  item  entitled  "Plant,  $50,000."  WTiat  does 
that  mean  ?  A.  That  represents  the  price  at  which  this  company 
was  purchased  —  I  mean  the  price  which  this  company  paid  for 
the  plant. 

Q.  For  what  plant?    A.  For  the  telegraph  lines. 
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Q.  That  represents  the  cost  to  the  New  England  Telegraph 
Company  of  all  its  telegraph  lines  in  the  State  of  New  York? 
A.  No,  sir. 

Q.  What  does  it  represent  ?    A.  The  original  cost. 

Q.  When  ?    A.  A  number  of  years  ago. 

Q.  How  many  ?    A.  I  couldn't  say. 

Q.  Can  you  inform  yourself  as  to  the  number  of  years  ago  that 
the  plant  was  purchased  for  $50,000  ?    A.  I  could,  yes,  sir. 

Q.  Will  you  ?    A.  I  will. 

Q.  And  will  you  be  able  to  inform  the  Committee  on  Wednes- 
day of  next  week  in  regard  to  that  ?    A.  I  will,  yes,  sir. 

Q.  Can  you  tell  how  many  miles  of  line  the  company  owned  at 
the  time  of  the  purchase  of  the  plant  ?    A.  I  cannot. 

Q.  How  many  miles  it  acquired  ?    A.  I  cannot. 

Q.  Can  you  inform  yourself  in  regard  to  that?  A.  I  am  not 
sure. 

Q.  Will  you  try  ?    A.  I  will. 

Q.  And  if  you  succeed,  will  you  inform  the  Committee?  A.  I 
will. 

Q.  What  is  the  capital  stock  of  the  New  England  Telegraph 
Company?    A.  $50,000. 

Q.  What  do  you  say  is  the  value  now  of  its  plant  ?  A.  In  the 
neighborhood  of  half  a  million. 

Q.  But  you  still  carry  that  as  $50,000  on  your  books?  A. 
We  do. 

Q.  What  is  included  in  plant?    A.  Oh,  its  wires  — 

Q.  Anything  for  instruments  or  station  equipment  ?  A.  Oh, 
yes ;  poles,  wires,  office  furniture  and  fixtures. 

Q.  Any  cables  ?    A.  Yes. 

Q.  How  has  the  value  of  the  plant  increased ;  that  is,  in  what 
manner  has  it  increased  since  its  purchase  for  $50,000  —  have 
there  been  new  lines  built  ?    A.  I  presume  so ;  I  really  don't  know. 

Q.  Have  there  been  new  offices  opened  and  equipped  ?  A.  Prob- 
ably. 

Q.  New  instruments  installed?     A.  Probablv. 

Q.  What  do  you  say  is  the  present  value  of  the  property  of  the 
New  England  Telegraph  Company  that  is  located  in  the  public 
streets  and  highways  of  the  State  of  New  York?  A.  About 
$400,000. 


314  [Senate 

Q.  What  is  the  value  of  the  property  outside  of  the  highways  ? 
A.  I  cannot  state  positively. 

Q.  Would  that  refresh  your  recollection  (showing  witness 
paper)  ?    A.  Yes. 

Q.  Now,  state  as  accurately  as  you  can  as  to  the  value  of  the 
property  outside  of  the  streets  and  highways?     A.  $192,248.62. 

Q.  Xow,  can  you  state  accurately  the  value  of  its  property  in- 
side the  streets  and  highways?    A.  $463,914.88. 

Q.  Do  either  of  those  sums  include  the  personal  property? 
A.  Includes  all  the  property. 

Q.  Do  they  include  stocks  and  bonds  of  other  companies? 
A.  The  !New  England  Telegraph  Company  owns  no  stocks  and 
bonds  of  other  companies. 

Q.  Those  figures  include  all  the  personal  property  of  every 
kind?    A.  They  do. 

Q.  Including  cash  in  bank?     A.  Yes,  sir. 

Q.  How  much  of  this  last  item  is  cash  in  bank?  A.  I  could 
not  sav  now. 

Q.  Will  you  inform  yourself  in  regard  to  that?  A.  At  what 
time? 

Q.  The  time  the  report  was  made  to  the  State  Tax  Commis- 
sioner ?    A.  Yes,  sir,  I  will. 

Q.  December  31,  1908.  What  is  the  arrangement  between  the 
Xew  England  Telegraph  Company  and  the  Postal  Telegraph  Com- 
pany?   A.  There  is  no  arrangement. 

Q.  None  whatever?    A.  No,  sir. 

Q.  Are  the  lines  of  the  New  England  Telegraph  Company 
leased  to  the  Postal  ?    A.  No,  sir. 

Q.  Business  kept  entirely  separate  ?    A.  It  is. 

Q.  So  that  if  a  person  in  New  York  State  goes  to  a  telegraph 
office  that  is  advertised  as  a  Postal  telegraph  office  and  sends  a 
message  to  another  Postal  telegraph  office  within  the  State,  he  is 
doing  his  business  entirely  with  the  New  England  Telegraph  Com- 
pany ?    A.  He  is. 

Q.  And  not  at  all  with  the  Postal  Telegraph  Company? 
A.  No,  sir ;  that  is  only  a  name,  used  to  identify  the  business  with 
the  public. 

Q.  Then  the  contract  that  the  signer  of  the  telegram  makes,  is 
not  with  the  Postal  Telegraph  Company  at  all,  but  with  the  New 
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England  Telegraph  Company  ?  A.  The  Xew  England  Telegraph 
Company  uses  Postal  Telegraph  blanks  imder  a  commission  and 
in  order  to  avoid  confusion  in  dealing  with  the  public. 

Q.  Commission  from  the  Postal  Telegraph  Cable  Company  — 
in  what  manner  does  that  avoid  confusion  in  the  dealings  with  the 
public  ?  A.  So  that  they  won't  have  to  deal  with  more  than  one 
system ;  that  is  all  known  as  the  Postal  Telegraph  System. 

Q.  So  that  when  a  user  of  the  Postal  svstem  within  the  State 
of  Xew  York  thinks  he  is  making  a  contract  with  the  Postal  Tele- 
graph Company  he  does  not  know  who  he  is  making  a  contract 
with,  so  far  as  the  contract  is  made  by  the  signing  of  a  message  i 
A.  As  to  that  I  could  not  say. 

Q.  What  do  you  think  about  that  ?    A.  I  have  not  any  — 

Q.  You  have  not  any  thought  on  that  subject.  Don't  you  think 
it  is  confusing  the  public  somewhat  for  them  to  understand  and 
be  led  to  believe  they  are  doing  business  with  one  company,  when, 
in  fact,  they  are  doing  business  with  another  company  that  con- 
ceals its  identity  completely?     A.  I  don't  think  so. 

Q.  You  think  that  is  a  perfectly  simple,  straightforward  ordi- 
nary business  transaction?  A.  I  don't  know  that  I  would  put  it 
in  that  way,  sir. 

Q.  How  would  you  put  it  ?  A.  I  explained  that  the  Xew  Eng- 
land Telegraph  Company  owning  property  in  the  State  of  Xew 
York  used  the  Postal  telegraph  blanks  in  its  business;  that  is  as 
I  imderstand  it. 

Q.  Yes;  I  heard  you  say  that.  Xow,  w^hy  do  they  do  it? 
A.  Why,  as  I  explained  before,  for  convenience  in  dealing  with 
the  public.    That  is  my  only  understanding  of  it. 

Q.  Convenience  to  the  public  or  to  the  Postal  Telegraph  Com- 
pany or  to  the  Xew  England  Telegraph  Company?  A.  To  all 
concerned. 

Q.  And  in  just  what  way  does  it  add  to  the  convenience  of  the 
public  ?  A.  Why  they  have  been  accustomed  to  sending  messages 
over  the  Postal  Telegraph,  using  Postal  Telegraph  blanks,  and  it 
is  convenient  not  to  deal  directly  with  the  other  company  —  the 
New  England  Telegraph  Company. 

Q.  Did  the  public  ever  deal  directly  with  the  other  company? 
A.  The  Xew  England  ?    Xo,  sir. 
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Q.  Then  how  do  you  know  it  would  not  have  been  convenient 
for  the  public  to  deal  with  the  New  England  Telegraph  Com- 
pany ?    A.  I  donH  know  that. 

Q.  Who  built  the  system  owned  by  the  New  England  Telegraph 
Company  ?    A.  I  don't  know. 

Q.  Was  it  a  complete  system  within  the  State  of  New  York  at 
the  time  the  New  England  Telegraph  Company  purchased  it? 
A.  I  don't  think  so,  sir ;  but  I  don't  know. 

Q.  Is  there  anyone  connected  with  the  New  England  Tele- 
graph Company  that  would  know  about  that?  A.  I  could  not 
tell  you. 

Q.  What  do  you  think  about  it?    A.  Possibly. 

Q.  Have  you  anyone  in  mind  that  you  think  might  possibly 
know?     A.  Possibly  one  of  the  other  officials  might  know. 

Q.  Which  one  ?    A.  I  could  not  say. 

Q.  I  understood  you  to  say  that  you  had  in  mind  another 
official  who  might  know?  A.  No,  I  did  not;  I  said  possibly  one 
of  the  other  officials. 

Q.  What  one  possibly  might  know  ?  A.  Either  the  president  or 
vice-president. 

Q.  Who  is  president  of  the  New  England  Telegraph  Company  ? 
A.  His  name  is  Edward  J.  Nallv. 

Q.  Where  is  his  office  ?    A.  253  Broadway. 

Q.  Has  he  any  other  business  than  that  of  being  president  of 
the  New  England  Telegraph  Company?  A.  He  is  in  the  tele- 
graph business.  I  don't  know  just  what  his  other  occupations  are, 
or  positions  are.  ' 

Q.  That  is,  you  understand  in  a  general  way  he  devotes  all  his 
time  to  the  business  of  the  Postal  Telegraph  Company?  A.  To 
the  system  of  the  Postal  Telegraph  Company ;  yes,  sir. 

Q.  Is  the  Postal  Telegraph  Company  a  company  or  a  system? 
A.  System,  the  way  I  understand  it. 

Q.  What  is  the  difference  between  a  company  and  a  system? 
A.  It  is  made  up  of  a  large  number  of  different  corporations 
throughout  the  United  States,  operated  independently. 

Q.  How  many  ?    A.  I  don't  know. 

Q.  Anyone  connected  with  your  company  that  would  know 
that  ?    A.  I  don't  know. 
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Q.  Can  you  find  out  ?    A.  I  don't  think  I  can. 

Q.  There  is  no  one  that  would  tell  you?    A.  I  don't  think  so. 

Q.  When  was  the  New  England  Telegraph  Company  incorpo- 
rated?   A.  1883  I  believe  it  was. 

Q.  Was  that  the  beginning  of  the  Postal  system?  A.  I  don't 
know,  sir. 

Q.  Look  at  the  next  item  in  Exhibit  20  for  identification  and 
tell  the  Committee  what  that  item  is  ?  A.  Balance  due  from  sta- 
tions, do  you  mean,  sir  ? 

Q.  Yes.  A.  That  is  due  from  offices  of  the  New  England  Tele- 
graph Company. 

Q.  How  many  offices  has  it  ?  A.  I  don't  know  the  exact  num- 
ber. 

Q.  About  how  many?    A.  Some  hundreds  of  offices. 

Q.  All  within  the  State  of  New  York  ?    A.  Yes,  sir. 

Q.  How  often  do  you  collect  the  amounts  due  to  your  company 
from  the  various  branch  offices?  A.  They  make  remittances  all 
the  time. 

Q.  Do  they  hold  back  sums  of  money  to  enable  them  to  do  busi- 
ness ?    A.  Oh,  small  sums  in  the  bank  —  small  bank  balances. 

Q.  Would  you  call  this  total  a  small  sum  —  $181,505.68? 
A.  Not  a  very  enormous  sum.  It  represents  largely  amounts  due 
from  customers  —  unpaid  bills. 

Q.  That  IS,  you  carry  any  of  your  customers  on  monthly  bills  i 
A.  A  great  many. 

Q.  Or  quarterly  bills  ?    A.  Monthly. 

Q.  Only  monthly.  About  what  is  the  gross  income  of  the  Xew 
England  Telephone  Company  per  year  ?  A.  I  think  it  was  stated 
as  $lj400,000.     I  would  have  to  refresh  my  memory. 

Q.  Refer  to  any  of  these  papers  and  refresh  your  recollection  ? 
A.  $1,434,274.87. 

Q.  And  what  is  the  operating  expenses?    A.  About  $1,400,000. 

Q.  Leaving  the  net  revenue  how  much  ?  A.  $21,000  in  round 
figures. 

Q.  Just  give  me  that  amount  again  ?    A.  About  $21,000. 

Q.  What  dividends  does  the  company  pay  on  this  capital  stock? 
A.  Xone  at  all. 

m 

Q.  No  dividends?     A.  ISTo  dividends. 

Q.  Did  it  ever  pay  a  dividend  ?    A.  I  don't  know. 
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Q.  How  long  have  you  been  connected  with  the  company? 
A.  Oh,  a  number  of  years. 

Q.  How  many?  A.  With  the  New  England  Telegraph  Com- 
pany? 

Q.  Yes.  A.  I  don't  remember  when  I  was  made  treasurer,  but 
some  years  ago;  I  don't  remember  the  exact  date. 

Q.  You  can  tell  practically  how  many  years  ago  it  was?  A. 
Well,  say  ten  years  ago. 

Q.  Has  the  company,  since  you  were  treasurer,  paid  any  divi- 
dends on  its  capital  stock  ?    A.  It  has  not. 

Q.  Have  you  anv  idea  why  not  ?  A.  It  did  not  earn  sufficient 
money  to  pay  a  dividend  and  keep  its  lines  in  repair. 

Q.  You  say  it  earns  a  net  income  of  $20,000  a  year  ?  A.  Yes, 
sir. 

Q.  It  has  a  capital  stock  of  $50,000  ?    A.  Yes,  sir. 

Q.  It  would  seem  as  though  that  was  enough  to  pay  a  sub- 
stantial dividend,  wouldn't  it  ?    A.  It  would. 

Q.  Yet  it  does  not  pay  any  ?    A.  It  does  not. 

(J.  Xow,  you  say  the  capital  stock  of  the  New  England  Tele- 
graph Company  is  mostly  held  by  the  Farmers'  Loan  and  Trust 
Company?    A.  I  do. 

Q.  In  fact  it  is  all  held  by  the  Farmers'  Loan  and  Trust  Com- 
panv,  with  the  exception  of  five  shares,  isn't  it?    A.  Yos. 

Q.  But  it  is  not  owned  by  the  Farmers'  Loan  and  Trust  Com- 
pany, is  it  I     A.  I  don't  know. 

Q.  Is  that  in  your  handwriting  (showing  witness  paper)  ? 
A.  It  is. 

Q.  And  did  you  in  answer  to  this  question  give  the  names  and 
addresses  of  all  of  the  stockholders  of  the  company  together  with 
a  statement  of  the  number  of  shares  of  each,  the  amount  of  stock 
held  by  each  of  such  shareholders,  including  in  your  answer  these 
words  and  figures  —    A.  I  did. 

Q.  Farmers'  Loan  and  Trust  Company  —  just  wait  until  you 
got  that  —  the  Farmers'  Loan  and  Trust  Company  as  trustee. 
New  York  city,  N.  Y.,  495  shares.  Now,  did  you  include  that  as 
part  of  your  answer?    A.  I  did. 

Q.  Now,  what  does  it  mean?  A.  I  shall  have  to  refer  to  our 
general  counsel  for  information  on  that  subject,  for  I  do  not 
possess  it. 
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Q.  Did  the  general  counsel  tell  you  what  to  write  in  that  blank 
in  that  place  ?  A.  That  is  the  way  it  appears  on  the  books  of  the 
company. 

Q.  That  is  the  way  it  appears  on  the  books  ?    A.  Yes,  sir. 

Q.  You  are  a  very  intelligent  man;  if  it  appears  on  the  books 
that  the  Farmers'  Loan  and  Trust  Company  as  trustees  holds  that 
stock,  you  do  not  understand  that  the  Farmers'  Loan  and  Trust 
"Company  owns  that  as  a  part  of  the  assets  of  the  Farmers'  Loan 
and  Trust  Company,  do  you  ?  A.  It  would  not  appear  so,  but  I 
don't  know  anything  about  it. 

Q.  What  do  you  think  about  it  ?  A.  I  have  no  thoughts  on  the 
subject. 

Q.  You  are  a  very  intelligent  man ;  you  must  have  thoughts  on 
the  subject ;  it  is  the  simplest  thing  in  the  world  for  you  to  have 
thoughts  on  a  subject  like  that.    A.  I  have  answered  the  question. 

Q.  Now,  please  think.  Do  you  believe  that  stock  is  part  of  the 
assets  of  the  Farmers'  Loan  and  Trust  Company?  A.  I  don't 
know  anything  about  that  at  all. 

Q.  What  do  you  think  about  it?    A.  I  have  not  any  thoughts. 

Q.  You  would  not  dare  think,  would  you?  A.  I  don't  believe 
I  should. 

Q.  What  would  happen  to  you  if  you  should  think  ?  A.  I  don't 
know,  sir. 

The  Chairman:   Speak  up. 

The  Witness:  I  beg  your  pardon,  I  was  addressing  counsel 
and  I  forgot  you  could  not  hear  me,  sir. 

Mr.  Page:    Don't  speak  to  me.    Speak  to  the  Committee. 

The  Witness:  I  was  talking  to  you  because  I  thought  that 
was  proper.    I  apologize. 

Mr.  Page:  You  don't  need  to  apologize  to  me.  Do  you  say 
that  if  there  should  come  into  your  possession  a  certificate  of 
stock  made  out  to  the  Farmers'  Loan  and  Trust  Company  as 
trustee,  that  you  would  think  that  the  stock  was  the  property  of 
the  Farmers'  Loan  and  Trust  Company  ?  A.  I  would  not  have  any 
thoughts  on  the  subject. 

Q.  Aren't  you  sufficiently  intelligent  to  think  on  that  subject  ? 
You  are  doing  yourself  an  injustice,  I  believe.    A.  Possibly. 
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Q.  Is  there  any  contract,  so  far  as  you  know,  relating  to  opera- 
tion, between  the  Postal  Telegraph  Company  and  the  Xew  Eng- 
land Telegraph  Company  ?    A.  Not  that  I  know  of. 

Q.  There  is  a  perfect  understanding  between  them,  is  there 
not  ?    A.  I  think  so. 

Q.  Do  you  know  what  forms  the  basis  for  that  understanding? 
A.  1  do  not. 

Q.  Do  you  know  how  long  it  has  existed  ?    A.  I  do  not. 

Q.  Who  is  there  connected  with  the  New  England  Telegraph 
Company  that  would  know  that?  A.  Possibly  the  president  or 
vice-president  —  I  don't  know. 

Q.  You  have  not  any  idea  ?    A.  No,  sir. 

Q.  And  on  that  subject  you  would  not  dare  to  think?  A.  I 
should  not. 

Q.  Doesn't  it  strike  you  it  is  a  little  strange  that  theriB  should 
be  such  harmony  between  the  two  companies  if  there  is  no  com- 
munity of  interest?  What  do  you  think  about  that?  A.  It  would 
appear  strange. 

Q.  Do  you  know  anything  about  the  arrangements  with  the 
New  England  Telegraph  Company  for  leasing  of  its  wires  or 
stations  ?    A.  To  whom  ? 

Q.  To  anyone?  Do  they  lease  any  wires?  A.  I  believe  so; 
that  is  not  in  my  department. 

Q.  Whose  department  is  that  in  ?    A.  One  of  the  employees. 

Q.  I  did  not  get  that.    A.  One  of  the  employees. 

Q.  Which  one  ?    A.  His  name  is  Haig,  I  beliefe. 

Q.  W^hat  is  his  first  name  ?    A.  Stevenson. 

Q.  Where  is  he  located?    A.  253  Broadway. 

Q.  Does  the  New  England  Telegraph  Company  receive  from 
other  companies  outside  of  the  State  of  New  York  and  transmit 
over  its  lines,  and  deliver  to  other  companies  outside  of  the  State 
of  New  York,  messages  ?    A.  Yes. 

Q.  That  are  known  as  Postal  Telegraph  Company  messages? 
A.  It  does. 

Q.  What  is  the  business  arrangement  between  the  New  England 
Telegraph  Company  and  the  Postal  in  regard  to  those  messages 
as  to  carrying  the  charge  for  transmitting?  A.  The  New  Eng- 
land Telegraph  Company  has  contracts  with  a  number  of  other 
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telegraph  companies.  The  Postal  Telegi*aph  Company,  I  think, 
to  which  you  refer  owns  no  property  and  does  no  business. 

Q.  That  is  not  an  operating  company  in  any  sense  ?    A.  No,  sir, 

Q.  What  companies  has  the  New  England  Telegraph  Com- 
pany contracts  of  that  sort  with?  A.  As  I  recollect  it,  the 
Canadian  Pacific  Railway  Company,  the  Postal  Telegraph  Cable 
Company,  a  Connecticut  corporation. 

Q.  The  Postal  Telegraph  Cable  Company?  A.  Yes,  sir,  of 
Connecticut. 

Q.  Does  that  operate  land  lines  or  submarine  cables  ?  A.  Land 
lines. 

Q.  Entirely?    A.  Yes. 

Q.  And  what  other  companies  ?  A.  I  believe  several  companies 
in  Pennsylvania. 

Q.  Give  their  names,  if  you  will,  please.  A.  The  Postal  Tele- 
graph Company,  I  think,  is  the  name  of  one,  and  the  Postal  Tele- 
graph and  Cable  Company. 

Q.  Those  are  both  Pennsylvania  corporations?     A.  Yes. 

Q.  What  other  companies  ?  A.  It  has  contracts  with  telephone 
companies. 

Q.  What  ones  ?  A.  I  could  not  give  you  a  list  of  all  the  various 
contracts.    There  are  very  many. 

Q.  What  kind  of  service  is  covered  or  provided  for  in  the  con- 
tracts between  your  company  and  the  different  telephone  com- 
panies ?    A.  Mostly  for  rights  of  way  and  attachments  on  poles. 

Q.  That  is,  you  string  your  wires  on  their  poles  ?    A.  Yes. 

Q.  Paying  an  annual  rental  ?    A.  Yes. 

Q.  Have  you  any  arrangements  with  any  telephone  company  in 
regard  to  exchange  of  business  or  exchange  of  wires?  A.  Not 
that  I  know  of. 

Q.  Or  any  arrangement  for  you  to  transmit  a  message  a  part  of 
the  distance  and  the  telephone  company  a  part?  A.  Not  that  1 
know  of. 

Q.  What  is  the  general  arrangement  between  your  company 
and  other  companies  in  regard  to  sharing  business  that  is  trans- 
mitted over  the  lines  of  both  companies  ?  A.  We  have  the  usual 
form  of  telegraph  contract. 
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Q.  What  percentage  of  the  income  from  the  joint  business  is 
received  by  your  company,  or  is  it  on  a  mileage  basis  or  percentage 
basis  ?    A.  Both.    It  depends  on  the  contract. 

Q.  Is  there  a  standard  form  of  contract  covering  that  sort  of 
arrangement  ?    A.  We  have  a  usual  form. 

Q.  Well,  do  you  call  it  a  standard  form?  A.  I  don't  know 
about  that. 

Q.  You  simply  call  it  a  usual  form  ?    A.  Yes,  sir. 

Q.  You  have  copies  of  that  printed  ?  A.  No ;  they  are  written 
—  typewritten. 

Q.  You  have  some  copies  ready  to  fill  out,  or  is  a  new  contract; 
drawn  complete  whenever  you  prepare  one  of  those  ?  A.  I  could 
not  tell  you  exactly  about  that ;  I  do  not  prepare  them. 

Q.  You  have  them  in  your  custody  ?    A.  No,  sir. 

Q.  In  whose  custody  are  those  contracts?  A.  Probably  in  the 
custody  of  the  secretary. 

Q.  In  the  custody  of  the  secretary ;  what  is  his  name  ?  A.  His 
name  is  Dunn. 

Q.  What  is  his  first  name  ?    A.  William  V.  Dunn. 

Q.  As  secretary,  does  he  have  custody  of  all  of  the  contracts 
made  between  the  New  England  Telegraph  Company  and  other 
companies  and  individuals?     A.  I  don't  know. 

Q.  Do  you  know  of  any  other  officer  who  has  charge  of  any  such 
contracts  ?    A.  I  don't  know. 

Q.  Does  the  New  England  Telegraph  Company  have  a  tax 
agent  ?    A.  What  do  you  mean  by  tax  agent  ? 

Q.  A  tax  agent,  man  looking  after  their  assessments  ?  A.  They 
have;  yes,  sir. 

Q.  Do  you  have  a  department  of  taxes  and  assessments  ?    A.  No. 

Q.  Do  you  have  one  man  looking  after  all  your  assessments  in 
the  State  of  New  York?    A.  Yes,  sir. 

Q.  What  is  his  name  ?    A.  His  name  is  Henry  V.  Fritsche. 

Q.  Where  is  his  oflSce?    A.  253  Broadway. 

Q.  Do  you  know  whether  or  not  he  acts  in  that  capacity  for  any 
other  company  ?    A.  I  think  so. 

Q.  W^hat  other  companies  does  he  act  for  ?    A.  I  don't  know. 

Q.  Do  you  know  one  of  them  ?  A.  Yes,  the  Brooklyn  District 
Telegraph  Company. 
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Q.  The  Brooklyn  District  Telegraph  Company.  Do  you  know 
of  a  company  called  the  United  District  Messenger  Company? 
A.  No,  sir. 

Q.  Ever  hear  of  •it  ?    A.  No,  sir. 

Q.  Do  you  think  there  is  such  a  company  ?    A.  I  don't  know. 

Q.  Did  you  ever  hear  of  a  company  known  as  the  Postal  Tele- 
graph Commercial  Cable?    A.  Never  did. 

Q.  Did  you  ever  see  a  blank  like  that  (showing  Avitness 
paper)  ?    A.  Yes,  sir. 

(Paper  marked  Exhibit  21  for  identification.) 

Q.  I  show  you  Exhibit  21  for  identification  and  ask  you  to 
state  what  it  is  ?    A.  Telegraph  blank. 

Q.  What  kind  of  telegraph  blank?  A.  Why,  it  is  a  telegraph 
blank  the  New  England  Telegraph  Company  uses. 

Q.  That  is  the  ordinary  form  of  the  sending  blank  that  is  used 
by  the  New  England  Telegraph  Company  ?    A.  It  is. 

Q.  Having  printed  across  the  top  of  it  in  large  type  "  Postal 
Telegraph  Commercial  Cables,  Clarence  A.  Mackay,  President." 
A.  That  is  what  it  is.  \ 

Q.  Does  that  mean  anything?  A.  That  don't  mean  anything, 
no,  sir;  except  it  refers  to  the  Postal  Telegraph  system;  that  is 
not  a  company. 

Q.  How  does  the  ordinary  citizen,  looking  at  that,  know  it 
refers  to  the  Postal  Telegraph  system?  Is  there  anything  there 
about  system  ?    A.  I  don't  see  anything. 

Q.  On  the  back  of  the  blank  is  printed  the  words  "  Postal  Tele- 
graph Cable  Company  in  connection  with  the  Commercial  Cable 
Company."  What  does  that  mean  ?  A.  I  understand  that  means 
the  Postal  Telegraph  Cable  Company,  a  New  York  corporation 
which  is  not  an  operating  company. 

Q.  Then,  further  down  on  the  blank,  is  printed  the  following 
words:  "The  Postal  Telegraph  Cable  Company,"  followed  by 
the  word  "  incorporated  "  in  parenthesis  in  much  smaller  type ; 
what  does  that  mean  ?    A.  That  I  couldn't  say. 

Q.  Is  there  such  a  company  in  existence  ?    A.  I  don't  know. 

Q.  That  has  been  incorporated  ?    A.  I  don't  know. 

Q.  Who  would  know  about  that  ?     A.  I  don't  know  that. 

Q.  Do  you  think  anybody  knows  about  it?    A.  Very  likely. 
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Q.  Can  you  think  of  any  person  who  would  be  likely  to  know  ? 
A.  Xo,  sir. 

Q.  Do  you  know  who  is  vice-president  of  the  Postal  Telegraph 
Cable  Company,  Incorporated  ?    A.  No,  sir.    - 

Q.  Will  you  look  at  that  blank  (showing  witness  Exhibit  21 
for  identification)  and  see  if  that  will  give  you  any  information 
in  regard  to  it  ?    A.  Yes,  I  see  those  names. 

Q.  Do  you  see  the  name  ^^  Edward  J.  Nally,  vice-president 
and  general  manager  "  ?    A.  I  do. 

Q.  He  is  also  president  of  the  company  that  you  are  treasurer 
of  ?    A.  He  is. 

Q.  Do  you  think  he  might  know  ?    A.  He  might. 

Q.  And  he  is  located  here  in  Xew  York  city  ?  A.  He  is  located 
here. 

Q.  Do  you  understand  that  the  Postal  Telegraph  Cable  Com- 
pany is  not  an  operating  company  ?    A.  I  do. 

Q.  Do  you  understand  that  it  receives  any  moneys  or  income 
as  the  result  of  operation  of  other  companies  ?    A.  IN'o,  sir. 

Q.  Does  it  receive  any  income  whatever  from  any  source,  so 
far  as  you  know  ?    A.  No,  sir. 

Q.  Does  it  do  any  business  ?    A.  It  does  not. 

Q.  Does  it  furnish  these  blanks  ?    A.  I  don't  know  about  that. 

Q.  Will  you  tell  the  Committee  why  the  blanks  that  are  used 
by  your  company  are  put  out  in  the  form  they  are  —  covered  all 
over  with  the  name  of  the  Postal  Telegi-aph  Cable  Company, 
Incorporated,  which  you  say  does  no  business,  has  no  income? 
Does  it  have  a  local  habitation  ?  A.  I  beg  your  pardon.  I  did  not 
know  I  said  that  about  the  Postal  Telegraph  Cable  Company,  In- 
corporated. I  said  the  Postal  Telegraph  Cable  Company,  the 
only  one  I  know  about,  incorporated  under  the  laws  of  the  State 
of  New  York,  owtis  no  jiroperty  and  does  no  business. 

Q.  Has  it  an  office?    A.  It  has,  in  253  Broadway. 

Q.  Why  ?     A.  To  simi)ly  maintain   the  organization. 

Q.  What  organization  ?  A.  Of  the  Postal  Telegraph  Cable 
Company. 

Q.  Why  ?  A.  For  the  purpose  of  preserving  the  name  of  the 
company. 

Q.  What  is  there  about  that  name  that  is  so  Avell  Avorth  pre- 
serving ?    A.  It  is  known  to  the  public  as  a  telegraph  system. 
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Q.  Did  that  company  ever  operate?  A.  I  think  it  did  at  one 
time. 

Q.  How  long  ago  ?    A.  I  don't  know  how  long  ago. 

Q.  Did  you  ever  know  of  its  operating  ?    A.  Yes,  I  believe  so. 

Q.  When  do  you  believe  you  know  of  its  operating  ?  A.  Some 
years  ago. 

Q.  How  many?  A.  I  would  have  to  refresh  my  memory  on 
that. 

Q.  Will  you  ?    A.  I  will  try. 

Q.  And  will  you  inform  the  Committee  as  to  when  that  com- 
pany ceased  to  be  an  operating  company  ?    A,  I  will. 

Q.  Now,  tell  the  Committee,  if  you  will,  about  the  Postal  Tele- 
graph Cable  Company,  Incorporated.  What  is  that  ?  A.  I  don't 
know. 

Q.  You  don't  know  what  it  is  ?    A.  No,  sir. 

Q.  Does  it  do  any  business  ?    A.  I  don't  know. 

Q.  Did  you  ever  hear  of  it  before  to-day  ?  A.  I  may  have  read 
the  name,  but  I  don't  know  anything  about  it. 

Q.  You  have  sometimes  sent  telegrams  over  Postal  wires  or 
Xew  England  Telegraph  Company  wires?     A.  I  have. 

Q.  When  you  send  a  telegram  over  a  New  England  Telegraph 
Company  wire  did  you  use  the  blank,  or  did  you  write  your  tele- 
gram upon  a  blank  similar  to  Exhibit  1  for  identification?  A.  I 
have,  yes,  sir. 

Q.  And  did  you  notice  on  the  blank  the  words  "  The  Postal 
Telegraph  Cable  Company,  Incorporated  "  ?  A.  I  may  have. 

Q.  You  are  not  quite  certain  that  you  ever  noticed  it,  are  you  ? 
A.  I  am  not  very  sure  of  it. 

Q.  Did  you  ever  hear  of  that  company  in  any  other  manner? 
A.  No,  sir. 

Q.  Absolutely  have  no  knowledge  of  the  existence  of  such  a 
company  except  as  you  may  possibly  have  gleaned  a  little  infor- 
mation in  regard  to  the  mere  name  by  seeing  it  printed  on  one  of 
your  telegraph  blanks  such  as  are  in  common  use  all  over  the 
State  of  New  York  ?    A.  Yes,  sir,  that  is  right. 

Q.  Why  does  your  company  use  a  blank  bearing  the  name  of  a 
company  that  you  as  treasurer  never  heard  of?  A.  That  must 
have  been  put  there,  as  I  said,  simply  to  identify  the  system  in 
the  minds  of  the  public.    That  is  all  I  can  think  of. 
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Q.  Do  you  think  the  system  required  identification  in  the 
minds  of  the  public  ?    A.  Yes,  I  think  so. 

Q.  Don't  you  think  it  would  have  been  just  as  well  to  have  iden- 
tified the  company  that  is  actually  doing  the  business  ?  A.  I  think 
it  would  have  led  to  confusion  in  the  minds  of  the  public  to  have 
done  so. 

Q.  And  the  only  reason  for  not  putting  the  name  of  the  operat- 
ing public  company  on  the  blank  —  sending  blank,  is  to  save  the 
public  mind  from  being  confused  ?    A.  So  it  seems  to  me. 

Q.  Do  you  think  it  seems  the  same  to  every  officer  of  the  com- 
pany?   A.  I  don't  know. 

Q.  You  maintain  offices  about  the  State  in  rented  property? 
A.  Yes,  sir. 

Q.  Who  makes  the  lease?  A.  The  New  England  Telegraph 
Company. 

Q.  In  its  own  name  ?    A.  Yes,  sir. 

Q.  Isn't  that  rather  confusing,  don't  you  think,  to  the  land- 
lords ?    A.  I  don't  think  so. 

Q.  The  Xew  England  Telegraph  Company,  in  every  case 
where  they  open  an  office,  excepting  a  railroad  office,  leases  in  the 
name  of  that  company  the  premises  which  they  occupy  ?  A.  Yes, 
sir. 

Q.  Xo  exception  to  that  ?     A.  I  don't  know  of  any. 

The  Ciiaikman:   The  leases  run  to  the  Xew  England. 

Bv  Mr.  Page  : 

Q.  The  leases  run  to  the  Xew  England  Telegraph  Company, 
Is  there  any  lease  running,  so  far  as  you  know,  to  the  Postal  Tele- 
graph Cable  Company,  Incorporated  ?    A.  Not  so  far  as  I  know. 

Q.  Or  to  the  Postal  Telegraph  Cable  Company?  A.  Xot  so 
far  as  I  know. 

Q.  Or  to  the  Commercial  Cable  Company?  A.  Xot  so  far  as 
I  know. 

The  Chairman:  I  would  suggest  when  we  come  to  a  point 
where  we  can  break  away,  we  might  adjourn. 

Bv  Mr.  Page  : 

Q.  Will  you  produce  on  the  adjourned  day  of  this  hearing  a 
copy  of  one  of  the  contracts  which  your  company  had  made  with 
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some  other  operating  company  occupying  territory  adjoining  the 
State  of  New  York  ?    A.  Yes,  sir. 

Mr.  Page:  I  am  ready,  Mr.  Chairman,  for  an  adjournment 
at  any  time,  if  you  will  direct  Mr.  Cuyler  to  be  here  at  the 
adjourned  hour. 

The  Chairman:  I  hope  that  everybody  that  has  been  sub- 
poenaed will  consider  themselves  within  the  jurisdiction  of  the 
Committee  and  be  in  attendance  until  heard.  The  Conmiittee 
will  take  a  recess  or  adjournment  until  next  Wednesday  morning 
at  11  o'clock,  and  we  will  then  meet  in  the  Aldermanic  Chamber. 

Adjourned  to  Wednesday,  December  8,  1909,  at  11  o'clock  a.  m. 


SIXTH  PUBUC  SESSION 


Aldebmanic  Chamber,  City  Hall, 

New  Yobk,  December  8,  1909  — 11  a.  m. 

Present  —  Hon.  Geobgb  A.  Davis,  Chairman. 

Hon.  Edwin  A.  Merritt,  Jr.,  Vice-Chairman. 

Hon.  John  Kissel. 

Hon.  James  J.  Fbawley.  . 

Hon.  John  E.  Yale. 

Hon.  Thomas  B.  Caughlan. 

Hon.  J.  Henry  Walters. 

Hon.  Artemus  Ward,  Jr. 


E.  J.  Page,  Esq., 
Odell  E.  Blair,  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


^Counsel. 


Chairman  Davis  :    The  Committee  will  be  in  order. 

Mr.  Page:  Mr.  Chairman,  I  would  like  to  announce  at  this 
time  that  any  person  having  any  complaint  against  any  telephone 
or  telegraph  company  within  this  State,  which  relates  to  either 
charges  or  service,  will  be  heard  at  the  beginning  of  each  session, 
regardless  of  what  other  witnesses  may  have  been  subpoenaed. 
That  is,  the  general  public  wishing  to  complain  will  be  given  a 
preference  over  other  witnesses  that  will  be  called  before  -the 
Committee.  I  also  want  to  announce  at  this  time  that  at  the  last 
day's  hearing  a  subpoena  was  issued  for  Colonel  Clowry  of  the 
Western  Union  Telegraph  Company.  The  object  of  that  was  to 
learn,  if  possible,  why  that  company  failed  to  report  to  the  Com- 
mittee in  accordance  with  its  request.     The  report  of  that  com- 
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pany  was  placed  in  my  hands  last  night  at  about  6  o'clock,  and  I 
have  had  no  opportunity  as  yet  to  examine  it  and  would  like  to 
have  it  understood  that  Colonel  Clowry  is  still  under  the  subpoena 
of  the  Committee,  but  will  not  be  called  until  there  is  an  oppor- 
tunity had  to  examine  the  report  of  the  Western  Union  Company. 

Chairman  Davis:     It  will  be  so  understood. 

Mr.  Page  :  I  have  been  informed  by  the  representatives  of  the 
American  Telephone  and  Telegraph  Company  that  the  president 
of  that  company,  Mr.  Vail,  whose  home  is  in  Boston,  will  waive 
the  service  upon  him  of  a  subpoena  and  will  come  voluntarily 
from  Boston  here  and  will  testify  to-morrow  morning  before  the 
Committee.-  I  understand  .that  there  are  in  the  room  several  com- 
plainants, people  that  have  grievances  against  either  telephone 
or  telegraph  companies,  who  wish  to  be  heard.  I  will  call  Mr.  T. 
C.  Delavan. 

Mr.  T.  C.  Delavan:  Mr.  Chairman  — 

Mr.  Page:  Mr.  Delavan,  won't  you  take  the  chair  over  here^ 
please  ? 

Mr.  Delavan:  Mr.  Chairman  and  gentlemen  of  the  Commit- 
tee :  I  appear  before  you  to-day  to  ask  whether  I  am  right  in  the 
contention  which  I  have  had  with  the  New  York  and  Xew  Jersey 
Telephone  Company,  which  has  been  succeeded  by  the  Xew  York 
Telephone  Company.  From  time  to  time,  since  the  telephone  has 
been  put  in  my  house,  No.  60  Westervelt  avenue,  Staten  Island, 
I  have  received  bills  having  upon  them  charges  for  out-of-town 
service,  and  I  have  repeatedly  asked  that  the  items  for  those 
charges  should  be  furnished  to  me.  The  company  has  taken  the 
ground  from  time  to  time  that  they  could  not  and  would  not  fur- 
nish those  specifications  except  upon  written  request  for  each 
time.  I  have  tried  to  impress  upon  the  company  that  I  was  en- 
titled to  an  itemized  bill  before  I  paid  it.  Various  representatives 
of  the  company  have  called  upon  me  from  time  to  time  and  made 
various  explanations.  Some  of  them  have  agreed  distinctly  and 
specifically  to  furnish  me  with  the  data  which  I  asked  for.  That 
has  not  been  done  as  it  should  have  been  done.  For  a  time  they 
did  furnish  me  with  such  information,  but  from  along  about  1905 
—  I  have  the  documents  here  —  I  have  some  correspondence 
relative  to  that  matter,  and  I  would  like  to  read,  if  I  may,  one  or. 
two  of  the  letters  regarding  the  matter.     One  of  the  first  letters 
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runs  as  follows:  "J.  L.  Hamar,  Esq.,  81  Willoughby  street, 
Brooklyn,  X.  Y."  I  think-Mr.  Hamar  was  at  that  time  treasurer 
of  the  company: 

Deab  Sib. —  Your  favor  of  September  13th,  enclosing  receipted  bill  and 
original  tickets  was  duly  received.  You  say  in  your  letter  if,  however,  upon 
receipt  of  your  bills  you  desire  details  of  tolls  charged,  we  shall  be  pleased 
to  forward  checks  covering  the  same  to  you.  This  is  precisely  what  I  do 
want  and  trust  vou  will  send  them  with  all  mv  future  bills.  Herewith  I 
enclose  you  check  for  $2.90  for  September  account.    I  am,  very  truly  yours. 

Under  date  of  October  7th,  I  received  from  ^fr.  Ilamar,  the 
auditor  —  I  wish  to  correct  that;  ho  was  the  auditor,  not  the 
treasurer  — 

Chairman  Davis:    That  was  in  1909  i 

Mr.  Delavax:  1905,  sir;  October  7th: 

T.  C.  Delavan,  Esq.: 

We  have  your  favor  of  the  27th  ultimo  covering  your  bill  of  Septeml)er  Ist 
for  telephone  44-L  Tompkinsville,  receipt  herewith.  In  reply  to  your  request, 
we  beg  to  say  that  we  do  not  keep  receipts  of  subscribers  desiring  original 
calls  with  bills.  If,  however,  upon  receipt  of  our  bills,  you  find  same  do  not 
agree  with  your  records,  we  shall  be  glad  to  furnish  original  bills  upon 
written  request  from  you.  Trust  with  this  explanation  you  will  find  the 
matter  satisfactory,  we  remain, 

J.  L.  HAMAR, 

Auditor. 

Under  date  of  December  2,  1905,  I  had  received,  previous  to 
writing  this  letter,  a  notice  from  the  company  that  if  I  did  not 
pay  my  bill,  the  telephone  would  be  taken  out.  This  is  Doceiuber 
2d,  1905 : 

J.  L.  Hamab,  Auditor,  yew  York  and  IN'rir  Jersey  Telephone  Company,  81 
Willoughby  Street^  Brooklyn,  'Sew  York: 

Deab  Sir. —  I  have  received  a  letter  dated  November  2ytii,  in  which  you 
say  that  unless  my  telephone  bill  is  paid  by  December  4th,  you  will  stop 
further  service.  Considering  the  fact  that  1  have  time  and  time  n train 
written  your  company  that  if  bills  were  properly  made  out,  there  would  be 
no  trouble  whatsoe^-er  about  the  payment  of  them,  I  consider  this  a  gross 
impertinence,  and  I  tell  you  again,  if  you  will  send  me  proper  bills  they 
will  be  paid  promptly.  I  want  the  date  of  the  foreign  calls  and  am  entitled 
to  have  them.  I  do  not  want  anv  more  such  communications  from  vour 
company.     I  am,  very  truly  yours. 

The  matter  ran  along  in  just  about  that  same  way,  with  various 
communication?  between  us,  until  a  little  before  November  13th, 
1906.     I  had  written  several  communications  and  got  no  reply, 
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until  I  got  a  letter  from  them,  under  date  of  November  12th, 
1906: 

T.  C.  Delavan,  Esq.: 

Deab  Sib. — In  reply  to  your  favor  of  the  2d  iiist.,  asking  for  an  answer  to 
your  letters  of  July  27th  and  August  31st,  beg  to  say  we  arc  unable  to 
lind  any  record  of  previous  correspondence  referred  to.  If  you  will  kindly 
furnish  us  wuth  copies  of  the  letters  in  the  matter  or  advise  us  on  the  matter 
in  dispute,   we   should   be  glad   to   investigate   it. 

Yours  very  truly, 

J.  L.  HAMAR, 

Auditor, 

Under  date  of  Xovember  13th,  I  wrote  them  as  follows: 

» 

J.  L.  IIamar,  Esq.,  Auditor,  Xcw  York  and  Kew  Jersey  Telephone  Company, 
Brooklyn^  yew  York: 

Dear  Sir. —  I  have  your  favor  of  November  12th,  and  note  that  you  say 
that  you  have  been  unable  to  find  any  record  of  previous  correspondence 
referred  to.  This  is  somewhat  remarkable  as  I  have  written  you  a  great 
many  letters  in  addition  to  the  one  referred  to.  I  presume,  however,  that 
the  whole  correspondence  has  been  turned  over  to  one  of  the  various  numerous 
representatives  who  have  been  to  see  me  regarding  this  matter.  You  will 
probably  find  them  in  his  possession.  I,  however,  append  a  copy  of  the  letter 
of  July  27th  referred  to.  As  1  have  mentioned  in  the  previous  letter,  the 
matter  of  the  20  cents  has  been  adjusted,  but  it  is  the  questions  to  which  I 
would  like   to  have  a  reply.     I  am. 

Very  truly  yours, 

T.  C.  DELAVAN. 

The  letter  referred  to  there  was  as  follows: 

July  27,  1906. 

J.  L.  Hamar,  Esq.,  Auditor,  81  M'illoughhy  Street,  Brooklyn: 

Dear  Sir. —  Various  members  of  your  force  have  been  to  see  me  regarding 
the  matter  pending  between  us.  The  last  one,  Mr.  E.  A.  Osborne,  informed 
me  that  while  you  would  refuse  to  put  the  dates  of  out  of  town  calls  upon  the 
bills,  you  would,  upon  request,  furnish  me  with  the  checks  for  each  and 
every  bill  for  the  out  of  town  or  foreign  calls.  As  this  is  a  proposition 
from  your  own  ofiice,  I  shall  expect  you  to  stand  to  it. 

Theii  follows  some  irrelevant  matter,  not  material  to  this  ques- 
tion. 

The  reply  to  that  letter  was  this: 

December  1,  1906. 
T.  C.  Delavan,  Esq.: 

Dear  Sib. —  Your  favor  of  the  13th  ultimo  was  duly  received  and  referred 
to  our  contract  department  for  attention.    I  believe  t\iR\  all  of  the  matters  re- 


No.  38.]  3eS3 

ferred  to  have  been  disposed  of  excepting  the  question  of  sending  the  original 
toll  tickets  with  our  bill.  There  is  no  objection  to  do  this  if  it  is  specially 
desired,  but  we  try  to  avoid  any  permanent  list  for  the  reason  that,  as  a 
rule,  subscribers  only  get  detailed  information  for  some  specific  purpose, 
and  for  a  short  time,  perhaps,  while  a  permanent  list  never  grows  any 
shorter.  I  enclose  for  your  information  original  tickets  for  the  month  of 
October,  which  is  included  in  our  bill  of  December  Ist.  Instructions  have 
been  given  to  forward  the  tickets  with  the  bills  for  a  time.  I  trust  the 
matter  will  now  be  found  satisfactory.  , 

The  reason  why  I  desired  itemized  accounts  was  that  I  had 
an  idea  that  perhaps  I  might  find  some  tickets  that  did  not  belong 
to  me.  That  happened  on  several  occasions.  I  won't  take  np  the 
time  of  the  Committee  to  specify  them,  but,  if  called  upon,  I  will 
be  ready  to  show  them,  and  I  have  taken  the  ground  as  you  will 
see  from  the  letters  read  that  I  am  entitled  to  an  itemized  bill  for 
such  calls.  I  am  informed  other  parties  have  had  the  same  trouble 
and  I  desire  to  bring  it  to  the  attention  of  the  Committee,  and  I 
would  like  to  ask  if  I  am  right,  then  that  the  question  should  be 
taken  up  with  the  telephone  company  and  that  they  should  be 
required  to  furnish  that.  If  I  am  not  right,  I  apologize  for 
having  taken  up  the  time  of  the  Committee. 

Chairman  Davis:  Mr.  Delavan,  if  you  are  furnished  with  the 
original  toll  tickets,  that  is  all  you  ask  for,  is  it  not? 

Mr.  Delavan:  I  do  not  even  ask  that,  I  simply  ask  to  have 
the  dates  and  the  numbers  of  the  calls.  At  the  same  time,  as  I 
wrote  to  yourself,  sir,  or  the  Commission,  I  wrote  to  the  company 
making  the  same  complaint,  on  the  3d  of  December  that  was, 
and  on  the  6th,  Mr.  A.  F.  Watson,  the  manager  of  that  depart- 
ment, came  to  see  me  and  said  it  could  not  be  done,  but  last  night 
when  he  found  that  I  had  made  my  complaint  the  letter  was  sent 
to  me  sending  me  that  information.  I  do  not  see  why  I  should 
be  compelled  to  sit  down  and  write  to  the  company  every  month 
asking  for  those  things.  That  is  the  point  of  the  whole  question. 
I  thank  you. 

Chairman  Davis  :  Anything  further,  Mr.  Page,  from  Mr.  Dela- 
van. 

Mr.  Page:  I  think  not.     I  will  call  Mr.  Hubbard. 

Mr.  Fraxk  p.  IIubbarb:  Mr.  Chairman,  I  am  chairman  of 
the  executive  committee  at  the  present  time  of  the  United  Civic 
Association,  and  representing  them;  formerly  president. 
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Mr.  Pagk:  And  you  are  representing  them  here? 

Mr.  IIubbakd:  Yes,  sir. 

Mr.  Page:  That  is  an  association. of  Queen's  borough. 

Mr.  IIubbaud:  The  Ignited  Civic  Association  of  the  Borough 
of  Queens.  Mr.  Chairman  and  gentlemen  of  the  Committee:  I 
represent  as  just  stated,  the  United  Civic  Association  of  the 
Borough  of  Queens.  That  is  composed  of  some  thirty-eight  local 
taxpayers,  and  civic  bodies,  throughout  the  great  borough  of 
Queens.  The  people  of  the  borough  of  Queens  have  a  number 
of  grievances  against  the  operations  mentioned  by  the  counsel  to 
this  Committee,  but  we  have  nowhere  to  go  to  lodge  our  com- 
plaints, with  any  hope  of  any  relief,  only  to  the  companies  them- 
selves, and  vou  know  what  that  means.  We  believe  that  it  is 
proper  and  we  ask  that  these  companies  shall  be  placed  in  charge 
of  the  Public  Service  Commission,  as  other  corporations  are,  and 
then  we  can  get  the  relief  and  justice  that  we  ask  for.  As  to  the 
complaints  that  may  be  made,  the  various  complaints  will  be 
brought  to  your  attention  by  other  representatives  who  are  here; 
but  the  cardinal  idea,  so  far  as  our  organization  is  concerned, 
representing  all  the  people  of  the  borough  of  Queens,  is  that  these 
companies  should  be  placed  as  other  corporations  are,  under  the 
Public  Service  Commission,  and  there  we  can  go  as  we  do  in  other 
matters  and  obtain  proper  and  just  relief. 

Mr.  Page:  Mr.  Frederick  A.  M.  Burrell. 

Mr.  Frederick  A.  M.  Burrell:  Mr.  Chairman,  and  gentle- 
men of  the  Committee:  I  represent  a  committee  of  the  New  York 
Board  of  Trade  and  Transportation,  and  I  would  like  \o  say  that 
while  I  presume  your  Committee  was  authorized  by  the  Legisla- 
ture to  bring  under  this  purview^  the  matter  of  telegraph  and  tele- 
phone companies,  if  I  am  right,  the  bill  was  not  passed  in  the 
Legislature  providing  for  putting  the  telegraph  and  telephone 
companies  under  the  Public  Service  Commission.  I  want  to  pre- 
sent, to  save  your  time  and  mine,  a  copy  of  a  letter  printed  by  the 
Xew  York  Board  of  Trade  and  Transportation,  and  sent  to  Gover- 
nor Hughes  in  ^fay,  IOCS,  which  discusses  telephone  companies 
and  is  headed  '*^Tele])hone  companies  should  be  placed  under  the 
jurisdiction  of  the  Public  Service  Commission.''  That  letter 
was  dated  !May  Oth,  IOCS,  and  if  you  want  copies  I  can  send 
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them  to  you.  I  presume  you  have  them,  but  you  will  have  to 
make  allowance  for  the  lapse  of  time  and  the  condition,  the 
changed  condition,  of  the  companies  —  namely,  the  consolidation  of 
the  two  telephone  companies  and  other  things.  But  you  can  get 
out  of  that  the  intent  of  the  executive  committee  of  the  Xew  York 
Board  of  Trade  and  Transportation  at  that  time.  Xow,  I  will 
leave  that  with  you  and  not  say  very  much  more,  except  I  want 
to  make  a  distinction  in  my  remarks  between  the  telegraph  and 
telephone  companies.  It  would  seem  to  me,  gentlemen,  that  if  a 
separate  bill  could  be  drawn  for  the  telegraph  companies  and 
the  telephone  company,  it  would  be  a  better  thing.  I  don't  know 
about  it,  but  it  looks  to  me  that  way.  I  do  not  suppose  the  tele- 
graph companies  could  be  put  under  the  Public  Service  Commis- 
sion, and  I  don't  say  they  could  not,  because  I  have  not  given  it 
weight,  but  I  have  strong  convictions  in  regard  to  the  telephone 
companies.  I  would  like  to  say  further,  that  I  have  no  complaints 
to  make  against  the  telephone  company.  In  my  own  personal 
business,  I  have  been  in  business  down  in  New  York  here  for 
thirty-three  years,  have  had  a  good  deal  to  do  with  the  telephone 
companies,  and  I  think  they  are  my  friends  and  I  am  certainly 
a  friend  of  theirs.  In  a  great  many  cases  where  I  have  had  actual 
experience  —  I  presume  you  don't  want  light  on  the  subject  as  to 
whether  the  telephone  company  should  be  put  under  the  Public 
Service  Commission  or  not,  but  if  you  want  some  of  my  expedi- 
ence, an  incident,  a  little  history  of  an  instance  of  a  place  in 
Brookhn  in  a  block  house,  where  a  widow  was  living:  They  had 
a  box  in  the  back  of  the  place  and  a  telephone  man  used  to  come 
in  there  continually  and  fix  the  box  in  there,  and  it  was  a  great 
nuisance  to  her  and  she  could  not  get- anything  done  about  it, 
and  I  said,  I  will  see  it  is  taken  out  of  the  way;  whenever  they 
come  to  you  again,  refer  them  to  me;  and  I  took  the  matter  up 
very  decidedly  with  the  telephone  company  and  they  removed  the 
box.  I  live  in  a  detached  section  of  Brooklyn,  called  Prospect 
Park,  South,  Flatbush,  and  we  have  an  association  there ;  we  have 
a  detached  section;  the  telephone  wires  are  all  under  ground,  and 
when  the  telephone  company  placed  them  on  the  ground,  I  claim 
to  have  rendered  them  particularly  efficient  service  in  getting  the 
consents  of  my  neighbors  and  seeing  that  justice  was  done  to  the* 
telephone  company,  being  ik»  telephone  was  a  necessity,  and  seeing 
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they  had  their  rights.  I  fought  that  battle  all  alone  or  partly 
through  a  committee,  and  I  submit,  these  things  should  be  fought 
out  more  practically,  and  if  the  telephone  company  —  that  they 
should  be  put  under  the  Public  Service  Commission.  It  should 
be  the  Public  Service  Commission's  duty  to  fight  these  battles  that 
I  am  otherwise  obliged  to  fight  alone.  Now,  taking  it,  perhaps, 
in  a  little  more  remote  section.  My  summer  home  is  at  West 
Hampton  on  Long  Island.  I  am  president  of  one  concern  and 
director  of  another,  and  am  in  another.  I  reside  there  four 
months  a  year.  Last  summer,  during  my  absence  in  Maine,  the 
telephone  company  caused  to  be  put  up  some  very  unsightly  poles 
needlessly,  needlessly  large;  they  were  not  needed  there;  they 
were  put  up  and  I  had  a  great  deal  of  difficulty  in  getting  them 
down.  I  worked  with  the  company  a  long  time,  and  finally  gave 
them  the  right  over  my  own  property  to  string  their  wires  in  some 
such  way  that  the  poles  could  be  removed.  I  worked  on  that 
alone  and  it  caused  me  a  good  deal  of  annoyance.  I  submit,  why 
should  I  have  to  work  personally  for  a  thing  of  that  kind  when 
the  telephone  company  has  a  public  franchise?  They  have  a 
public  franchise  in  New  York  and  Brooklyn,  and  one  in  West- 
hampton,  and  Suffolk  county.  I  believe  the  telephone  companies 
are  fair.  I  believe  they  want  to  be  fair.  I  believe  they  have  got 
their  troubles,  but  I  believe  it  would  be  better  for  the  public  if 
they  were  under  the  jurisdiction  of  the  Public  Service  Commis- 
sion. Because  there  are  some  people  that  decry  the  Public  Ser- 
vice Commission,  that  is  no  reason  in  my  experience,  w^hy  they 
should  not  be  under  their  jurisdiction.  It  may  not  be  perfect. 
You  gentlemen  are  not  perfect  and  I  am  not  perfect,  and  the 
Public  Service  Commission  may  have  made  errors,  but  the  Public 
Service  Commission  is  the  only  thing  that  stands  between  my 
rights  and  the  transportation  companies.  Now,  to  take  the  ques- 
tion of  the  matter  of  tolls,  some  recourse  should  be  had;  it  is  a 
matter  of  detail,  but  a  matter  of  detail  which  should  come  under 
the  purview  of  the  Public  Service  Commission.  Take  the  ques- 
tion of  the  tolls  across  the  East  River.  The  companies  I  am  in 
have  five  separate  telephones  that  they  operate  over  in  the  Ix^rough 
of  Brooklyn.  We  have  telephones  in  New  York  equally  but  yet 
we  have  to  pay  a  toll  across  the  East  River  every  time  we  want 
to  telephone  over.  The  purpose  here  in  the  city  of  New  York  is 
to  have  bridges  and  tunnels  from  borough  to  borough.     The  bor- 
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ough  of  Brooklyn  is  united  to  the  borough  of  Xew  York.  It  makes 
it  one  city  and  enables  them  to  communicate  with  one  another. 
The  rents  in  New  York  downtown  below  Forty-second  street  are 
getting  higher  all  the  time  so  that  the  business  interests  are  moving 
over  to  Brooklyn;  they  have  to  move  over  there;  they  keep  an 
office  here  and  the  interchange  of  communication  between  the 
boroughs  is  hampered  by  reason  of  that,  but  that  question  of  the 
toll  is  a  matter  that  ought  to  come  up  with  all  due  fairness  to  the 
telephone  companies  as  well  as  with  fairness  to  the  citizens;  it 
should  come  under  the  purview  of  the  Public  Service  Commis- 
sion. I,  therefore,  renew  the  request  that  you  recommend  that  the 
telephone  companies  be  placed  under  the  Public  Service  Com- 
mission. 

Chairman  Davis  :  Very  much  obliged  to  you.  If  you  will  leave 
that  letter. 

Mr.  Bureell:  How  many  members  are  there  on  your  Com- 
mittee ? 

Chairman  Davis  :  Eight. 

Mr.  BuKKELL :  All  right,  sir,  I  will  send  you  some  more  copies. 

Mr.  Page  :  Mr.  John  A.  Dykes,  representing  the  Jamaica  Citi- 
zens' Association. 

Mr.  John  A.  Dykes:  Mr.  Chairman  and  gentlemen  of  the 
Committee:  I  appear  here  as  a  representative  of  the  Jamaica 
Citizens'  Association,  in  favor  of  this  proposed  bill,  and  among 
the  many  reasons  I  wish  to  give  one  of  the  experience  the  borough 
of  Queens  had  in  regard  to  getting  justice.  We  became  a  part 
of  the  city  of  Xew  York  in  1898.  We  supposed  that  we  were 
getting  all  the  benefits  as  being  a  part  of  the  city  of  Xew  York, 
but  we  found  that  when  we  went  to  the  corporations  they  gave  us 
the  laugh.  We  in  Queens  paid  25  cents  to  call  up  Xew  York,  to 
do  business  with  New  York.  The  borough  of  the  Bronx  paid  but 
10  cents.  Now,  from  the  Citv  Hall  to  the  end  of  the  Bronx  is 
some  fourteen  miles  north.  Queens  is  about  fourteen  or  fifteen 
miles  east,  and  yet  we  of  Queens  paid  25  cents  for  our  calls.  The 
Bronx  paid  but  10  cents.  To  show  you  the  necessity  of  putting 
thid  in  the  hands  of  the  Public  Service  Commission,  I  wish  to 
show  you  how  hard  it  was  to  get  justice.  We  labored  for  five  or 
six  years  before  we  could  get  any  results;  had  to  go  to  Albany, 
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appear  before  the  Legislature  there,  and  after  six  years  or  seven 
years  of  earnest  work  of  the  Civic  Association,  we  did  get  a  reduc- 
tion. Our  toll  now  from  the  borough  of  Queens  to  the  city  of 
Xew  York  is  15  cents.  We  cannot  understand  whv,  when  a 
trolley  company  under  the  statute  can  carry  us  the  whole  distance 
for  5  cents,  when  a  rail  has  to  be  laid,  cars,  motormen  and  con- 
ductors and  power  houses,  they  can  carry  us  for  5  cents,  and  we 
have  companies  always  looking  for  the  franchise,  but  our  tele- 
phone company  tells  us  the  best  they  can  do  is  15  cents.  If  we 
wish  to  telephone  to  Brooklyn  we  are  charged  10  cents.  We  can 
see  no  reason  why  we  should  not  get  the  benefit  of  being  a  part  of 
the  city  of  I^ew  York  from  these  corporations.  Another  reason 
why  I  believe  that  this  should  be  put  under  the  control  of  the 
Public  Service  Commission  is  another  little  experience  we  had. 
Our  rates  of  toll  were  so  high  in  our  own  borough,  for  instance, 
to  Far  Eockaway,  the  charge  was  25  cents,  so  that  some  local  people 
there  thought  they  ought  to  organize  a  company  for  our  borough, 
and  there  was  a  company  organized,  but,  gentlemen,  they  could 
not  get  —  they  bought  out  the  rights  of  the  old  Postal  Union 
that  had  a  telegraph  wire  there,  but  they  could  not  get  a  permit  to 
string  their  wires  for  telephone  purposes.  There  was  some  iij- 
fluenee ;  we  never  could  find  out  w^hat  it  was ;  we  kept  at  it  for  two 
years,  but  we  did  not  get  that  permit.  Finally,  the  local  company 
that  had  these  rights  between  tTamaica  and  Far  Rockaway  sold  out 
for  some  $10,000.  That  company  was  reorganized  into  what  was 
known  as  the  Xew  York  and  Long  Island  Telei)h()ne  and  Tele- 
graph Ccmipany.  They  got  a  permit,  strung  one  wire  that  I  know 
of,  and  arranged  for  a  phone  in  the  village  of  Jamaica.  They 
got  no  further.  We  wore  told  they  sold  out  for  $300,000  to  the 
Xew  York  and  Xew  Jersey  Company;  they  bought  them  out. 
Now,  I  have  no  doubt  when  this  company  is  asked  to  give  us  the 
same  rates  of  toll  as  they  do  in  Manhattan  they  will  bring  in  ex- 
pense, what  it  has  cost  to  string  their  wires,  and  that  $300,000  will 
be  in  there  somewhere  that  they  expect  a  dividend  on.  There  was 
also  another  company  there  on  Long  Island,  known  as  the  South 
Shore  Company,  which  had  got  to  work  connecting  up  the  dif- 
ferent villages,  Fi'ee])ort,  Lynwood,  Eoc^kville  Centre,  to  Baldwins, 
Hempstead  and  Ttockaway.     This  company  was  doing  some  busi- 
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n(*ss  and  giving  the  people  some  benefit.  In  that  section  the  rates 
of  toll  were  cheaper  than  they  were  in  onr  section  until  such  time 
as  they  drove  the  other  company  out  of  business  and  bought  them 
out.  That,  I  think,  is  another  reason  why  it  should  be  put  in  the 
hands  of  the  Public  Service  Commission,  as  other  corporations  are, 
so  they  should  not  be  allowed  to  buy  up  other  companies  if  there 
is  a  competitor.  Probably,  in  the  city  of  l\ew  York,  there  is  no 
need,  perhaps,  for  another  company  if  this  company  would  be  just, 
but  they  are  not  just.  Another  grievance  is,  as  has  been  stated  by 
one  of  the  gentlemen  here  in  regard  to  their  bills  they  present  to 
you.  ]My  business  requires  me  to  telephone  within  all  around  the 
citv  of  Xew  York  into  Xew  Jersev.  I  o-et  a  bill  but  once  a  month. 
If  thev  have  fiftv  calls  for  Jersey  Citv  I  cannot  prove  it  bv  my 
list,  and  I  have  asked  why  not  furnish  me  with  a  postal  card  each 
morning  telling  me  my  calls.  Oh,  we  could  not  afford  to  do  that, 
that  would  be  ridiculous.  I  said,  I  don't  know  about  that ;  in  my 
line  of  business,  to  do  business  I  have  to  send  my  wagon  around 
to  get  an  order,  deliver  the  goods  and  send  out  a  bill.  I  don't  know 
why  a  corporation  could  not  send  out  a  daily  bill,  that  those  who 
use  the  phones  could  check  them  off  the  next  day.  A  postal  card 
would  be  an  easy  matter;  it  would  be  only  one  cent.  There  might 
be  twenty  calls  of  Xew  York,  twenty  of  Brooklyn,  whatever  it 
might  be;  why  shouldn't  they  give  me  a  bill,  a  customer  that  is 
doing  business  with  them. 

Chairman  Davis:  How  many  tele])hones  are  there  in  greater 
Xew  York  ? 

!Mr.  Dykes:  I  am  not  prepared  to  answer  that. 

Chairman  Davis:  How  manv  Avould  vou  ffuess? 

^[r.  Dykes  :  I  could  not  give  a  guess.  Xo  doubt  there  is  enough 
business  in  Xew  York  that  would  i)ay  them  to  give  the  service 
throughout  the  greater  city  for  a  r>-eent  call,  and  in  justice  to  the 
people  of  the  city  of  Xew  York  and  of  those  of  the  State,  there 
ought  to  be  some  body,  some  public  body,  that  complaints  could  be 
made  to  instead  of  waitinc;  to  ao  to  Albany  to  make  our  com- 
plaints.     Gentlemen,  T  thank  you. 

Mr.  Page:  Just  one  question.  Yon  spoke  abonj^  the  selling  out 
of  the  Xew  York  and  Long  Island  Coni])any  to  the  Xew  York 
and  Xew  Jersey,  but  you  did  not  state  when  that  took  place ;  can 
yon  tell  approximately  the  date  of  that  sale  ? 
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Mr.  Dykes:  Within,  I  think,  seven  years. 

Mr.  Page  :  And  that  is  as  near  as  you  can  get  to  answering  it  ? 

Mr.  Dykes  :  Yes,  sir. 

Mr.  Page  :  You  think  it  was  about  seven  years  ago  ? 

Mr.  Dykes  :  About  that  time. 

Mr.  Page:  You  also  spoke  of  the  South  Shore  Company,  that 
also  was  sold  out  to  the  Xew  York  and  New  Jersey  ? 

Mr.  Dykes:  Those  two  companies  have  both  been  sold  out 
within  ten  years,  I  know;  one  was  sold  a  little  before  the  other. 
I  think  the  Xew  York  and  Long  Island  was  bought  first. 

Mr.  Page  :  Within  a  vear  or  two  that  sale  was  followed  bv  the 
sale  of  the  South  Shore  Company  to  the  Xew  York  and  Xew 
Jersey  ? 

Mr.  Dykes  :  Yes,  sir,  they  got  control  of  them  all. 

Howard  A.  Sperry  : 

Mr.  Sperry:  I  represent  two  of  the  smaller  civic  bodies  who 
are  members  of  the  United  Civic  Association.  While  I  desire  to 
agree  in  everything  they  have  said,  we  have  no  desire  to  travel 
over  the  same  ground.  W^e  have  exactly  the  same  stock  of  com- 
plaints to  make  about  the  telephone.  But  the  Douglaston  Manor 
Association  and  the  Douglaston  Civic  Association  are  two  bodies 
in  the  extreme  eastern  section  of  the  borough  of  Queens,  just  inside 
the  city  line,  comj^rising  originally  the  towns  of  Douglas  and 
Little  Xeck.  Xow,  the  specific  complaint  we  make  is  this,  that 
while  they  have  within  a  year  or  two  connected  us  up,  after  some 
considerable  efl'ort,  with  the  Flushing  Central,  thereby  bringing 
us  within  the  borough,  they  have  made  what  we  think  is  a  very 
unjust  distinction  between  us  and  the  adjoining  community 
Formerly  the  village  of  Bay  Side  —  all  the  Flushing  phones,  as  I 
understand,  are  furnished  at  $25  a  year  for  a  limited  number  of 
calls,  and  yet,  so  far  as  Douglaston  and  Little  Xeck  are  concerned, 
they  still  charge  us  $42.50  a  year,  and  they  })lan  to  reduce  us  to 
the  ordinary  same  rate  that  the  rest  of  the  users  in  the  Flushing 
Central  get.  Inasmuch  as  Bay  Side  is  less  than  a  mile  away  we 
think  that  our  complaint  is  one  that  ought  to  be  considered.  For 
a  long  time,  against  our  protest,  tli(\v  kept  us  connected  with  the 
Great  Xeck  central ;  in  other  words,  they  connected  us  with  a 
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central  that  was  entirely  outside  of  the  city,  and  inasmuch  as  all 
the  business  was  done  to  the  eastward  of  us  we  had  to  pay  a 
toll  for  everything  that  we  used  outside  of  the  Great  Neck  central. 
Great  Neck  Central  was  a  country  central,  and  very  few  of  us 
would  use  it  half  a  dozen  times  a  year;  all  our  business  went  to 
Flushing  and  Xew  York,  going  to  the  west,  and  yet  for  a  long 
time  we  were  obliged  to  pay  all  the  tolls. 

Chairman  Davis  :  How  long  ago  was  that  ? 

Mr.  Speeey  :  About  two  years  ago  they  connected  us  up  with  the 
Flushing  central.  They  had  an  excuse  for  keeping  us  out  which 
in  one  sense  was  unjust  and  in  another  sense  was  perfectly  just. 
We  had  the  first  phones  east  of  Flushing;  that  is,  we  have  had  a 
phone  there  for  a  great  many  years.  I  originally  put  the  first 
phone  in,  when  it  cost  $250  a  year,  and  yet,  notwithstanding  we 
were  the  first  users,  as  the  business  increased  in  the  Flushing  cen- 
tral they  turned  our  wires  out  and  turned  us  into  the  Great  Xeck 
central,  and,  as  many  of  our  neighbors  said,  we  were  supporting  a 
pay  station  in  our  own  houses;  in  other  words,  we  were  paying 
the  company  $3.50  a  month,  and  paying  out  all  the  toll  besides. 
Repeated  complaints  resulted  finally  in  their  saying  that  they 
were  building  a  power  house,  a  central  station,  a  new  one,  in 
Flushing,  and  as  soon  as  they  got  that  completed  they  would  con- 
nect us  up.  Of  course  we  sat  down  and  waited  for  it.  When 
that  was  completed  they  did  not  want  to  put  us  in  there  and  we 
accomplished  our  purpose  by  threatening  to  take  all  our  telephones 
out,  some  twenty-five  or  thirty  telephones,  if  they  didn't  connect 
us  with  Flushing.  I  will  say  that  there  are  twenty-five  or  thirty 
telephones  within  the  city  of  Xow  York,  within  the  borough  of 
Queens,  connected  up  with  the  Flushing  central,  and  yet  those 
twenty-five  or  thirty  telephones  are  paying  $42.50  a  year,  where 
every  other  telephone  in  the  Flushing  central  is  paying  $25  a 
year;  and  we  say  that  is  an  injustice.  The  Bay  Side  people  are 
getting  their  phones  for  $25  a  year  and  they  cost  us  $42.50.  We 
cannot  get  them  to  pay  any  attention  to  our  complaints  and  we  say 
if  we  had  any  public  body  that  we  could  go  to  with  a  complaint 
of  this  sort  we  believe  that  it  would  be  possible  to  compel  that 
company  with  a  greater  need  of  justice  than  we  are  getting  now. 
Of  course  I  don't  want  to  take  up  a  whole  lot  of  time  with  a  lot 
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of  individual  complaints;  everybody  has  those,  and  I  thank  you 
for  your  attention. 

Chairman  Davis:  All  right,  Mr.  Sperry. 

Christopher  Clark,  representing  the  Flushing  Association, 
residing  at  243  Sanford  avenue,  Flushing,  and  in  business 
at  329  Front  street,  Manhattan. 

Mr.  Clark  :  I  come  to  request  that  we  be  given  a  later  hearing 
or  the  privilege  to  submit  a  brief  later,  because  through  the  press 
of  business  we  have  been  unable  to  put  all  of  the  thing  that  we 
want  to  get  to  your  Committee  in  proper  shape. 

Chairman  Davis  :  How  lon^r  will  it  take  vou  ? 

Mr.  Clark:  Possiblv  bv  sometime  next  week.  I  think  that  can 
be  arranged  with  your  Committee;  but  we  are  unable  at  the 
present  time  to  put  it  in  shape. 

Ernest  A.  Des  Marets: 

Mr.  Des  Marets:  ^iEr.  Chairman  and  gentlemen  of  the  Com- 
mittee and  Counsel:  I  only  arise  to  emphasize  what  my  colleague 
from  Queens  has  said  in  reference  to  the  propriety  of  placing  this 
matter  of  the  telephone  companies  in  the  hands  of  the  Public 
Service  Commission.  I  see  no  reason  why  an  exception  should  be 
made  in  their  case,  as  other  corporations  are  under  the  jurisdictit>ii 
of  that  Commission,  and  I  think  it  would  be  eminently  proper 
that  they  should  be  so  disposed  of.  I  am  pretty  i>ure  —  I  see  no 
reason  that  would  prevail,  as  a  Iil)eral  minded  man,  why  they 
should  not  be  willing  to  have  it  so  done.  We  have  grievances  to 
present  but  it  seems  too  much  to  trouble  yon  with  our  little  petty 
grievances.  I  have  a  grievance  in  refercMice  to  the  directory. 
When  I  contracted  with  the  company  my  business  was  at  College 
Point.  We  had  a  heading  in  the  directory  of  ''  College  Point '' 
which  said,  *' Eefer  to  Fhu^hing;  ■'  we  W(>re  all  placed  under  the 
head  of  Flushing.  Lately  they  have  published  a  directory  where 
we  are  all  lumped  into  Brooklyn  and  Que<ns  withmit  any  distinc- 
tion.   We  have  lost  our  identity.    Jamaica  is  in  the  same  position. 

Chairman  Davis  :  All  wiped  off  the  map  ? 

Mr.  Des  Marets  :  As  to  the  matter  of  tariff  I  see  no  reason  whv 
we  of  Greater  Xew  York  should  not  enjoy  the  privileges  of  Greater 
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!S'ew  York,  and  enjoy  a  5-cent  tariff.  I  also  understand  and  have 
been  informed  they  make  differential  rates;  parties  in  Flushing 
are  charged  $35  for  a  direct  wire  and  I  pay  $48.  There  may  be 
some  reason  for  it,  I  have  the  rates  here.  I  understand  ^Ir.  Clark 
has  asked  for  a  hearing  at  some  future  day,  and  I  would  Ix?  glad 
to  come  before  the  hearing  and  submit  them  if  they  desire  to  look 
at  them. 

James  Mubnane: 

Mr.  MuRXAXE :  I  represent  the  Dutch  Kill  Taxpayers'  Associa- 
tion. I  am  here  to  protest,  in  common  Avith  the  rest,  against  the 
injustice  of  charging  $48  a  year  for  a  telephone  to  a  small  busi- 
ness man,  which  is  8  cents  a  call,  allowing  600  calls,  when  the 
public  may  enter  any  booth  and  get  the  same  benefit  for  five 
cents.  I  am  here  also  to  protest  against  the  injustice  of  charging 
10  cents  and  then  for  each  call  to  the  borough  of  Manhattan,  when 
he  can  almost  speak  from  our  location  to  people  standing  on  the 
shore  of  Manhattan.  AVe  claim  that  being  an  integral  part  of 
Xew  York  city  proper  that  we  are  entitled  to  a  uniform  rate  of 
5  cents  per  call.  I  also  voice  the  sentiment  of  my  association  when 
I  ask  you  gentlemen  to  place  the  telephone  company  under  the  jur- 
isdiction of  the  Public  Service  Commission.  We  would  also  ask 
this  becauv^e  we  believe  that  if  such  is  done  we  may  be  able  to 
secure  or  compel  the  company  to  put  in  slot  machines  in  the 
majority  of  places  where  phones  are  used.  Slot  machines  are 
a  convenience  and  they  are  just,  both  to  the  company  and  to  the 
user  of  the  phone,  because  he  pays  for  what  he  gets;  he  does  not 
pay  for  what  he  does  not  get.  As  it  is  to-day  I  have  to  pay  $48 
a  year  if  I  do  not  use  ten  calls  in  the  year.  There  is  no  reason 
why  these  companies  could  not  be  placed  under  the  jurisdiction 
of  the  Public  Service  Commission ;  and  it  is  their  custom  to  con- 
tinue to  string  their  wires  over  the  streets  of  the  adjoining  bor- 
oughs. In  the  borough  of  Manhattan  they  are  forbidden  to  string 
any  overhead  wires.  In  the  boroughs  of  Brooklyn,  Queens  and 
the  Bronx  they  continue  to  string  them  overhead.  This  is  the 
means  of  being  an  extraordinary  cost  to  the  city  and  a  reason  of 
despoliation  of  our  streets,  but  at  some  time,  sooner  or  later,  they 
will  be  compelled  to  put  the  wires  underground.  We  claim  thc^v 
ought  to  be  compelled  to  put  thein  underground  at  the  same  time 
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that  water  and  gas  mains  are  installed,  before  the  streets  are  per- 
manently improved,  because  once  the  street  is  improved  and  is 
ripped  up,  the  street  is  never  afterwards  in  the  same  condition, 
and  we  have  had  that  condition  on  Jackson  avenue  and  other 
streets  which  have  been  improved,  and  thereafter  there  has  been 
a  lot  of  holes  in  the  street.  We  have  other  grievances.  When  you 
call  up  a  certain  call  and  they  answer  "  No  connection  is  made," 
because  the  party  is  out  or  otherwise,  it  is  nothing  unusual  for  the 
company  to  charge  you  for  that  call.  I  have  at  various  times  pro- 
tested against  overcharges  on  this  account.  I  have  been  charged 
with  calls  to  Weehawken  and  various  places  that  I  never  had 
anybody  to  call  to.  There  is  no  use  in  the  protest;  you  simply 
have  to  pay  the  bill  or  they  will  take  the  phone  out.  I  thank  you, 
gentlemen. 

Louis  Boynton:  Gentlemen,  I  have  nothing  new  to  offer.  I 
am  very  glad  to  re-enforce  what  has  been  said.  My  own  particu- 
lar grievance  is  the  differential  rates;  in  fact,  I  have  to  pay  15 
cents  to  call  up  my  office  in  New  York,  while  I  can  call  up 
Brooklyn  for  10  cents,  and  I  feel  it  would  be  a  great  advantage  to 
have  some  central  commission  to  which  such  grievance  should  be 
submitted,  and  with  authority  to  make  adjustment.  I  will  not 
take  your  time  any  further. 

Mr.  Jacob  Eifert  :  Mr.  Chairman  and  gentlemen  of  the  Com- 
mittee: As  a  resident  of  Queens  boroufijh  and  a  member  of  the 
Upper  Flushing  Improvement  Association,  I  appear  here  to-day 
before  you  to  make  a  complaint  against  the  Western  Union 
Telegi'aph  Company  and  also  to  explain  another  reason  why  the 
telegraph  and  telephone  company  should  be  placed  under  the  juris- 
diction of  the  Public  Service  Commission.  Now,  being  a  resident 
of  Flushing,  we  can  have  a  ten-word  telegram  transmitted  to 
Flushinff  for  25  cent.^.  Thev  are  using  one  of  the  stations  of  the 
Long  Island  Railroad  Company  to  do  their  business,  and  have 
boys  there  to  deliver  their  messages.  We  can  transmit  a  message 
for  25  cents,  but  if  we  want  to  deliver  it  to  our  residence,  in  my 
particular  case,  it  costs  35  cents. 

Chairman  Davis:  Additional? 

Mr.  Eifkrt:  Yes,  sir,  additional  to  the  25  cents.  I  have  many 
occasions  to  send  messages  to  my  home,  notifying  my  wife  about 
different  matters  — 
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Chairman  Davis  :  Yes,  we  understand ;  yon  needn't  tell  that. 

Mr.  EiFERT :  But  it  costs  my  wife  35  cents  to  receive  that  mes- 
sage at  the  house.  Gentlemen,  there  are  four  railroad  stations 
in  Flushing,  and  the  Western  Union  Telegraph  Company  might 
just  as  well  use  the  one  that  is  centrally  located,  which  would  give 
the  residents  of  Flushing  the  same  opportunity  and  the  same 
radius  to  cover  that  section,  and  the  charges,  if  they  were  really 
necessary,  would  be  correspondingly  less.  As  I  understand  it,  they 
have  got  to  hire  boys  to  go  out  over  the  limits  of  their  delivery,  and 
for  that  reason,  that  is  why  they  charge  this  exorbitant  price  for 
delivering  those  messages.  I  think,  gentlemen,  that  it  is  an  out- 
rage. Whether  that  is  the  concensus  of  opinion  of  the  Committee, 
is  up  to  you. 

Mr.  Page:  Mr.  John  Saul. 

Mr.  Jonx  Saul:  Mr.  Chairman  and  gentlemen:  I  represent 
the  firm  of  Strong  &  Weinert,  at  Flatlands.  We  have  been  in 
the  habit  of  paying  —  or  at  least  we  started  to  pay  some  seven 
years  ago,  $127  for  eight  hundred  calls.  Since  then,  they  have  re- 
duced it  to  $121,  and  now  it  is  $87.50  for  eight  hundred  calls.  The 
reason  given  by  the  telephone  company  is  that  we  must  pay  the  $60 
mileage  from  the  Flatbush  Station  to  Mill  Creek  where  our  place 
is  located.  They  tell  us  that  all  those  on  that  line  of  Flatbush 
avenue  must  pay  the  $60  mileage,  while  you  can  cross  over  to 
Avenue  M  which  is  ten  minutes  walk  from  our  place,  and  there  is 
a  saloon  there  open  day  and  night  every  day  in  the  year,  and 
you  can  drop  5  cents  in  the  little  box  and  you  can  get  your  call  for 
5  cents. 

Chairman  Davis:  Do  they  keep  their  saloon  open  Sunday  and 
all  nigiit  ? 

Mr.  Saul:  I  don't  go  there  in  the  middle  of  the  night,  but 
they  had  it  open  last  Sunday.  That  is  simply  our  complaint  — 
the  mileage.  Eighty-seven  dollars  and  fifty  cents  is  more  than 
10  cents  a  message.  We  pay  10  cents  to  iN'ew  York,  and  we  pee 
no  reason  why,  in  New  York,  we  should  pay  10.7  cents  per  mes- 
sage. And  for  800  calls,  we  never  can  get  any  more  service. 
If  we  ask  why  we  have  extra  calls  put  on  our  bills,  we  are  told  we 
must  write  a  letter  and  get  it  in  that  way,  and  it  is  very  incon- 
venient at  times,  and  we  have  to  let  it  go  and  like  a  great  many 
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others  who  live  in  that  locality,  they  say  they  haven't  the  time 
to  come  over  and  they  haven't  any  one  that  they  can  afford  to  pay 
to  speak  for  them;  so  I  am  a  sort  of  a  spokesman  for  those  that 
pay  this  $60  mileage.    I  thank  you  for  your  attention, 

Mr.  Page:  Mr.  Saul,  what  price  do  you  say  you  have  to  pay 
per  message  on  your  regular  contract? 

Mr.  Saul:  $87.50. 

Mr.  Page  :    What  does  that  figure  out  per  message  ? 

Mr.  Saul:  10.7  cents. 

Mr.  Page:  That  is  for  local  messages  in  your  own  neighbor- 
hood? 

Mr.  Saul:  Yes,  sir. 

Mr.  Page:  What  do  they  charge  you  per  message  if  you  use 
more  than  the  number  allowed  by  contract? 

Mr.  Saul:  They  charge  the  regular  rate  of  10  cents. 

Mr.  Page  :  Ten  cents  ? 

Mr.  Saul:  Yes. 

Mr.  Page:  So  that  you  are  paying  less  per  message  for  the 
service  than  you  are  for  the  regular  contract  rates? 

Mr.  Saul:  Yes. 

Mr.  Page  :  Mr.  Hugh  Hall. 

Mr.  Hugh  Hall:  Gentlemen,  I  represent  a  suburban  improve- 
ment association  of  150  members.  Mr.  Eifert,  of  my  association, 
has  spoken  to  you  about  the  exorbitant  charges  on  telegrams.  As 
regards  the  exorbitant  tolls  of  the  telephone  company,  the  reasons 
have  already  been  so  fully  explained  by  former  speakers  that  it 
would  be  only  a  matter  of  reiterating  former  statements.  The 
people  of  the  association  —  90  per  cent,  of  them  —  are  men  living 
in  Upper  Flushing  and  doing  business  in  Manhattan.  If,  for  any 
reason,  they  are  detained  a  little  late  in  the  office  and  want  to  let 
their  Avives  know  they  won't  be  home  to  dinner,  it  costs  them  fifteen 
cents.     It  is  less  than  a  mile  from  Manhattan.     The  service  has 
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been  by  no  means  good;  but  the  exorbitant  toll  is  the  universal 
complaint,  and  as  it  is,  we  have  no  place  to  go  to  complain  or 
to  state  our  grievance.  And  we  —  and  when  I  say  we,  I  mean 
a  population  of  3,000  —  are  fully  convinced  that  the  telephone 
and  telegraph  company  should  be  imder  the  jurisdiction  of  some- 
body that  we  might  appeal  to.     I  thank  you,  gentlemen. 
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Mr.  Page:  Mr,  Ilall,  can  you  tell  how  the  distance  of  your 
home  from  the  City  Hall  in  New  York  compares  with  the  dis- 
tance to,  say,  One  Hundred  and  Fifty-fifth  street  ? 

Mr.  Hai.1.:  Well,  as  a  matter  of  fact,  I  believe  if  you  struck 
a  radius  from  here  and  made  a  circle,  that  we  would  only  reach 
about  One  Hundred  and  Thirtieth  street. 

Mr.  Page:  That  is,  you  are  about  as  far  from  City  Hall  as 
One  Hundred  and  Thirtieth  street,  Manhattan? 

Mr.  Hali.  :  About  the  distance  of  the  City  Hall  if  we  put  the 
centre  of  New  York,  say  the  Grand  Central  depot,  or  the  Penn- 
sylvania Terminal,  it  would  be  within  three  or  four  miles  radius. 

Mr.  Page:  That  is,  you  are  within  three  or  four  miles  of 
Herald  Square? 

Mr.  Hall:  Precisely. 

Mr.  Page:  Mr.  Edward  White. 

Mr.  Edward  White:  Mr.  Chairman  and  gentlemen:  I  am  a 
long  time  resident  of  BrookljTi  and  a  residence  telephone  sub- 
scriber, and  I  appear  as  an  individual  interest;  but  I  hope  what 
I  may  say  will  be  in  the  interest  of  all  the  citizens  of  Brooklvn. 
The  business  in  Brooklyn,  as  you  know,  is  a  monopoly;  and  if  I 
wish  service,  I  must  take  it  of  one  company,  and  I  must  pay  the 
rates  which  are  arbitrarily  fixed  by  the  company.  Those  rates  I 
regard  as  inequitable  and  excessive,  and  I  wish  to  urge  and  request 
this  committee  to  recommend  some  action  by  the  State  which  will 
insure  as  between  the  company  and  the  public  fair  rates.  The 
company  is  surely  entitled  to  fair  rates,  and  I  agree  with  its 
printed  statement  of  what  fair  rates  are;  that  is,  rates  that  will 
meet  necessary  operating  expenses,  provide  for  renewals  and  a 
reasonable  return  upon  the  investment.  And  I  would  like  to  indi- 
cate a  few  points  bearing  upon  this  question  as  to  whether  the 
present  rates  are  exccvssive  or  not.  It  is  the  experience  in  business 
that  as  the  volume  of  business  increases  the  unit  of  expense  de- 
creases. Now,  my  present  contract  with  the  company  dates  from 
1903.  Since  1902  the  gross  earnings  of  the  New  York  and  Xew 
Jersey  Telephone  Company,  according  to  their  report,  have  in- 
creased from  $3,962,000  to  $9,269,000.  The  net  earnings  have 
increased  from  $972,000  to  $2,400,000  —  that  is  for  1008.  The 
surplus  has  increased  from  $2,633,000  to  $5,406,000.     And  this 
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is  also  indicated  —  this  increase  of  business  —  by  the  increase  of 
capital  which  has  grown  double  in  that  time.  Xow,  notwithstand- 
ing this  increase  in  business,  this  volume  of  business  which  ought 
to  have  decreased  the  unit  of  expense,  I  am  charged  just  the  same 
as  I  was  in  1903  for  the  telephone  service  which  I  use  and  require. 
Xow,  as  to  the  rates :  I  use  the  minimum  rate  of  $36  per  year  for 
COO  messages,  which  I  must  pay  for  whether  I  use  them  or  not; 
that  is,  six  cents  per  message,  and  this  is  twenty  per  cent,  more 
than  any  person  can  step  into  any  one  of  the  numerous  pay  stations 
about  the  city,  and  send  one  message  without  any  obligation  as  to 
any  further  messages.  Again,  if  I  wish  to  send  any  message  to 
Kew  York,  or  Manhattan,  to  any  part  of  it  —  my  last  bill,  I  had 
to  pay  in  addition  to  the  $3  monthly  rate,  $2  for  messages  to  New 
York.  I  must  pay  in  excess  of  the  local  rate  GO  2/3  per  cent., 
while  a  message  within  the  local  boundaries  might  be  a  longer  dis- 
tance than  to  Manhattan ;  that  is  to  say,  the  0-cent  rate  in  Brooklyn 
covers  a  wider  range  of  territory  than  would  be  covered  by  a  mes- 
sage to  Manhattan;  but  I  must  pay  in  order  to  use  the  phone  for 
telephone  service  in  Manhattan;  I  must  i)ay  G6  2/3  per  cent.  more. 
IsTow,  I  wish  to  urge  that  there  cannot  be  that  excess  in  cost  to 
the  telephone  company  for  a  message  to  Manhattan  over  the 
message  for  a  longer  distance  in  Brooklyn.  Therefore,  I  say 
that  the  6  cent  rate  as  against  the  5  are  both  inequitable. 
Xow,  I  would  like  to  compare  the  $30  rate,  which  is  a  four-party 
line  rate  —  that  is,  the  line  serves  four  parties  —  with  the  single 
line  rate  of  $48.  Xow,  there  is  an  increase  of  33  1/3  per  cent, 
to  each  of  the  four  people  if  they  each  wish  a  single  wire  —  from 
their  being  served  by  a  single  wire.  In  either  case,  the  same  num- 
ber of  phones  would  be  used.  The  only  increase  might  be  a  cer- 
tain amount  of  Avire  for  the  three  parties.  There  Avould  have  to 
be  one  for  the  four  parties,  but  if  the  four  took  it  separately  they 
must  have  three  additional  wires.  Xow,  T  cannot  Wlieve  that  the 
simple  addition  of  the  extra  cost  to  the  company  warrants  their 
charging  33  1/3  per  cent,  more  for  the  service  for  a  single  wire, 
and  I  think  it  inequitable  for  that  reason.  Xow,  I  have  stated  that 
the  unit  of  cost  depends  upon  the  volume  of  business,  and  further 
that  the  volume  of  business  depends  upon  the  size  and  compactness 
of  the  population.     Xow,  I  speak  of  that  because  T  Avish  to  com- 
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pare  with  some  other  places.  I  have  friends  in  Stamford,  Con- 
necticut, a  town  of  about  30,000  inhabitants.  They  have  unlimited 
service  for  $24  a  year  as  against  my  $oG,  and  I  have  600  messages. 
I  have  friends  in  Urbana,  Ohio,  a  town  of  about  7,000,  I  am  told, 
with  about  1,200  phones.  They  have  unlimited  service  there  for 
$15  a  year,  and  the  company,  I  am  told,  pays  dividends  of  6 
per  cent.  Xow,  I  would  like  to  call  attention  to  the  relations  of 
several  companies.  The  Xew  York  and  Xew  Jersey  Telephone 
Company,  it  is  understood,  is  largely  —  very  largely  —  owned  by 
the  Xew  York  Telephone  Company;  and,  in  fact,  the  Xew  York 
has  absorbed,  as  I  imderstand,  the  Xew  York  and  Xew^  Jersey. 
A  very  large  proportion  of  the  exi)enses  for  maintenance  and  re- 
construction —  of  the  expenses  of  the  Xew  York  and  Xew  Jersey 
Telephone  Company  are  for  maintenance  and  reconstruction  —  in 
the  last  two  years,  between  $5,000,000  and  $0,000,000.  Xow,  the 
Xew  York  Companv  owns  the  XeAV  York  and  Xew  Jersev  Com- 
pany;  the  American  Telephone  and  Telegraph  Company  owns 
largely,  substantially,  the  two  companies,  and  any  profits  that  are 
made  by  them  go  to  the  American  Telephone  and  Telegraph  Com- 
pany. Xow,  in  addition  to  that,  the  American  Telej)hone  and 
Telegraph  Company  owns,  if  I  am  correct,  80  per  cent,  of  the 
Western  Electric  Company.  Xow,  the  Western  Electric  Com- 
pany, I  am  told,  furnishes  the  materials  and  supj^lies  for  those 
telephone  companies  —  the  American  Telephone  Company  and  its 
associated  companies,  which  are  all  over  the  United  States. 

Chairman  Davis:  That  is  a  business  corporation? 

Mr.  White:  A  business  cor])oration,  80  per  cent,  owned  by  the 
tele})hone  companies  manufacturing  and  furnishing  supplies,  and 
I  am  told  that  —  for  instance,  a  gentleman  told  me  it  was  difficult 
to  sell  anything  to  the  Xew  York  and  Xew  Jersey  Company  as  the 
Western  Electric  Company  furnished  all  of  its  sup])lies.  Xow, 
the  net  profit  which  the  Western  Electric  Company  can  make  on 
its  materials  and  supplies,  or  the  more  ])rofit  they  make,  the  larger 
will  be  the  expense  of  the  Xew  York  and  Xew  Jersey  Telephone 
Company,  which  is  indicated  by  $5,500,000  in  the  two  years, 
and  the  less  profit  the  Xew  York  and  Xew  Jersey  Company  will 
make.  Xow,  as  to  whether  this  Western  Ele(;tric  Company  is  a 
good  business  or  not,  I  find  that  its  capital  is  $15,000,000.     Its 


350  [Senate 

surplus  is  120  per  cent,  in  excess  of  its  capital;  or  in  other  words, 
nearly  $19,000,000.  It  pays  80  per  cent,  in  dividends.  In  1903 
it  paid  an  extra  stock  dividend  of  20  per  cent.  Xow,  I  think  those 
matters  have  a  bearing  on  this  question  of  the  cost  of  telephone 
business.  The  companies  may  say  that  their  cost  is  so  and  so. 
Xow,  what  makes  up  that  cost  ?  Do  you  buy  your  materials  and 
supplies  at  the  public  rate,  or  do  you  pay  the  Western  Electric 
Company  and  get  your  own  rate  which  results  in  those  profits 
and  reduces  the  showing  of  your  profits?  And  notwithstanding 
that  — 

Chairman  Davis:  Do  you  know  whether  or  not  they  do  pay 
exorbitant  rates  for  their  supplies? 

Mr.  White  :  I  am  unable,  as  an  outsider,  to  get  at  those  things. 

Chairman  Davis  :  You  haven't  heard  anything  in  regard  to  it  ? 

Mr.  White  :  Why,  I  heard  this  from  a  gentleman  —  "  that  we 
can't  sell  anything  to  the  New  York  and  New  Jersey  Telephone 
Company/'  We  can  sell  to  the  Western  Electric  Company,  and 
what  thev  don't  make  themselves  thev  can  buv  and  charo:e  what 
they  please  to  those  companies,  I  suppose.  Xow,  T  don't  want  you 
to  impute  anything  of  those  matters,  but  I  think  it  is  a  subject 
worthy  of  investigation  to  know  definitely  how  it  is.  It  is  not  right 
to  be  unfair  to  those  telephone  companies,  but  it  is  right  to  know 
what  is  fair  as  between  the  public  and  the  companies,  and  if  this 
nice  little  arrangement  covers  up  a  lot  of  profits  and  makes  it  look 
proper  and  so  on,  it  ought  to  be  investigated.  So,  as  an  individual, 
I  come  to  represent  the  citizens  of  Brooklyn,  and  ask  that  this 
matter  be  gone  into  to  the  bottom,  and  find  out  what  is  right,  and 
that  the  State  shall  provide  some  moars  to  providr*  for  fair  rnto^. 

Chairman  Davis:  We  are  very  much  obliged  to  you. 

Mr.  Page  :  Is  there  anyone  else  present  who  has  a  complaint  to 
make  against  any  company,  either  as  to  rates  or  service? 

Thomas  Hart  (7316  Third  avenue,  Brooklyn)  :  Mr.  Chair- 
man and  gentlemen  of  the  Committee:  In  September,  1907,  I 
entered  into  a  contract  with  the  Xew  York  and  Xew  Jersev  Tele- 
phone  Company  to  install  a  tele])hone  in  my  office,  for  which  I 
was  to  pay  $48  a  year  for  (>()()  messages.  When  i  had  the  tele- 
phone seven  months  I  was  informed  that  the  000  messages  had 
been  nsed  and  an  additional  50  messages,  and  after  that,  every 
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month,  I  got  a  bill  —  in  March,  that  was  seven  months  after  the 
telephone  was  installed  —  in  April  I  got  a  bill  for  201,  May  229, 
June  176,  July  114,  August  125,  September  112,  October  184, 
Ifovember  151,  and  December  124  messages. 

Chairman  Davis:  What  is  your  business,  Mr.  Hart? 

Mr.  Hart  :  I  am  an  undertaker.  I  am  willing  to  admit  that  I 
use  50  calls  a  month,  but  nothing  over  that,  as  an  average.  In 
February,  1908,  I  had  a  switch  installed,  for  which  I  was  to  pay 
50  cents  a  month,  to  have  calls  between  my  store  and  apartments 
upstairs,  and  the  telephone  company  claims  that  all  those  addi- 
tional messages  which  I  had  on  the  extension,  and  that  I  was  sup- 
posed to  pay  5  cents  a  message  for  every  time  I  spoke  between  the 
office  downstairs  and  my  apartments  upstairs.  That  is  the  only 
excuse  I  could  give.  I  understood  that  if  I  wanted  to  talk  up- 
stairs I  could  lift  the  receiver  and  the  operator  ring  upstairs  and 
there  was  no  charge  on  it.  I  was  told  that  when  the  extension  was 
put  in.  On  February  1,  1909, 1  got  a  bill  for  $84.70.  Although  I 
had  paid  the  telephone  company  in  that  sixteen  months  $80.48, 
they  still  claimed  I  owed  them  $84.70.  Thirteen  dollars  and 
seventy-five  cents  of  that  is  for  foreign  messages,  which  I  do  not 
dispute.  I  only  dispute  what  they  claim  I  had  from  upstairs  to 
downstairs;  I  want  the  telephone  company  compelled  to  show  me 
their  tickets  for  every  call  which  I  made.  They  claim  they  can 
do  this,  but  they  will  not  do  it  because  there  is  nobody  to  compel 
them  to  do  it. 

Senator  Frawley:  You  say  vou  hav^e  a  switchboard  down- 
stairs  ? 

Mr.  Habt:  No,  it  is  a  telephone  and  a  switch. 

Senator  Fbawley  :  Then  you  are  making  a  connection  outside  ? 

Mr.  Hart  :  No,  from  upstairs  to  my  store. 

Senator  Frawley:  Where  do  you  make  your  connection? 

Mr.  Hart:  In  the  house.  If  the  telephone  rings  in  my  office 
it  rings  upstairs  just  the  same,  and  I  understood  that  if  I  wanted 
to  speak  upstairs  that  the  operator  would  connect  me  without 
charge,  and  besides,  there  should  have  been  a  crank  attached  to 
the  original  telephone  which  would  ring  upstairs  and  I  wouldn't 
have  to  ask  the  operator  to  connect  me. 

Chairman  Davis:  You  don't  go  through  the  central  to  reach 
your  apartment  upstairs? 
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Mr.  Habt:  Yes;  when  I  lift  the  receiver  the  operator  answers 
and  she  will  ring  npstairs.  If  we  don't  ask  for  a  number  she 
rings  upstairs.     They  say  that  is  where  this  overcharge  is. 

Chairman  Davis:  Isn't  the  fault  in  the  manner  in  which  you 
had  the  connection  made? 

Mr.  Habt:  That  is  up  to  them,  not  up  to  me. 

Chairman  Davis  :  How  much  do  they  charge  in  Xew  York  for 
an  extension  from  a  main  service  ? 

Mr.  Hart:  $6  a  year. 

Senator  Frawley  :  How  can  thev  tell  the  difference  between  a 
call  from  upstairs  through  the  central  and  a  call  from  down- 
stairs through  the  central  ? 

Mr.  Hart:  When  you  lift  the  receiver  you  get  the  operator. 
You  can't  get  your  place  upstairs. 

Senator  Frawley  :  You  want  to  talk  upstairs  ? 

Mr.  Hart:  That  is  the  idea. 

Senator  Fraw^ley:  Intercommunicating? 

Mr.  Hart:  There  should  have  been  a  crank,  don't  you  see. 
They  neglected  to  put  a  crank  there,  and  they  told  me  if  I  wanted 
to  talk  downstairs  central  would  connect  me  without  charge. 

Vice-Chairman  Merritt:  It  was  a  verbal  understanding? 

Mr.  Hart:  The  direct  stipulation  that  I  pay  5  cents  for  a  mes- 
sage between  certain  centrals  which  don't  say  anything  about 
paying  for  a  message  upstairs. 

Commissioner  Walters:  Have  you  ever  examined  the  price 
of  two  instruments  and  a  battery? 

Mr.  Hart  :  Xo,  I  have  not. 

Commissioner  Walters:  It  is  cheaper  than  $87? 

Mr.  Hart:  Yes,  it  would  be  cheaper  for  me  to  have  a  push 
button;  and  if  I  had  known  they  were  going  to  charge  5  cents  I 
would  have  done  that.  Anybody  else  who  has  a  telephone  has  a 
crank. 

Chairman  Davis  :  When  was  Your  contract  entered  into  ? 

Mr.  Hart:  In  1007;  and  it  was  never  renewed. 

Chairman  Davis  :  And  you  are  running  now  under  the  old  con- 
tract ? 

Mr.  Hart:  Yes. 


Ifo.  38.]  353 

Commissioner  Walters  :  I  would  advise  you  to  get  a  new  con- 
tract. 

Mr.  Hart:  They  won't  give  it  to  me.  I  asked  for  unlimited 
service  or  a  pay  station,  and  they  wouldn't  give  it  to  me.  They 
claimed  I  owed  $84.70.  This  year  my  service  was  discontinued. 
It  was  discontinued  before  that  several  times,  and  each  time  they 
sent  me  a  bill  I  went  down  and  paid  it  because  I  had  to  have  a 
telephone  and  they  knew  that,  and  when  it  came  February  and  I 
got  this  big  bill  I  wasn't  going  to  pay  them  so  they  discontinued 
my  service,  and  it  has  been  discontinued  ever  since.  I  have  offered 
to  adjust  it  several  times  and  have  been  to  everybody  in  the  com- 
pany, and  I  can't  reach  any  understanding  with  them. 
They  admit  that  they  are  wrong  in  a  letter  which  they  wrote  me 
here,  in  which  they  agreed  to  allow  me  50  per  cent,  of  what  they 
overcharged;  but  they  claim  that  that  50  jx^r  cent,  is  only  $15. 
I  claim  50  per  cent,  of  $84.70  is  $42  and  some  odd  cents.  Now, 
what  I  want  them  to  do  —  if  this  should  go  under  the  Public  Ser- 
vice Commission,  they  would  be  compelled  to  show  me  where  I 
had  those  messages,  which  they  can  do,  and  I  am  willing  to  pay 
them  5  cents  for  every  message  they  show  me  a  ticket  for.  If  I 
should  call  this  chamber  there  would  be  a  number,  and  that  num- 
ber would  be  down  in  a  certain  exchange;  but  there  is  no  ticket 
where  they  connect  you  with  your  own  wire.  They  claim  that  they 
haven't  any  ticket. 

Chairman  Davis  :  They  make  a  charge  ? 

Mr.  Hart  :  They  say  that  I  have  to  go  by  their  figures.  I  think 
they  should  be  made  to  show  me  where  I  have  made  those  calls  as 
long  as  I  am  willing  to  pay  for  them,  but  they  won't  do  that. 
Here  is  a  registered  letter  I  don't  understand,  and  although  it  is 
from  the  New  York  Telephone  Company,  on  the  back  of  the  regis- 
tered letter  is  marked  "  W.  D.  Henry,  325  Ninth  street,  Brooklyn, 
New  York,"  a  registered  letter  addressed  to  me.  The  letter  is 
dated  November  22,  1909: 

Mr.  Thomas  Habt,  7310  Third,  Arenuey  Brooklyn,  yew   York: 

Dear  Sib. — Pursuant  to  the  provisions  of  your  contract,  dated  July  30, 
1907,  and  contracts  supplemental  thereto  dated  January  25th,  1908,  covering 
telephone  service  at  7310  Third  avenue,  you  are  hereby  notified  that  said 
contracts  will  be  terminated  fifteen  davs  from  date  hereof. 
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This  contract  that  thev  say  is  supplemental  to  the  one  made  on 
July  30th,  is  the  contract  for  the  extension  —  $6  a  year.  Now^ 
although  that  contract  was  dated  July  30th  and  never  renewed, 
they  claim  that  it  is  still  running. 

Senator  Frawley  :  Did  you  see  the  supplemental  agreement  ? 

Mr.  Hart:  That  is  all  right;  that  is  for  the  extension;  that  is 
a  separate  contract. 

Senator  Frawley  :  They  don't  include  the  original,  then,  in  the 
supplemental  ? 

Mr.  Hart:  No.  I  have  got  papers  here  to  prove  everything  I 
say,  and  if  you  would  like  to  go  into  it  further  on  a  later  date  I 
would  be  glad  to  give  you  any  information  I  have  here  that  would 
probably  help  hundreds  of  other  people  beside  myself. 

Chairman  Davis:  We  are  going  to  have  the  telephone  people 
before  the  Committee  before  we  get  through,  and  these  specific 
charges  will,  as  you  make  them,  be  called  to  their  attention,  and 
we  will  ask  some  explanation  from  them  in  regard  to  them. 

Mr.  Hart  :  Any  hearing  you  have  and  have  the  telephone  com- 
pany here  I  will  be  represented. 

Chairman  Davis  :  Well,  Mr.  Hart,  I  think  that  you  have  a  real 
grievance. 

Mr.  Hart  :  There  are  hundreds  of  other  such  cases,  but  people 
haven't  got  the  nerve,  or  probably  they  don't  know  that  they  can 
come  here  and  make  the  charges.  There  was  one  of  the  telephone 
people  came  down  here  and  he  made  the  statement  that  the  people 
came  down  there  and  they  damn  the  telephone  company  and  they 
go  home  and  send  the  telephone  company  a  check.  That  is  where 
the  trouble  is.  They  haven't  got  nerve  enough  to  fight  it  out.  I 
have  been  fighting  it  a  year,  and  I  am  going  to  fight  it  out  if  it 
takes  ten  years,  and  spend  some  money  on  it. 

Chairman  Davis:  Anything  more,  Mr.  Page,  before  adjourn- 
ment? 

Mr.  Page:  Nothing. 

Chairman  Davis  :  We  will  take  a  recess  until  2 :30  p.  m. 

Recess  until  2 :30. 
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AFTER  RECESS. 

Mr.  Page:  I  understand  that  Mr.  Schmidt,  from  Brooklyn, 
is  here,  and  wishes  to  make  a  complaint  in  regard  to  service  or 
rates,  or  both. 

Mr.  IIenby  p.  Schmidt  (of  564-A  Monroe  street,  Brooklyn)  : 
I  wish  to  make  a  complaint. 

Chairman  Davis:  Do  you  want  to  make  a  statement? 

Mr.  Schmidt:  I  want  to  say,  Mr.  Chairman  and  gentlemen,  I 
am  pretty  well  acquainted  all  through  Brooklyn  and  I  have  been 
a  member  of  the  School  Board  of  Brooklyn  a  number  of  years, 
and  very  well  acquainted  everywhere  in  Brooklyn,  and  I  have 
been  in  the  leather  business  here  in  New  York.  I  merely  men- 
tion this  fact  because  I  wish  you  to  know  who  I  am.  I  am  also 
president  of  my  election  district  where  we  are  having  this  trouble. 
Last  year,  I  think  the  first  letter  that  we  sent  them  was  September 
25th,  if  I  am  not  mistaken.  Well,  it  was  in  September,  wheji  we 
asked  them  to  take  their  wires  down  across  our  property  and  not 
put  it  on  our  fences.  We  wrote  them  several  letters,  Mr.  Chair- 
man and  gentlemen,  asking  them  to  not  put  their  cables  and  wires 
through  our  property.  More  than  half  of  the  property  owners  in 
that  block  that  own  the  property  both  on  Madison  street  and 
Monroe  street,  both  going  to  the  rear  where  these  fences  are,  and 
Lewis  avenue  and  Stuyvesant  avenue,  in  that  square  block,  have 
complained  a  number  of  times,  and  they  have  not  got  the  per- 
mission to  go  through  there  from  many  of  the  property  owners 
on  both  sides  of  Madison  and  Monroe  street.  We  have  tried  to 
stop  them  from  going  through  there.  I  have  written  them  a 
number  of  letters,  and  while  their  inspectors  have  been  coming 
there,  the  property  owners  in  most  cases,  they  had  refused  to  let 
them  put  up  those  cables  on  the  fences  and  the  wires  on  the 
fences.  I  have  here  a  letter  written  them  in  October.  Would 
you  like  to  read  it,  Mr.  Chairman? 

Chairman  Davis:  If  you  will  read  it,  we  will  get  it  in  the 
record. 

Mr.  Schmidt:     This  is  dated  October  1st: 

New  Yobk  and  New  Jebset  TiajsPHONE  Company,  Brooklyn: 

Gentlemen. — ^Your   inspector   and   your    superintendent   of   the    Prospect 
Division  were  told  not  to  place  any  cables  or  wires  on  fences  between  Lewis 
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and  Stuyvesant  avenues,  Monroe  and  Madison  streets,  as  the  property  own- 
ers objected.  We  do  not  want  any  wires  put  on  our  property  or  over  it, 
in  any  way  whatsoever.  I  am  writing  this  letter  in  the  interest  of  my 
constituents,  friends,  and  neighbors.  The  wires  will  be  chopped  down  by 
the  property  owners  if  you  put  them  on  the  fences,  so  please  take  due  notice, 
whether  your  men  have  started  to  trespass  on  our  property,  and  we  ask  you 
to  stop  th^  work  at  once.  There  will  be  a  meeting  called,  and  our  attorney 
will  be  requested  to  stop  your  work  of  trespassing  on  our  property  without 
written  consent  from  every  property  owner.  Please  request  your  men  early 
to-morrow  a.  m.  to  stop  work  on  our  property. 

Yours  very  truly, 

HENRY  P.  SCHMIDT, 
President  Fourth  Election  District, 

Fifth  Assembly   District. 

There  are  a  number  of  letters  like  that  written  to  the  telephone 
company,  and  notwithstanding  the  fact  that  we  have  requested 
them  to  stop  and  a  number  of  property  owners  have  not  given 
their  consent,  they  have  gone  to  work  and  put  those  wires  up 
whether  we  liked  it  or  not.    We  don't  want  the  wires  there. 

Chairman  Davis:  You  say  they  are  placed  upon  your  fences? 

Mr.  Schmidt:  Yes,  sir;  they  are  there  now. 

Chairman  Davis:  In  the  rear  of  your  lots? 

Mr.  Schmidt:  In  the  rear  of  our  property;  yes,  sir.  We  told 
them  we  did  not  want  the  wires  or  cables  put  there  on  the  fences. 
Their  inspector  has  been  to  see  me  twice  or  three  times,  two  of 
them  —  and  I  would  not  like  to  sav  what  he  said  here,  but  I 
want  to  say  that  no  matter  what  we  tell  these  people,  the  inspectors, 
or  the  management  in  Brooklyn,  about  the  telephone  service,  that 
we  don't  want  any  wires  or  cables,  they  go  right  on  and  do  the 
work  just  the  same.  They  are  annoying  the  property  owners  very 
much  by  going  in  and  fixing  up  the  wires  when  they  are  broken 
down. 

Chairman  Davis:  Have  vou  ever  commenced  an  action  against 
them  ? 

Mr.  Schmidt:  Not  yet;  no,  sir;  not  yet,  Mr.  Chairman.  We 
intend  to,  but  I  wish  this  Coumiittee  to  know  the  wav  thev  treat 
the  citizens  of  Brooklvn;  thev  have  done  this  in  a  number  of 
oases.  We  have  requested  them  at  our  meeting,  we  have  sent  them 
word  to  put  their  cables  in  the  street  where  they  belong.  They 
have  the  right  of  way  to  go  along  the  curb  in  the  street,  and  when 
we  asked  their  agents  to  do  it,  "  Oh,  well,  it  is  cheaper  for  us  to 
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go  on  the  fences."  That  was  the  reply,  "  It  costs  too  much  money 
to  go  along^the  curb  in  the  street."  I  understand  from  one  of 
the  best  attorneys  in  New  York  city,  who  is  my  attorney  —  he 
tells  me  that  by  no  means  should  you  give  them  a  consent  for  this 
reason :  "  It  puts  a  cloud  on  the  title  of  your  property  in  this 
way,  that  when  you  at  any  time  wish  to  sell  your  property,  you 
have  got  to  write  that  consent  in  your  deed  when  you  sell  the  prop- 
erty, otherwise  the  man  who  buys  the  property  can  give  you  a 
great  deal  of  trouble."  Now,  while  it  is  necessary  to  have  tele- 
phones, Mr.  Chairman  and  gentlemen  —  it  is  necessary  to  have 
them  —  we,  who  have  telephones  in  our  houses  —  I  haven't  one 
at  present,  I  have  a  telephone  in  my  business  where  we  have 
almost  as  much  trouble  —  but  we  who  have  telephones  in  our 
houses  over  there,  object,  on  account  of  the  men  making  so  much 
trouble  with  their  wires.  At  first  they  had  them  strung  all  over 
the  houses. 

Assemblyman  Merritt:  Roofs? 

Mr.  Schmidt:  On  the  roofs,  yes  sir.  I  believe  there  must  be 
something  like  seventy  wires  strung  in  all  directions  from  that 
big  pole  comer  of  Lewis  avenue  and  Monroe  street.  There  is 
a  big  pole  there,  I  suppose  it  is  two  feet  in  circumference.  Dr. 
Brinkerhoff,  who  lives  on  that  corner,  objected  and  said  he  didn't 
want  the  pole,  that  is  his  property.  A  number  of  others  don't  want 
the  poles  there.  We  want  to  make  them  put  it  in  the  street  where 
it  belongs,  and  then  run  their  wires  from  the  curb  imder  the  side- 
walk and  from  the  stoop;  then  it  don't  annoy  us.  I  came  here 
representing  those  people,  Mr.  Chairman  and  gentlemen,  to  get 
redress,  to  have  you  know  what  they  are  doing  in  Brooklyn  with 
us.  Isn't  there  some  way  of  stopping  these  people,  Mr.  Chairman 
and  gentlemen,  from  trespassing  on  our  property,  when  we  don't 
want  them?  I  would  like  to  know  that.  Would  you  be  kind 
enough  to  let  me  know  and  give  me  some  light  on  that  matter  ? 

Chairman  Davis:  I  think  your  attorney  can  advise  you  just 
as  wisely  as  this  Committee  can. 

Mr.  Schmidt:  Our  attorney  will  take  the  matter  up  after  we 
get  certain  papers  signed,  but  I  ask  you  — 

Chairman  Davis:  We  will  take  the  matter  up  with  the  com- 
pany when  they  are  before  the  Committee,  and  call  their  attention 
to  your  complaint  and  see  what  answer  they  make. 
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Mr.  Schmidt:  Yes,  sir,  I  can  and  will  have,  in  a  short  time, 
the  names  of  all  those  property  owners  along  there  that  have  not 
given  their  consent.  I  know  the  property  owners  right  directly 
in  front  of  me  and  on  the  right  of  me,  both  property  owners  on 
both  sides  of  Madison  and  Monroe  streets  have  refused  to  give 
them  permission,  and  asked  them  to  take  their  wires  off  their 
houses,  which  they  have  done  lately,  but  instead  of  putting  the 
wires  in  the  street  where  we  requested  them  to  put  them,  they 
simply  have  put  the  cables  on  the  fences  and  on  my  piece  of  prop- 
erty, on  our  property  —  and  I  put  that  fence  up  there  myself, 
Mr.  Chairman  and  gentlemen ;  paid  for  it  with  my  check ;  I  paid 
for  that  fence  several  years  ago  when  it  was  broken  down.  They 
simply  say,  "  Well,  we  ain't  going  to  put  the  cable  on  your  fence," 
as  they  mean  they  ain't  going  to  put  a  cable  on  your  side  of  the 
fence,  they  will  put  the  cable  on  the  other  side  of  the  fence,  which 
is  on  the  same  boards  that  belong  to  me  and  my  property.  That 
is  the  way  they  try  to  do  in  all  cases. 

Chairman  Davis:  The  Court  of  Appeals  held  that  stringing 
wires  over  private  property  is  an  additional  burden  and  that  you 
can  recover  damages  for  so  doing. 

Mr.  Schmidt  :  Yes,  sir.  Well,  I  am  very  glad  to  know  that, 
Mr.  Chairman.  Can't  we  also  get  these  companies,  if  they  must 
go  through  our  property,  can't  we  get  them  to  pay  us  a  rent  ? 

Chairman  Davis:  That  is  a  matter  of  contract  between  you 
and  them. 

Mr.  Schmidt  :  Yes,  of  course,  they  would  not  sign  such  a  con- 
tract and  their  agents  and  inspectors  that  call  on  the  citizens  who 
own  the  property  along  in  our  neighborhood,  you  would  be  sur- 
prised at  what  they  tell  you,  and  they  don't  care  whether  they  tell 
the  truth  or  not.  They  brought  out  a  lot  of  papers  which  they 
showed  me  and  said  they  had  the  property  owners'  consent  along 
the  right  of  way.  I  said,  "You  haven't;  those  people  are  not 
property  OAvners,  they  are  tenants."  IN'ow,  Mr.  Chairman  and 
gentlemen,  by  your  permission,  I  am  going  to  ask  your  Commit- 
tee here  if  you  won't  please  help  our  citizens  in  Brooklyn  to  stop 
this  outrage  in  some  way ;  force  them  to  put  their  telephone  wires 
in  the  streets,  in  the  curb  just  the  same  as  they  have  done  in  Lewis 
avenue.     They  have  put  their  wires  in  Lewis  avenue,  under  the 
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asphalt  pavement,  but  the  property  owners  —  they  think  they  can 
do  just  what  they  please  with  them,  going  over  their  fences  and 
destroying  their  property,  coming  in  and  out  of  the  yards  as  they 
please. 

Chairman  Davis  :  How  do  they  cross  to  the  street  after  leaving 
your  fences? 

Mr.  Schmidt:  I  don^t  know  how  they  get  out;  they  get  out 
somehow;  they  get  out  some  way;  they  ask  permission,  I  know, 
when  they  go  into  some  houses;  they  say  they  have  been  re- 
quested to  go  in  and  look  at  some  of  the  wires,  and  of  course,  the 
Bervant  girl  down  in  the  basement  —  this  is  all  private  property 
all  along  there  —  she  don't  know  any  better,  and  she  lets  them  out 
into  the  street.  That  happens  very  often  when  they  have  done 
that.  We  have  finally  requested  they  should  take  the  wires  off  the 
houses,  and  I  guess  in  most  cases  they  have  done  so,  but  we  do  not 
want  the  wires  on  our  property  at  all,  because  my  attorney,  who 
you  would  know  if  I  mentioned  his  name,  tells  me  that  it  is  a 
matter  like  this,  that  when  you  sell  your  property,  it  is  a  right  of 
way  that  you  have  given  the  telephone  company,  which  would  have 
to  be  put  into  the  papers  that  were  signed  when  you  sold  the  prop- 
erty; and  I  guess  he  is  right,  for  I  believe  him  to  be  an  honest, 
truthful  attorney. 

Chairman  Davis  :    Most  attorneys  are. 

Mr.  Schmidt  :    Yes,  I  find  most  of  them  are. 

Chairman  Davis:  Mr.  Schmidt,  we  will  take  this  matter  up 
with  the  telephone  company  when  we  have  them  before  us;  you 
have  reference  to  the  New  York  Telephone  Company,  I  assume? 

Mr.  Schmidt  :  I  do ;  they  have  bought  out  the  New  York  and 
New  Jersey  Telephone  Company;  and  I  wish  to  add,  Mr.  Chair- 
man, from  my  knowledge,  and  from  what  I  know,  and  I  believe  it 
is  true,  they  are  not  running  their  telephone  wires  in  Brooklyn 
under  a  New  York  State  franchise.  I  am  told  this,  and  I  believe 
it  to  be  true ;  I  am  not  sure  it  is  true,  but  I  believe  it  is  true,  that 
they  are  using  the  police  and  the  fire  alarms  for  their  wires,  their 
poles,  and  in  diflFerent  places  they  are  using  those  poles,  the  police 
and  fire  alarm  poles;  I  believe  they  are  running  under  that  dis- 
pensation or  franchise,  or  whatever  you  might  call  it.  We  do  not 
believe  they  have  a  franchise  for  their  wires  in  Kings  county. 
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Chairman  Davis  :    We  will  find  out  for  you,  Mr.  Schmidt. 

Mr.  Schmidt:  Yes,  Mr.  Chairman.  I  also  want  to  say  a 
word  in  regard  to  New  York  telephones,  if  you  will  allow  me  to. 
The  New  York  service  in  New  York  city,  is  getting  to  be  very  bad 
indeed,  more  so  in  the  last  six  months  past  than  we  ever  knew  it 
before.  The  service  in  New  York  city  is  not  good.  I  think  it 
would  be  a  splendid  idea  for  the  Legislature  and  the  city  authori- 
ties coming  in  in  1910  —  the  authorities  coming  in  the  city  of 
New  York  in  1910  will  no  doubt  be  willing,  and  I  think  the  State 
Legislature  will  be  willing  to  give  the  citizens  who  live  in  Greater 
New  York  a  chance  to  get  some  other  telephone  company  in  New 
York  city  besides  this  one  great  monopoly;  give  us  some  other 
telephone  company  to  come  in  here,  the  same  as  they  have  in 
Philadelphia,  in  Buffalo  and  Syracuse,  and  all  large  cities;  have 
competition,  then  we  will  have  good  service  for  New  York  city. 

Chairman  Davis:  Would  you  care  to  tell  us  your  particular 
complaint  against  the  telephone  company  in  New  York  city  ? 

Mr.  Schmidt  :  They  are  so  numerous  —  I  have  a  number  of 
letters  here  complaining  about  the  service,  and  they  promise  to 
give  you  better  service.  I  will  tell  you  one  instance,  Mr.  Chair- 
man and  gentlemen,  where  we  lose  money  by  this  New  York  Tele- 
phone Company.  Our  customers  call  us  up  and  tell  us,  "  Why  is  it 
we  can't  get  you  on  the  telephone?  We  telephoned  you  a  few 
minutes  ago  and  they  told  us  you  were  busy  using  the  wire.'' 
Now,  in  a  number  of  cases,  I  have  called  them  right  up  in  my 
office  and  asked  them  if  they  had  been  using  the  telephone,  that 
such  a  party  had  telephoned,  and  they  said  no.  I  have  gone  back 
to  my  office  to  investigate,  and  they  said  no.  I  have  telephoned  the 
telephone  company's  manager  about  that,  and  told  them  if  we  were 
going  to  lose  business  in  this  kind  of  way  by  telling  our  cus- 
tomers our  wires,  the  telephone  was  busy  when  it  ain't,  that  I 
would  get  some  customer  to  sign  an  affidavit  that  they  had  tried 
to  get  us,  but  our  wires  were  busy,  that  they  were  told  they  were 
busy  when  they  were  not  busy,  and  any  orders  we  lost  in  that  way 
I  would  send  a  bill  to  the  telephone  company,  which  I  thought  was 
only  fair.  My  attorney  has  not  taken  that  matter  up  yet,  but  we 
intend  to  get  after  those  things  in  a  little  while.  Excuse  me  for 
taking  so  much  of  your  time. 

Chairman  Davis  :    Very  glad  to  hear  you. 
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Mr.  Page  :    Mr.  William  Proctor. 

Mr.  \Vii.LiAM  Pboctor:  Mr.  Chairman,  my  complaint  is  not 
one  of  service,  but  I  think  it  may  be  of  interest ;  it  is  the  experi- 
ence of  a  stockholder  owning  stock  of  the  Hudson  River  Telephone 
Company  in  the  State  of  New  York.  Does  it  come  under  any- 
thing that  would  be  of  interest  to  your  committee  I 

Assemblyman  Mebeitt:    It  might. 

Mr.  Peoctor:  It  is  this,  that  along  in  1897  or  1898,  one  of 
those  two  years,  I  became  a  stockholder  in  the  Hudson  River  Tele- 
phone Company  to  the  extent  of  some  100  shares,  believing  that 
it  was  a  good  stock  for  investment ;  at  that  time  it  paid  dividends 
right  along.  I  added  to  my  holdings  through  being  allowed  to 
subscribe  for  additional  stock,  with  facilities  and  so  forth,  until  I 
became  a  stockholder  to  the  extent  of  125  shares.  This  stock  paid 
dividends,  and  the  annual  reports  were  perfectly  satisfactory. 
October,  1907,  I  believe,  was  the  last  dividend.  Suddenly,  the 
dividends  stopped.  I  started  to  investigate  and  found  out  that  the 
Hudson  River  Telephone  Company  had  come  under  the  control 
of  the  American  Telephone  and  Telegraph  Company.  At  that 
time,  independent  companies  started  in  this  State;  I  found  that 
they  were  using  the  Hudson  River  Telephone  Company  to  cut 
rates,  and  they  did  cut  rates ;  it  is  a  matter  of  record  that  they  did ; 
that  they  kept  them  along  and  let  them  cut  rates  so  that  they  were 
not  earning  money,  not  able  to  make  any  satisfactory  return,  and 
that  the  American  Telephone  and  Telegraph  Company  were  loan- 
ing them  large  sums  of  money.  I  also  found  that  the  oflScers  of 
both  the  Hudson  River  Telephone  and  Telegraph  Company  and 
of  the  American  Telephone  and  Telegraph  Company  had  the  same 
interests,  that  they  were  interested,  the  American  Telephone  and 
Telegraph  Company  Avas  more  interested  in  driving  out  the  inde- 
pendents than  they  were  in  having  dividends  on  the  stock.  Mat- 
ters ran  along  until  last  year.  Suddenly  last  year,  we  were  asked 
to  exchange  one  and  a  half  shares  of  Hudson  River  Telephone 
Company  stock  for  one  share  of  Bell  Telephone  Pennsylvania 
stock.  The  Bell  Telephone  of  Pennsylvania  was  then  quoted  at 
par  to  102.  I  looked  into  the  Bell  Telephone,  Pennsylvania,  and 
it  was  not  such  a  strong  company;  it  was  not  so  strong  that  it 
could  have  carried  the  load  of  the  Hudson  River  if  it  was  as  bad 
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as  its  officers  made  out  to  me.  If  it  was  so  bad,  the  Bell  Telephone 
Company  could  not  have  carried  it.  I  am  a  banker,  and  I  investi- 
gated it.  We  naturally  wouldnH  do  that.  Some  people  went  in 
and  took  their  loss.  We  wouldn't  do  that  It  meant  $66  2/3, 
and  especially  to  us,  some  odd  thousand  dollars,  where  my  stock 
was  worth  $12,500  and  paying  dividends.  Nothing  was  done, 
and  we  were  urged  to  exchange  our  stock.  Suddenly  last  year 
later,  last  spring  or  last  summer  —  it  was  in  the  late  spring  —  I 
received  a  notice  saying  that  the  Hudson  River  Telephone  Com- 
pany had  been  sold  to  the  Central  New  York  Telephone  Company, 
at  the  price  of  $66.67  per  share,  to  turn  in  my  stock  at  that  price, 
and  receive  my  money  for  it.  Of  course,  I  would  not  do  that,  and 
the  matter  rests  there.  At  the  present  time  I  am  unable  to  find 
out  whether  my  company  is  earning  money  or  not,  whether  its 
earnings  are  being  diverted  to  the  interests  of  the  American  Tele- 
phone and  Telegraph  Company,  or  what  has  become  of  it.  I  know 
perfectly  well,  when  I  go  up  to  Albany,  or  when  I  go  around  there, 
and  use  a  telephone,  I  use  a  telephone  of  the  Hudson  River  Tele- 
phone Company;  I  pay  them  tolls;  I  telephone  down,  long  dis- 
tance, from  places  I  —  distance  up  through  there  like  Hoosick 
Falls  and  Troy,  and  telephone  to  my  office,  I  telephone  over  the 
Hudson  River  Telephone  Company,  but  I  am  unable  to  find  out 
whether  I  am  doing  that  at  a  decided  loss  to  the  Hudson  River, 
or  whether  I  ought  to  get  something  in  the  way  of  earnings.  This 
is  simply  the  experience  of  a  stockholder  and  the  bare  statement 
of  facts.  I  would  simply  add  to  this  that  the  price  of  $66  2/3 
per  share  was  put  upon  my  stock ;  no  explanation  was  given  to  me 
as  to  why,  although  I  asked  it  I  have  not  been  able  to  find  out 
whether  my  property  was  appraised  in  a  proper  manner;  they 
would  not  tell  me  that.  I  have  been  approached  by  a  person  who 
came  to  my  office  to  talk  with  me  about  it,  but  I  could  not  find  out 
whether  he  was  an  official  of  the  company  or  not,  and  therefore 
would  not  discuss  it.    I  thank  you  for  your  time. 

Chairman  Davis  :    Have  you  consulted  counsel  in  the  matter  ? 

Mr.  Peoctoe  :  I  have  not,  but  I  have  found  out  that  the  Hud- 
son River  Telephone  Company  is  not  merged  in  the  Central  New 
York  Telephone  Company  as  yet,  as  near  as  I  have  been  able  to 
find  out.    Should  I  find  that  such  a  thing  was  being  done,  I  should 
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immediately  not  only  take  action  against  the  Hudson  River  Tele- 
phone Company,  but  against  its  officers,  naturally.  In  the  mean- 
time, I  firmly  believe  that  my  stock  is  of  value  to  me  just  the  same 
as  it  is  to  the  American  Telephone  and  Telegraph  Company,  and 
was  perfectly  satisfied  with  it  before,  and  am  satisfied  with  it 
now,  and  perfectly  satisfied  it  would  pay  me  good  dividends  if 
let  alone ;  and  I  believe  if  supervision  had  been  exercised  over  the 
telephone  company,  they  would  not  have  been  allowed  to  borrow 
those  large  amounts  from  the  American  Telephone  and  Telegraph 
Company  which  they  did,  and  which  it  was  stated  to  me  that  they 
did,  and  therefore  it  has  been  sort  of  kept  along  and  allowed  to 
fight  the  other  company. 

Assemblyman  Meebitt  :  Your  idea  is  that  if  they  had  had  to 
apply  to  some  public  authority,  commission  or  court  where  these 
various  matters  would  have  been  inquired  into,  that  your  personal 
interest  would  have  been  guarded  as  it  has  not  been  by  reason  of 
what  they  have  been  able  to  do  ? 

Mr.  Peoctor  :  You  have  it  exactly,  sir ;  that  is  why  I  appear 
before  you.  The  damage  has  been  done  to  me,  as  far  as  that  goes, 
but  I  firmly  believe  I  still  have  an  interest  naturally,  and  I  firmly 
believe  that  my  stock  would  be  worth  something  if  looked  out  for. 

Chairman  Davis  :  It  ought  to  be  cared  for  some  way. 

Mr.  Proctor:  I  have  no  way  of  finding  out  what  they  are 
doing,  although  I  am  a  banker  myself,  unless  I  went  through  a 
great  deal  of  expense  of  various  kinds. 

Mr.  Page:  Mr.  Proctor,  did  you  give  the  date  when  you  be- 
came a  shareholder  of  the  Hudson  River  Telephone  Company  ? 

Mr.  Proctor:  It  was  in  1897  or  1898.  I  have  that  exact  date; 
it  is  on  my  certificate  of  stock. 

Mr.  Page  :  And  what  dividends  did  that  stock  pay  at  the  time 
that  you  bought  it,  or  during  the  years  succeeding  your  purchase  ? 

Mr.  Proctor:  It  paid  between  five  and  six,  and  we  got  extra 
dividends  in  the  way  of  rights  to  subscribe ;  I  calculated  a  full  & 
per  cent,  upon  the  investment. 

Mr.  Page:  Your  extra  dividends  in  the  way  of  rights  to  sub- 
scribe, was  that  a  right  given  to  the  stockholders  ? 

Mr.  Proctor  :  To  the  stockholders. 

Mr.  Page  :  You  subscribed  for  an  increase  of  stock  ? 
Mr.  Proctor:  Yes,  sir. 
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Mr.  Page:  Each  taking  a  pro  rata  part  of  that  in  accordance 
with  their  then  holdings  ? 

Mr.  Proctor:  Now  I  remember  that  once  I  got  seven  and  a 
half,  a  right  for  seven  and  a  half  shares,  and  once  something  else ; 
I  remember  that  particularly,  because  I  had  to  figure  around  and 
swop  off  that  extra  half  share ;  I  have  all  the  data. 

Mr.  Page  :  When  you  had  that  right  to  subscribe,  did  you  sub- 
scribe for  the  stock  ? 


Mr.  Proctor:  I  increased  my  holdings  from  100  shares  to  125 
shares  in  all. 

Mr.  Page  :  And  all  of  that  came  through  your  having  the  right 
to  subscribe  for  an  increase  of  stock  ? 

Mr.  Proctor  :  It  did,  sir. 

Mr.  Page  :  What  year  did  you  say  the  company  stopped  paying 
dividends,  was  it  1907  ? 

Mr.  Proctor:  This  is  a  letter  from  the  president  of  the  com- 
pany, stating  that  the  last  dividend  was  on  Octolx^r  15,  1907. 

Mr.  Page  :  Have  you  received  any  financial  statement  from  the 
company  since  1907? 

Mr.  Proctor:  I  believe  the  last  annual  report  was  the  1907 
report. 

Mr.  Page  :   Have  you  that  with  you  ? 
Mr.  Proctor:  I  have  not;  it  is  at  my  office. 
Mr.  Page:    Would  you  be  willing  to  furnish  it  to  the  Com- 
mittee ? 

Mr.  Proctor;  Yes,  sir,  be  perfectly  willing,  and  my  entire 
correspondence,  if  you  wish. 

Mr.  Page:  Are  you  aware  of  the  fact  that  the  Hudson  River 
Telephone  Company  at  the  present  time  owns  no  property  what- 
ever except  its  right  to  exist  as  a  corpora-tion  ? 

Mr.  Proctor:  I  was  not  aware  of  that  fact.  I  have  learned 
something  else. 

Mr.  Page:  Are  you  aware  of  the  fact  that  all  of  its  property 
was  sold  out  to  the  Central  Xew  York  Telephone  and  Telegraph 
Company  within  the  past  year? 

Mr.  Proctor  :  They  stated  that  such  was  the  case,  at  the  price 
of  sixtv-six  and  two-thirds  dollars  a  share. 
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Mr.  Paoe  :  Didn't  you  believe  their  statement  ? 

Mr.  Proctor:  I  took  some  of  their  statements  with  consider- 
able indifference,  like  I  took  the  affidavit  of  one  of  their  officials 
that  he  had  mailed  notice  of  their  meeting  to  me,  which  I  never 
got  at  my  place  of  business.  I  stated  to  him  at  the  time  I  won- 
dered about  it ;  they  said  they  wanted  to  be  sure  I  was  there,  and 
called  me  up  over  the  telephone;  there  was  no  record  at  the  time 
that  I  had  been  called  up. 

Mr.  Page:  You  think  they  were  more  apt  to  be  mistaken  in 
regard  to  the  mailing  than  the  postal  service  was  apt  to  be  at  fault  ? 

Mr.  Proctor:  My  business  experience  of  twenty  years  would 
lead  me  to  believe  that. 

Mr.  Page:  Are  you  aware  of  the  fact  that  the  Central  New 
York  Telephone  and  Telegraph  Company,  since  it  purchased  the 
property  of  the  Hudson  River  Telephone  Company,  was  merged 
with  the  New  York  Telephone  Company  ? 

Mr.  Proctor  :  No,  sir,  I  did  not  know  that. 

Mr.  Page:  And  that  the  New  York  Telephone  Company  now 
owns  all  the  property  of  the  Hudson  River  Telephone  Company  ? 

Mr.  Proctor:  I  don't  think  they  own  125  shares  of  the  stock, 
sir. 

Mr.  Page  :  I  am  not  speaking  of  the  stock,  or  the  right  to  exist; 
I  am  speaking  of  the  tangible  property. 

Mr.  Proctor  :  No,  sir,  I  did  not  know  that. 

Edwin  Gibbs,  called  as  a  witness,  being  duly  sworn,  testified 
as  follows : 

Q.  Mr.  Gibbs,  are  you  employed  by  the  Farmers'  Loan  and 
Trust  Company  ?    A.  I  am. 

Q.  Are  you  here  pursuant  to  a  subpoena  or  a  request  to  pro- 
duce a  certain  trust  mortgage  ?    A.  I  am. 

Q.  That  was  given  to  your  company  ?    A.  Yes,  sir. 

Q.  Have  you  the  mortgage  ?    A.  I  have  it  here. 

Q.  And  is  that  mortgage  one  given  by  the  Commercial  Cable 
Company  to  the  Farmers'  Loan  and  Trust  Company  as  trustee? 
A.  That  is  one  of  the  original  mortgages,  yes,  sir. 

Q.  Given  to  secure  an  issue  of  five-hundred-year  4  per  cent, 
gold  bonds  and  debenture  stock  ?    A.  That  is. 


366  [Senatb 

Q.  And  appears  to  have  been  received  for  record  in  Providence, 
Rhode  Island,  January  8,  1807,  at  4:20  p.  m.  ?  A.  That  is  right. 
I  might  explain  there  are  a  number  of  these  mortgages,  and  this 
is  only  one  of  the  original  copies. 

Q.  This  is  one  of  the  several  original  mortgages  which  v^ere 
executed  ?    A.  Yes,  sir. 

Q.  And  left  simultaneously  in  different  offices  for  record? 
A.  It  is. 

Q.  Will  you,  or  the  Farmers'  Loan  and  Trust  Company,  fur- 
nish to  the  Committee  for  its  use  in  connection  with  this  investi- 
gation a  copy  of  this  mortgage?  A.  We  can  procure  a  copy;  we 
can  have  a  typewritten  copy  made. 

Q.  You  can  procure  a  printed  copy  like  this  one?  A.  I  think 
we  can,  because  it  is  a  printed  mortgage. 

Q.  Does  this  mortgage  recite  certain  securities  as  having  been 
deposited  with  the  Farmers'  Loan  and  Trust  Company  as  col- 
lateral security  for  the  bonds  that  were  issued  under  the  mort- 
gage ?    A.  It  does. 

Q.  I  call  your  attention  to  a  paragraph  on  page  17  of  the  mort- 
gage and  ask  you  to  read  it.  A.  "  Three  hundred  shares  of  the 
capital  stock  of  the  New  England  Telegraph  Company  of  Massa- 
chusetts, a  corporation  organized  under  the  laws  of  the  State  of 
Massachusetts,  of  the  par  value  of  one  hundred  dollars  ($100.00) 
each,  being  the  entire  capital  stock  of  that  company." 

Q.  Will  you  read  the  next  succeeding  paragraph  ?  A.  ''  Twenty- 
eight  hundred  shares  of  the  capital  stock  of  the  New  England 
Telephone  Company,  a  corporation  organized  under  the  laws  of 
.the  State  of  New  York,  of  the  par  value  of  one  hundred  dollars 
-each  ($100.00),  being  the  entire  capital  stock  of  that  company." 

Q.  And  do  you  understand  that  that  is  all  that  was  deposited 
by  the  New  England  Telcgrai)h  Company,  or  of  the  capital  stock 
Becuritics  of  the  New  England  Telograj)h  (^ompany  of  the  State 
of  New  York,  as  collateral  to  that  mortgage  ?  A.  T  am  prepared 
to  answer  that  question  as  to  the  New  England  Telegraph  Com- 
pany of  Massachusetts,  but  not  as  to  the  other. 

Q.  How  as  to  the  one  organized  in  Now  York  ?  A.  I  had  my 
office  on  the  telephone,  and  in  regard  to  the  New  York  company, 
I  understood  that  there  were  five  additional  shares  to  that  2,800 
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shares;  of  course,  that  I  would  have  to  look  into  before  I  can 
testify  positively. 

Q.  You  understand  from  your  office  that  there  were  2,805 
shares  of  the  capital  stock  of  the  New  England  Telegraph  Com- 
pany of  Xew  York  deposited  as  collateral  to  that  mortgage?  A. 
Yes,  sir. 

Q.  That  is  that  mortgage  which  we  have  been  talking  about? 
A.  Yes,  sir. 

Q.  Were  there  any  bonds  of  the  Xew  England  Telegraph  Com- 
pany of  New  York  ever  deposited  as  a  part  of  the  collateral  held 
by  your  company  under  this  mortgage  ?  A.  I  think  not.  I  would 
like  to  look  it  up  to  be  sure. 

Q.  Just  look  and  make  sure.  A.  As  I  remember,  there  were 
no  bonds  deposited  under  this  mortgage.  They  were  all  stocks 
of  the  various  companies. 

Q.  Do  you  understand  that  the  New  England  Telegraph  Com- 
pany of  New  York  that  is  referred  to  in  that  mortgage  is  a  tele- 
graph company  that  is  carrying  on  active  operations  in  that  line 
within  the  State  of  New  York  ?    A.  That  I  could  not  testify  on. 

Q.  Do  you  understand  that  it  is  one  of  the  companies  that  is 
known  as  a  Postal  company?  A.  You  mean  by  that,  that  it  is 
under  the  control  of  the  Postal  Telegraph  Company  ? 

Q.  Yes.    A.  That  I  could  not  testify  to. 

Q.  Do  you  understand  that  it  is  one  of  the  companies  that  are 
controlled  by  the  Commercial  Cable  Company?  A.  I  should 
judge  so  from  the  fact  that  that  very  stock  was  deposited  as  col- 
lateral under  that  mortgage,  in  the  case  of  the  Massachusetts  com- 
pany —  this  300  shares  of  the  capital  stock  of  the  company. 

Q.  Coming  back  to  the  New  England  Telegraph  Company  of 
New  York.  Who  votes  the  stock  which  the  Farmers'  Loan  and 
Trust  Company  holds  as  trustee  under  this  mortgage  or  trust  agree- 
ment ?  A.  The  Farmers'  Loan  and  Trust  Company  issues  a  proxy 
to  be  used  at  the  annual  meetings,  but  I  would  have  to  examine 
those  proxies  before  I  could  answer  that  question. 

Q.  Does  that  apply  generally  to  all  of  the  companies  whose  stock 
is  deposited,  or  has  been  deposited,  as  collateral  to  this  mortgage  ? 
A.  It  does. 

Q.  And  does  it  apply  particularly  to  the  New  England  Tele- 
graph Company  of  New  York?     A.  I  am  not  positive  that  we 
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gave  a  proxy  every  year  on  that  company,  but  as  a  matter  of 
practice  I  think  we  vote  the  stock  of  these  various  companies  by 
proxy  annually,  and  if  there  are  any  special  meetings  we  issue  a 
special  proxy. 

Q.  Are  you  positive  that  a  proxy  has  ever  actually  been  given 
by  the  Farmers'  Loan  and  Trust  Company  as  trustee  to  any  firm 
or  corporation  to  vote  the  2,805  shares  of  stock  which  the  company 
holds  in  the  New  England  Telegraph  Company  of  New  York? 
A.  I  am  not  positive. 

Q.  Can  you  inform  yourself  in  regard  to  that?  A.  I  think  I 
can,  yes,  sir. 

Q.  Does  the  Farmers'  Loan  and  Trust  Company  keep  copies  of 
those  proxies  ?    A.  We  do. 

Q.  Will  you  produce  the  proxies  which  have  been  issued  for 
voting  the  stock  of  the  New  England  Telegraph  Company  of  New 
York  for  the  past  ten  years  ?    A.  I  will  attempt  to  produce  those. 

Q.  Could  you  produce  them  this  afternoon?  A.  No;  they  are 
pasted  in  books. 

Q.  It  would  be  difficult  to  do  it  this  afternoon  ?    A.  Yes,  sir. 

Q.  Have  you  any  idea  as  to  who  does  vote  that  stock?  A.  I 
am  not  sufficiently  familiar  with  that  end  of  it  to  know  that;  of 
course,  I  could  inform  myself. 

Q.  You  could  inform  yourself  absolutely  as  to  who  the  proxy 
has  been  issued  to  in  each  case  ?    A.  Yes,  sir. 

Q.  You  will  do  that  ?    A.  I  will  do  that. 

Q.  And  furnish  the  information  to  the  Committee?  A.  Yes, 
sir. 

Q.  And  you  will  also  furnish  a  copy  of  this  trust  mortgage? 
A.  Yes,  sir. 

Mr.  Page:  That  is  all.  Mr.  Chairman,  I  have  here  a  com- 
plaint, which  perhaps  belonged  ahead  of  the  testimony  of  Mr. 
Gibbs,  which  I  would  like  to  read.  I  will  also  read  the  exhibits 
attached  to  the  complaint     (Reading.) 

I  will  recall  Mr.  Cuyler. 

Tjieodore  L.  Cuyler,  Jr.,  recalled : 

Chairman  Davis:  Now,  Mr.  Cuyler,  bear  in  mind  that  the 
Committee  had  great  difficulty  in  hearing  you.     I  trust  that  you 
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will  endeavor  to  strengthen  your  voice  just  a  little  bit,  so  that  yon 
can  be  heard. 

Mr.  Cutler  :  I  will,  Senator  Davis ;  I  think  I  can  speak  so  you 
can  all  hear  me. 

Chairman  Davis  :  Yes,  I  know  that  you  can. 

By  Mr.  Page: 

Q.  You  are  still  the  treasurer  of  the  New  England  Telegraph 
Company  ?    A.  I  am.    Mr.  Page,  may  I  interrupt  you  a  moment  ? 

Q.  Certainly,  anybody  can  interrupt  me.  A.  You  asked  me  to 
prepare  some  information  for  this  hearing  to-day.  I  promised  to 
do  so,  and  if  it  meets  with  your  approval  I  will  read  the  answers 
to  those  questions  that  you  asked  me,  for  the  benefit  of  the  Com- 
mittee. 

Q.  I  will  be  very  much  obliged  if  you  will  do  that.  Let  me 
turn  to  the  record  and  see  just  what  those  questions  were.  The 
first  was :  "  Can  you  inform  yourself  as  to  the  number  of  years 
ago  that  the  plant  was  purchased  for  $50,000  ?  "  A.  If  you  have 
no  objection,  I  will  read  it  consecutively,  and  I  think  it  covers 
the  questions  you  asked  me. 

Q.  All  right,  sir.  Before  getting  to  that,  I  would  like  to  ask 
one  question  ?    A.  Yes,  sir. 

Q.  Have  you  read  over  any  stenographic  report  of  your  testi- 
mony ?    A.  I  have. 

Q.  Given  the  other  day  ?    A.  I  have. 

Q.  Are  there  any  corrections  which  you  wish  to  make  in  regard 
to  that  testimony  or  any  part  of  it?  A.  I  refer  to  that  in  this 
statement  which  I  will  read. 

Q.  Very  well,  if  you  will,  proceed  and  read  the  statement  then. 
A.  In  reply  to  your  inquiry  as  to  the  issue  of  $50,000  capital 
stock  in  the  New  England  Telegraph  Company,  I  would  say  that 
I  have  examined  into  the  old  records  and  stock  books  of  1883, 
when  the  company  was  organized,  and  it  is  impossible  to  gather 
from  them  whether  the  stock  was  issued  in  payment  for  the  con- 
struction of  telegraph  lines  or  whether  it  was  issued  for  cash,  and 
the  cash  used  to  construct  the  lines.  I  was  not  connected  with 
the  company  at  that  time  and  know  nothing  of  its  affairs  of  that 
date  of  ray  own  knowledge.  You  also  wished  me  to  ascertain  how 
many  telegraph  lines  were  then  owned  by  that  company  and  how 
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many  have  been  acquired  since.  I  am  informed  that  the  first 
telegraph  line  constructed  by  that  company  was  from  New  York 
city  to  Boston  and  that  other  telegraph  lines  were  either  con- 
structed or  acquired  afterwards,  but  I  have  found  it  impossible  to 
ascertain  from  the  records  or  from  any  other  source  as  to  just 
when  each  line  was  constructed,  esf^ecially  as  they  were  con- 
structed as  they  were  needed.  A  large  part  of  the  telegraph  lines 
now  owned  by  the  New  England  Telegraph  Company  were  for- 
merly owned  by  the  Postal  Telegraph-Cable  Company,  as  I  will 
explain  a  little  later.  As  to  the  amount  of  cash  which  the  New 
England  Telegraph  Company  had  on  hand  on  December  31,  1908, 
it  was  $5,132.25.  In  compliance  with  your  request  that  I  pro- 
duce one  of  the  connecting  line  contracts  of  that  company,  I  have 
one  here  between  that  company  and  the  Postal  Telegraph  Com- 
pany, a  Pennsylvania  telegraph  company.  You  asked  me  to  ascer- 
tain more  definitely  the  relations  between  the  Postal  Telegraph- 
Cable  Company  and  the  New  England  Telegraph  Company  and 
the  reason  why  telegraph  blanks  of  the  former  are  used.  On 
January  1,  1897,  the  Postal  Telegraph  Company  sold  its  prop- 
erty, excepting  such  rights  and  contracts  as  could  not  be  sold  and 
transferred,  espei'ially  rights  acquired  under  the  Post  Road  Act 
of  Congress  of  July  24,  1866,  known  as  the  Post  Eoad  Act  of 
Congress,  these  rights  IxMug  particularly  in  the  Far  Weet,  where 
lines  were  built  on  the  public  domain.  All  the  property  in  New 
York  State  owned  at  that  time  by  the  Postal  Telegraph-Cable  Com- 
pany was  acquired  by  the  New  England  Telegraph  Company, 
which  was  incorporated  in  1883,  three  years  before  the  Postal 
Telegraph-Cable  Company  was  incorporated,  and  for  a  number  of 
years  last  past  all  that  property  has  been  owned  by  and  taxed 
against  the  New  England  Telegraph  Company,  and  none  of  it 
has  escaped  taxation  that  I  know  of.  Regular  reports  have  been 
made  for  years  to  the  State  and  local  tax  authorities  in  the  name 
of  the  New  England  Telegraph  Company,  and  there  has  been  no 
concealment  of  that  fact.  It  was  important,  however,  that  the 
Postal  Tel ograph-C able  Company  blanks,  which  have  become 
familiar  to  the  public  by  a  great  many  years'  use,  should  continue 
to  be  used,  so  that  the  good  will  of  the  public  and  the  identity  of 
the  business  might  be  preserved.     If  a  person  started  to  send  a 
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telegram  by  the  Postal,  he  would  not  stop  at  an  office  labelled 
I^ew  England  Telegraph  Company  and  having  blanks  in  that 
name.  If  we  had  changed  all  the  telegraph  blanks  so  as  to  use 
the  name  "  New  England  Telegraph  Company,"  the  good  will 
which  has  been  built  up  by  a  great  many  years  of  hard  labor 
would  be  affected  and  the  public  would  not  know  the  company 
they  were  patronizing.  We  accordingly  have  continued  to  use  the 
Postal  blanks,  and  this  is  quite  similar  to  the  custom  of  steamship 
lines  and  fast  freight  lines,  which  use  special  words  to  designate 
their  business  and  lines,  although  it  is  not  the  incorporated  name 
of  the  company  that  does  the  business.  The  Postal  Telegraph- 
Cable  Company  is  a  going  concern  and  does  tave  interests  in  the 
West,  and  it  does  transact  a  certain  amount  of  business.  For  in- 
stance, it  renews  in  its  own  name  old  contracts  where  there  are 
special  reasons  for  so  doing.  I  was  under  the  impression  that  it 
transacted  no  business  whatsoever,  but  I  find  that  that  was  a 
mistake.  It  was  correct,  however,  as  to  the  property  and  business 
in  New  York  State  and  it  was  New  York  State  only  that  I  had  in 
mind.  It  promptly  fulfills  all  its  contracts,  and  whenever  any 
judgment  is  obtained  against  it  the  judgment  is  promptly  paid, 
if  not  appealed  from,  and  no  embarrassment  has  resulted  from  this 
preservation  of  the  good  will  connected  with  its  name.  I  would 
mention,  also,  that  the  Postal  Telegraph-Cable  Company  had  thou- 
4sands  of  contracts  in  its  name  at  the  time  of  the  sale  on  January 
1,  1897,  and  these  contracts,  so  far  as  they  pertain  to  New  York, 
lave  been  gradually  changed  to  the  name  of  the  New  England 
Telegraph  Company,  and  most  of  that  work  has  been  accomplished, 
but  many  such  contracts,  particularly  outside  of  New  York  State, 
still  exist,  and  it  would  not  do  to  dissolve  that  company  for  the 
present.  However,  in  order  to  avoid  any  possible  future  misap- 
prehension on  this  subject,  we  have  started  proceedings  to  change 
the  name  of  the  New  England  Telegraph  Company  to  that  of* 
Postal  Telegraph-Cable  Company,  the  name  of  the  latter  com- 
pany having  first  been  changed.  I  might  mention  that  when  the 
Postal  Telegraph-Cable  Company  sold  its  property  in  New  York 
State  on  January  1,  1897,  it  gave  the  purchaser  the  right  to  use 
its  name  in  the  transaction  of  the  telegraph  business,  especially 
on  the  blanks,  so  as  to  transfer  the  trademark  and  good  will.     As 
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to  the  word  "  incorporated,"  which  is  added  to  the  name,  that 
is  added  because  the  statutes  of  some  states  require  that  to  be 
added,  especially  in  Kentucky,  and  inasmuch  as  the  blanks  are 
printed  in  vast  quantities  the  same  blank  is  used  everywhere. 
The  Western  Union  Telegraph  Company  adds  the  same  word  to 
its  name  on  the  blanks. 

Q.  You  say  that  you  read  over  the  minutes  of  your  testimony 
that  was  taken  on  Thursday  ?    A.  Yes,  sir. 

Q.  Who  was  with  you  at  the  time  that  you  read  it  over?  A, 
No  one. 

Q.  All  alone  ?    A.  I  was  all  alone,  yes,  sir. 

Q.  Where  were  you  ?  A.  In  my  office  in  the  Postal  Telegraph 
building. 

Q.  When  was  this  statement  prepared  that  you  have  just  read  ? 
A.  This  was  prepared,  I  don't  remember  what  day,  perhaps 
within  the  last  day  or  two. 

Q.  It  was  prepared  since  last  Thursday,  I  suppose?  A.  Oh, 
yes,  sir;  yes,  that  is  right. 

Q.  Isn't  your  memory  sufficiently  good  so  you  can  tell  on  what 
day  it  was  prepared?  A.  Yes,  I  think  part  of  it  was  prepared 
one  day  and  part  another  day. 

Q.  What  day  was  the  first  part  of  it  prepared  ?    A.  On  Friday. 

Q.  Of  last  week  ?    A.  Last  week  Friday,  yes. 

Q.  How  much  of  it  was  prepared  that  day  ?  A.  I  don't  remem- 
ber, Mr.  Page.  It  was  finished  yesterday ;  we  finished  making  out 
the  statement. 

Q.  When  you  say  "  we  finished  it  yesterday,"  who  do  you  refer 
to  besides  yourself?  A.  I  consulted  with  our  general  counsel  on 
this  subject. 

Q.  Who  is  your  general  counsel  ?    A.  His  name  is  Cook. 

Q.  Mr.  Cook  ?    A.  Yes,  sir. 

Q.  What  is  his  first  name  ?    A.  William  W.  Cook. 

Q.  Did  you  consult  with  him  after  the  subpoena  was  served  on 
you  last  week  and  before  you  testified  ?  A.  I  mentioned  it  to  him, 
yes. 

Q.  Did  you  consult  with  him  ?    A.  Not  to  any  extent,  no. 

Q.  To  what  extent  ?  A.  I  merely  showed  him  the  subpoena  and 
said  I  had  received  it ;  he  said  to  go  over  and  testify. 
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Q.  What  else  did  he  say  ?    A.  Very  little  more. 

Q.  What  was  that  very  little?  A.  To  give  them  what  infor- 
mation I  could. 

Q.  Did  yon  ?    A.  I  did. 

Q.  You  told  all  you  knew  that  day  ?    A.  Yes,  sir. 

Q.  Where  did  you  get  the  additional  information  that  is  con- 
tained in  this  statement  ?    A.  From  consultation  with  our  officials. 

Q.  ;Now,  when  did  you  say  that  the  Xew  England  Telegraph 
Company  was  incorporated  ?    A.  I  understand  it  was  in  1883. 

Q.  That  is,  the  New  England  Telegraph  Company  of  New 
York?  A.  Yes,  sir,  the  New  England  Telegraph  Company  of 
New  York. 

Q.  And  the  first  thing  it  did  was  to  build  a  line  from  New 
Y'^ork  to  Boston  ?  A.  I  don't  know  anything  about  this,  Mr.  Page ; 
I  was  not  treasurer  then  at  all;  I  know  nothing  about  those  mat- 
ters. 

Q.  In  this  statement  that  you  have  just  read  into  the  record 
as  part  of  your  testimony,  and  as  a  correction  of  your  testimony, 
you  said:  "  I  am  informed  that  the  first  telephone  line  constructed 
by  this  company  was  from  New  York  to  Boston."  Who  informed 
you  ?  A.  The  information  was  furnished  from  the  l)ook3  of  that 
company,  the  minute  books,  I  believe. 

Q.  Do  you  have  access  to  the  books  ?  A.  I  do  not  keep  those 
books,  no ;  I  do  not  really  have  access  to  them  at  all. 

Q.  Whom  did  you  see  in  regard  to  getting  access  to  the  books? 
A.  I  take  it  that  several  of  the  oflUcials  of  the  company  — 

Q.  What  ones  ?    A.  Why,  the  president. 

Q.  And  who  is  the  president  ?    A.  Mr.  Nally. 

Q.  Who  else  did  you  talk  with?    A.  With  the  general  counsel. 

Q.  Any  one  else?  A.  Why,  there  might  have  been  some  one 
else  there. 

Q.  Who  ?    A.  Those  were  the  principal  ones,  though. 

Q.  Who  else  was  there?  A.  I  don't  remember.  Those  two 
gentlemen  were  there.    My  conversation  was  with  them. 

Q.  Are  you  prepared  to  say  there  was  not  any  one  else  present 
at  that  time  ?    A.  No,  I  am  not. 

Q.  Are  you  prepared  to  say  that  there  was?  A.  Why,  there 
might  have  been  some  one  else  there ;  Mr.  Piatt  might  have  been 
th^re. 
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Q.  Mr.  Piatt  might  have  been  there  ?    A.  Yes. 

Q.  What  Mr.  Piatt?  A.  He  does  not  occupy  any  office  —  he 
is  treasurer  of  the  Postal  Telegraph  Company. 

Q.  What  is  his  first  name  ?    A.  Edward  C. 

Q.  You  say  he  might  have  been  theix*?     A.  Yes. 

Q.  I  Now,  was  he  there  ?    A.  I  believe  he  was,  part  of  the  time. 

Q.  What  is  the  basis  for  that  belief  that  you  have  that  Mr^ 
Piatt  was  present?  A.  He  came  into  the  room  while  we  were 
talking. 

Q.  You  know  he  was  there  ?    A.  Yes. 

Q.  Why  don't  you  answer  right  up  frankly  and  not  act  con- 
tinually  as  though  you  were  trying  to  keep  something  back,  that 
is  unimportant,  perhaps  ?  Are  you  afraid  that  you  will  say  some- 
thing  that  might  be  important  for  this  Committee  to  know?  A. 
That  is  not  my  object ;  but  I  really  don't  know  what  you  want  me 
to  answer  these  questions  for. 

Q.  I  want  you  to  answer  these  questions  because  I  ask  these 
questions,  and  if  you  answer  them  fully,  freely  and  frankly  it  will 
help  some.    A.  I  will  try. 

Q.  Now,  who  was  there  besides  Mr.  Piatt  and  Mr.  Nally  and 
Mr.  Cook  ?    A.  Mr.  Beck. 

Q.  Who  is  Mr.  Beck  ?  A.  Beck  is  secretary  of  the  Commercial 
Cable  Company. 

Q.  Any  one  else  ?  A.  Mr.  Ward ;  at  one  of  the  conferences  wft 
had  Mr.  Ward. 

Q.  What  is  Mr.  Ward's  first  name  ?    A.  George  G.  Ward. 

Q.  What  is  his  position  with  the  company?  A.  He  is  vice* 
president,  I  believe,  of  the  Commercial  Cable  Company. 

Q.  What  is  Mr.  Beck's  first  name  ?    A.  Albert. 

Q.  Any  one  else  present  at  the  time  ?    A.  No. 

Q.  Now,  this  statement  which  you  have  read  was  dictated  to^ 
a  stenographer  by  some  one,  wasn't  it  ?    A.  It  was. 

Q.  Who  dictated  it  ?     A.  The  general  counsel. 

Q.  Then  you  are  reading  the  general  counsel's  speech  to  the 
Committee,  are  you  not  ?  A.  I  am  reading  the  statement  that  he 
prepared,  yes. 

Q,  Very  well ;  call  it  an  address  or  a  statement  or  anything  you 
like.    A.  All  right. 
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Q.  Then  it  is  the  general  counsePs  mind  in  your  mouth  that 
is  talking  to  the  Committee  in  regard  to  the  matters  set  forth  in 
that  statement  ?    A.  Yes. 

Q.  Is  that  correct  ?    A.  If  you  wish  to  have  it  so. 

Q.  I  don't  wish  anything  about  it;  I  want  to  get  the  facts.  A.  I 
have  told  you  the  facts,  Mr.  Page. 

Q.  How  do  you  know  they  are  facts  if  the  general  counsel 
handed  you  the  statements  ?    A.  I  answered  your  question. 

Q.  Are  you  prepared  to  take  any  statement  that  the  general 
counsel  gives  you  and  come  in  here  and  swear  to  it?  A.  I  have 
verified  that  as  far  as  looking  at  the  books  is  concerned  and  refresh- 
ing my  memory  on  those  other  points  in  answering  your  question. 

Q.  How  did  you  refresh  your  memory  in  regard  to  the  build- 
ing of  the  line  from  New  York  to  Boston  in  1883  ?  A.  Only  from 
looking  at  the  minute  book. 

Q.  Did  the  minute  book  show  the  construction  of  that  line? 
A.  There  was  a  statement  that  such  a  line  had  been  constructed; 
but  I  did  not  look  all  through  the  books. 

Q.  You  did  not  look  beyond  that  statement,  did  you  ?  A.  No, 
I  did  not. 

Q.  Do  you  know  what  other  lines  were  built  by  that  company 
between  1883  and  1897  ?    A.  I  do  not. 

Q.  Have  you  any  idea  in  regard  to  that  ?    A.  I  have  not. 

Q,  Any  way  you  could  find  out?  A.  I  don't  think  so;  that  is 
not  in  my  department  at  all. 

Q.  Could  you  find  that  by  looking  at  that  same  book?  A.  I 
don't  know,  sir. 

Q.  Why  ?  A.  I  explained  to  you  that  is  not  in  my  department. 
I  have  nothing  to  do  with  construction  of  lines  or  anything  of  that 
kind  at  all. 

Q.  Who  would  know  about  that?  A.  I  don't  know;  perhaps 
one  of  the  other  officers. 

Q.  Which  one  do  you  think  would  know  about  that  ?  A.  Prob- 
ably the  president. 

Q.  Is  he  the  only  person  in  the  world  that  knows  ?  A.  Well,  I 
don't  know.  Let  me  interrupt  you  a  moment :  I  am  not  trying  to 
evade  your  answers;  I  am  trying  to  tell  you  I  don't  know  these 
things,  and  if  you  desire  this  information,  I  wish  you  would  ask 
some  one  else,  because  I  can  not  furnish  it. 
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Q.  My  dear  Mr.  Cuyler,  I  am  not  asking  you  to  testify  to  some- 
thing you  don't  know  about,  but  you  are  here  on  the  witness  stand 
and  I  am  asking  you  questions.  If  you  don't  know  about  them, 
I  am  trying  to  find  out  from  you  who  does,  and  when  we  find  out 
we  will  subpffina  the  people  who  do  know.  A.  I  am  trying  to  tell 
you,  and  I  have  just  told  you  the  men  who  probably  knew. 

Q.  Do  you  understand  that  between  1883  and  1897,  the  Tele- 
graph Company  of  New  England  did  build  certain  lines  of  tele- 
graph? A.  I  do  not  wish  to  testify  in  regard  to  that;  I  was 
not  an  ofiicer  and  do  not  know  anything  about  their  affairs. 

Q.  When  did  you  become  an  officer  of  the  company  ?  A.  Only  a 
few  years  ago. 

Q.  You  spoke  in  your  statement  about  a  sale  in  1897.  You 
testified  that  on  January  1,  1897,  the  Postal  Telegraph  Company 
sold  its  property,  excepting  such  rights  and  contract  as  could  not 
be  sold  and  transferred;  whom  did  they  sell  them  to?  A.  The 
Postal  Company  sold  their  rights  — 

Q.  That  is  what  you  have  sworn  to  ?  A.  —  to  the  Xew  England 
Telegraph  Company,  of  the  property  in  New  York  State. 

Q.  And  then  that  relates  only  to  the  property  within  the  State 
of  Xew  York  ?    A.  Yes. 

Q.  Prior  to  January  1,  1897,  did  the  New  England  Telegraph 
Company  own  any  property  in  the  State  of  Xew  York  ?  A.  I  can- 
not testify  on  that.    I  was  not  an  officer  and  know  nothing  about  it. 

Q.  Who  would  know  ?    A.  I  don't  know. 

Q.  You  have  testified  that  it  was  important  that  the  Postal 
Telegraph  Cable  Company  blanks  which  have  become  familiar  to 
the  public  from  a  great  many  years'  use,  should  continue  to  be  used, 
so  that  the  good  will  of  the  public  and  the  identity  of  the  business 
might  be  preserved ;  why  was  that  important  ?  A.  I  think  that 
explains  itself;  being  known  to  the  public  imder  that  name. 

Q.  Do  you  mean  it  was  important  to  the  public,  or  important 
to  the  Xew  England  Telegraph  Company,  or  important  to  the 
Postal  Telegraph  Company?  A.  It  was  mutually  important  to 
the  public  and  to  the  telegraph  company. 

Q.  You  go  on  in  your  testimony  and  say  if  a  person  started  to 
send  a  telegram  by  the  Postal,  he  would  not  stop  at  an  office 
labeled  "  Xew  England  Telegraph  Company,"  and  having  blanks 
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in  that  name;  I  suppose  the  reverse  of  that  is  that  if  he  wanted  to 
send  a  message  by  the  Xew  England  Telegraph  Company,  he 
would  stop  at  an  office  labeled  "  Postal ;"  is  that  correct  ?  A.  I 
don't  know.    Probably  that  is  a  good  way  of  reasoning,  Mr.  Page. 

Q.  What  fault  do  you  find  with  that  reasoning  ?  A.  I  did  not 
take  any  exception  to  it. 

Q.  What  is  the  fact?  A.  The  fact  is  that,  as  I  have  stated,  the 
New  England  Telegraph  Company  uses  the  Postal  name  and  uses 
its  blanks. 

Q.  So  that  the  fact  is,  if  any  one  in  the  State  of  New  York 
wanted  to  send  a  message  by  the  New  England  Telegraph  Com- 
pany, he  would  have  to  go  to  an  office  named  "  Postal  "  ?  A.  They 
would. 

Q.  And  use  blanks  labeled  ^^  Postal  "  ?    A.  Yes. 

Q.  You  say,  "  If  we  had  changed  the  telegraph  blanks,  so  as 
to  use  the  name  *  New  England  Company,'  the  good  will  built  up 
by  a  great  many  years'  hard  labor,  would  be  aflFected,  and  the 
public  would  not  know  the  company  they  were  patronizing."  That 
is  what  vou  testified  ?    A.  Yes. 

Q.  Does  the  public  now  know  the  name  of  the  company  they  are 
patronizing?  A.  No,  they  do  not;  if  you  mean  in  New  York 
State,  the  New  England  Telegraph  Company,  they  don't  know  the 
name. 

Q.  My  question  related  only  to  New  York  State.  Does  the 
public  now  know  generally  the  name  of  the  company  they  are 
patronizing?    A.  No. 

Q.  And  you  do  not  deem  it  important  they  should  know?  A. 
Not  in  view  of  the  explanation  I  have  made. 

Q.  Do  you  in  any  view?  A.  A  person  has  a  right  to  delegate 
the  use  of  a  name  to  some  one  else,  if  they  so  elect. 

Q.  Do  you  think  that  the  people  generally  that  are  dealing  with 
a  public  service  corporation  have  a  right  to  know  the  name  of  the 
company  they  are  dealing  with  ?  A.  I  do  not  wish  to  express  an 
opinion. 

Q.  Why  ?  A.  I  do  not  see  why  I  should  be  asked  to  express  an 
opinion  on  matters  of  that  kind. 

Q.  Because  the  Committee  is  gathering  the  information  of 
representative  men  respecting  a  great  question?     A.  I  am  very 
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glad  to  be  placed  in  that  category.  I  do  not  see  why  you  should 
ask  me  to  give  you  the  benefit  of  my  opinion  on  a  subject  that  don't 
pertain  to  this.  I  don't  know  what  the  public  might  have  to  say 
about  matters  of  that  kind. 

Q.  You  do  not  feel  you  represent  the  public  ?    A.  I  do  not. 

Q.  Do  you  care  what  the  public  thinks  about  it?  A.  Again  I 
don't  think  that  I  should  be  asked  a  question  of  that  kind. 

Q.  Who  told  you  to  say  that  ?    A.  No  one ;  that  is  my  own  idea. 

Q.  To  that  extent  you  are  testifying  from  your  own  ideas^  and 
expressing  your  own  opinion  ?  A.  I  have  quite  a  nimiber  of  opin- 
ions, but  I  don't  believe  — 

Q.  Don't  hesitate  about  expressing  them,  as  they  might  en- 
lighten the  Committee.  Now,  getting  back  to  the  other  question, 
is  it  your  opinion  that  the  general  public  are  entitled  to  know 
when  they  do  business  with  a  public  service  corporation,  just  what 
the  name  of  that  corporation  is  ?    A.  I  don't  know. 

Q.  I  would  like  to  know  your  opinion  in  regard  to  that.  I  think 
the  Committee  would  like  to  know  it  ?  A.  I  do  not  see  that  the 
interests  of  the  public  are  injured  in  any  way  in  the  arrangement 
that  is  outlined  —  has  been  outlined  to  this  Committee,  in  connec- 
tion with  the  New  England  Telegraph  Company  and  the  use  of 
the  Postal  blanks  and  name. 

Q.  My  question  was  not  directed  to  the  Postal  or  the  New 
England  Telegraph  Company  in  particular.  I  am  speaking  of 
the  general  proposition  of  people  dealing  with  a  public  service 
corporation.  Of  course,  your  company  may  be  an  exception ;  I  am 
willing  to  grant  that  it  is  for  the  moment;  what  is  your  opinion 
in  regard  to  the  right  of  the  public  generally  to  know  with  what 
public  service  corporation  they  are  dealing?  A.  I  don't  think  it 
makes  any  difference  what  my  opinion  is. 

.  Q.  Have  you  an  opinion  ?  A.  I  don't  really  see  why  I  should 
be  asked  to  give  an  opinion  on  any  such  subject  as  that. 

Q.  You  are  not  cross-examining  me ;  I  am  cross-examining  you. 
Now,  if  you  will  answer  that  question,  or  refuse  to  answer  it,  I 
shall  be  obliged  to  you  ?    A.  I  haven't  any  answer  to  make. 

Q.  ITave  you  any  opinion  ?    A.  No,  I  have  not  any  opinion. 

Q.  That  answers  it.  Do  you  know  at  what  time  the  Postal 
Telegraph  Cable  Company  ceased  to  do  business  in  the  State  of 
New  York?    A.  I  think  it  was  1897,  as  stated  in  that  statement. 
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Q.  That  is,  on  that  day,  January  1, 1897,  they  ceased  all  public 
business  within  this  State?  A.  Yes;  they  sold  their  rights  and 
interests. 

Q.  You  say,  "  We  have  started  a  proceeding  to  change  the  name 
of  the  New  England  Telegraph  Company  to  that  of  the  Postal 
Telegraph  Cable  Company."  Who  do  you  mean  by  the  word 
^*  we  "  ?  A.  I  mean  the  officials  of  the  New  England  Telegraph 
Company. 

Q.  When  were  those  proceedings  started?  A.  When  this  mat- 
ter came  up,  in  view  of  the  objections  raised,  it  was  concluded  by 
the  officials  that  it  would  be  wiser  to  have  them  use  the  Postal 
name  —  I  mean  change  the  name  of  the  company  to  the  Postal 
Telegraph  Cable  Company. 

Q.  Other  than  that,  the  Postal  Telegraph  Cable  Company  have 
authority  to  do  business  in  this  State,  have  they  not  ?    A.  Yes. 

Q.  Are  you  going  to  merge  the  two  companies?  A.  I  don't 
know  what  the  proceeding  will  be. 

Q.  Do  you  know  that  the  law  in  New  York  State  won't  permit 
you  to  change  the  name  of  the  New  England  Company  to  the  name 
of  any  other  company  already  doing  business  here  ?  A.  I  am  not 
a  lawyer. 

Q.  That  you  cannot  take  that  name?  A.  I  am  not  a  lawyer; 
I  don't  know. 

Q.  You  don't  know  anything  about  that  ?    A.  No. 

Q.  Do  you  keep  a  record  of  all  the  cash  transactions  of  the  New 
England  Telegraph  Company  ?    A.  I  do. 

Q.  Do  all  of  the  agents  of  that  company  report  to  you?  A. 
They  do. 

Q.  How  often?    A.  Oh,  once  a  month  they  report. 

Q.  Are  there  any  agents  reporting  to  you  outside  of  the  State 
of  New  York?  A.  No,  not  any  of  the  New  England  Telegraph 
Companies. 

Q.  Are  there  agents  of  other  companies  outside  of  the  State  of 
New  York  reporting  to  you  ?    A.  Yes. 

Q.  Who  are  they  —  what  company  are  they  employed  by? 
A.  Several  companies. 

Q.  What  are  they  ?    A.  Do  you  wish  a  list  of  them  ? 

Q.  If  you  please  ?    A.  I  haven't  it  with  me. 
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Q.  Give  the  best  you  can  from  memory  ?  A.  I  could  furnish  it 
to  you. 

Q.  Give  the  names  of  some  of  them.  You  can  remember  some 
of  them,  can't  you  ?    A.  Yes. 

Q.  What  ones  do  you  remember?  A.  The  Ohio  Postal  Tele- 
graph Cable  Company;  the  Chicago,  Milwaukee  and  Lake 
Superior  Telegraph  Company ;  several  others. 

Q.  How  about  the  Pennsylvania  Postal  —  is  there  such  a  com- 
pany?   A.  Yes. 

Q/  Does  that  report  to  you  ?    A.  Yes. 

Q.  Do  its  agents  report  to  you  ?    A.  Yes. 

Q.  How  about  the  New  England  Telegraph  Company  of 
Massachusetts ;  do  its  agents  report  to  you  monthly  ?    A.  They  do* 

Q.  What  company  operates  in  Connecticut?  A.  The  Postal 
Telegraph  Cable  Company. 

Q.  Is  that  the  company  that  sold  out  to  the  New  England  Tele- 
graph Company  the  1st  of  January,  1897?    A.  No. 

Q.  That  is  another  Postal  Telegraph  Cable  Company.  So  far 
as  you  know  how  many  Postal  Telegraph  Cable  companies  are 
there  in  the  United  States  ?    A.  I  do  not  know  the  exact  number. 

Q.  Well,  give  it  in  round  numbers  ?  A.  Well,  perhaps  twenty- 
five  ;  T  only  say  in  round  numbers ;  of  course,  I  cannot  tell  you 
exactly. 

Q^  About  twenty-five.  Coming  back  to  the  State  of  New  York, 
have  the  agents  of  the  New  England  Telegraph  Company  in  this 
State  any  authority  to  expend  the  moneys  which  they  collect? 
A.  Yes,  to  pay  their  expenses. 

Q.  For  ordinary  operating  expenses?  A.  Yes;  operating  ex- 
penses ;  that  is  all. 

Q.  So  that  the  reports  which  they  make  to  you  show  the  amount' 
of  business  which  they  have  done  during  the  preceding  month  ? 
A.  Yes. 

Q.  On  what  day  of  the  month  do  they  report  in  New  York 
State  ?    A.  Between  the  first  and  the  tenth  of  each  month. 

Q.  And  between  the  first  and  tenth  of  each  month  they  report 
to  you  the  amount  of  business  which  they  have  done  during  the 
preceding  month,  that  is,  the  month  immediately  preceding  that 
time?    A.  Yes. 
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Q.  And  do  they  also  report  to  you  in  detail  the  expenditures 
which  they  have  made?  A.  Those  are  given  in  the  monthly  re- 
ports; yes.  , 

Q.  Are  they  itemized  in  the  monthly  reports  to  you  ?    A.  Yes.   * 

Q.  Showing  what  they  have  paid  out  for  messenger  service, 
what  they  have  paid  for  rent  —    A.  Yes.  * 

Q.  Lighting,  heat  and  other  incidental  expenses?     A.  Yes. 

Q.  Are  they  authorized  also  to  pay  the  salaries  of  their  em- 
ployees ?    A.  Yes. 

Q.  And  is  the  agent  authorized  to  deduct  from  the  amount  that 

he  collects  the  amount  of  his  salary  for  the  month  ?    A.  He  is. 

» 

Q.  And  the  balance  is  transmitted  to  you  ?    A.  It  is. 

Q.  Do  the  agents  keep  a  separate  account  in  their  respective 
offices  of  the  business  that  originates  in  the  State  of  New  York, 
and  terminates  in  the  State  of  New  York,  as  distinguished  from 
the  business  that  originates  in  their  offices  and  terminates  outside 
of  the  State?     A.  T  do  not  understand  the  question. 

Q.  To  illustrate,  a  message  is  sent  from  Syracuse  to  Buffalo, 
that  is,  all  business  within  the  State,  is  that  kept  in  a  separate 
account  by  the  agent  from  an  account  in  which  he  would  keep  a 
record  of  a  message  sent  from  Syracuse  to  Chicago  ?  A.  We  keep 
the  record  in  New  York. 

Q.  Does  not  the  agent  report  to  you  in  regard  to  that  ?    A.  Yes. 

Q.  So  that  the  agent  keeps  a  separate  accoimt?  A.  Yes;  the 
number  of  messages  going  from  one  point  to  another  he  keeps  a 
record  of. 

Q.  How  do  you  distinguish  those  funds;  you  say  one  goes  to 
one  fund  and  another  to  another  ?  A.  The  money  is  not  distin- 
guished, and  laid  aside  in  any  separate  way. 

Q.  That  is,  you  don't  pile  up  one  pile  of  money  on  one  corner 
of  the  table,  and  the  other  on  the  other,  but  you  do  keep  an  account 
in  your  office  entirely  separate  and  distinct  as  between  those  two 
kinds  of  businesses  ?    A.  Yes. 

Q.  Have  you  any  other  way  of  separating  your  receipts  ?  For 
instance,  is  there  still  another  account  which  is  kept,  of  business 
originating  outside  of  the  State  of  New  York,  and  terminating  in 
the  State  of  New  York,  where  the  amount  received  by  the  com- 
pany  is  paid  at  the  New  York  State  office,  in  which  case  all  the 


882  [Senate 

message  is  not  collected  in  this  State  ?    A.  Yes,  we  have  a  record 
of  that. 

Q.  Now,  you  do  sometimes  transmit  messages  over  your  lines  — 
when  I  say  your  lines,  I  mean  the  lines  of  the  l^ew  England  Tele- 
graph Company  —  that  originates  without  the  State  of  New  York^ 
pass  over  your  lines  running  through  the  State  of  New  York,  and 
are  delivered  at  oflSces  beyond  the  State  of  New  York  ?  A.  Well^ 
I  suppose  that  is  so;  you  are  getting  now  to  ask  me  about  the 
operating  service. 

Q.  I  am  not  asking  you  about  operating;  I  am  asking  you  about 
accounting ;  have  you  an  account  of  any  such  business  ?  A.  Yea. 
There  is  an  account  kept  of  that. 

Q.  And  the  income  or  revenue  to  the  company  derived  from  that 
kind  of  business  is  kept  separate  from  all  other  accounts  ?    A.  Yes* 

Q.  In  what  form  do  you  keep  that  account;  is  it  a  ledger  ac- 
count ?  A.  It  is  all  kept  in  the  monthly  account  and  then  put  on 
the  ledger. 

Q.  What  ledger  is  it  put  on?  A.  We  have  a  general  ledger, 
and  then  distribute  it  —  put  on  the  New  England  Telegraph  Com- 
pany's book. 

Q.  Does  the  general  ledger  belong  to  the  New  England  Tele- 
graph Company  ?    A.  Yes. 

Q.  Does  any  other  company  keep  its  account  on  any  part  of  that 
New  York  ledger  ?    A,  That  I  could  not  say. 

Q.  Do  you  have  access  to  that  ledger  ?  A.  I  don't  know  about 
that ;  possibly  the  auditor  could  tell  you ;  we  have  an  auditor. 

Q.  Do  you  keep  track  only  of  the  books  of  the  New  England 
Company  ?    A.  Several  other  companies. 

Q.  Is  the  ledger  you  speak  of  as  the  general  ledger,  the  ledger 
used  by  several  other  companies  whose  finances  are  in  your 
charge  ?    A.  Yes. 

Q.  Well,  why  don't  you  have  access  to  the  general  ledger? 
A.  I  can  see  it. 

Q.  That  is,  you  do  not  do  the  posting  —  you  have  a  bookkeeper 
to  do  that?    A.  Yes. 

Q.  You  have  access  to  that  ledger;  it  is  in  your  department? 
A.  Yes. 

Q.  Just  how  many  different  accounts  do  you  keep  in  the  general 
ledger,  and  in  the  ledger  of  the  New  England  Telegraph  Com- 
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pany,  so  as  to  distinguish  the  different  receipts  which  you  have 
from  different  kinds  of  business  ?  A.  I  would  have  to  look  it  up 
and  let  you  know. 

Q.  About  how  many  ?    A.  I  could  not  tell  you. 

Q.  How  do  you  classify  the  earnings  of  the  New  England  Tele- 
graph Company  ?    A.  How  do  you  mean  "  classify  "  ? 

Q.  Well,  take  the  income  derived  by  that  company  from  the 
transmission  of  messages  to  and  from  points  in  the  State  of  New 
York  entirely  —  how  do  you  classify  that  account  —  how  do  you 
distinguish  it?  A.  That  is  intra-state  business,  and  we  take  it 
from  the  monthly  reports. 

Q.  And  all  of  the  income  which  the  company  receives  from  that 
source,  or  from  those  sources,  goes  into  the  ledger  as  intra-state 
business  ?    A.  Yes, 

Q.  About  what  percentage  of  the  revenues  of  the  New  England 
Telegraph  Company  are  made  up  from  that  source?  A.  Oh,  I 
should  say  from  65  to  70  per  cent. 

Q.  Now,  you  say  you  have  another  ledger  account  of  business 
originating  in  the  State  of  New  York,  and  terminating  outside 
of  the  State  ?  A.  Let  me  correct  myself.  You  asked  me  what  pro- 
portion of  the  intra-state  business  —  what  was  the  proportion;  I 
should  have  to  make  a  calculation  to  tell  you  exactly. 

Q.  Could  you  make  a  calculation  now?  A.  I  don't  think  so 
now ;  I  would  have  to  take  the  books  to  find  out. 

Q.  How  long  would  it  take  to  do  that?    A.  I  don't  know. 

Q.  How  many  other  ledger  accounts  do  you  keep  of  the  income 
of  the  New  England  Telegraph  Company  ?  A.  We  only  have  one 
ledger  of  the  New  England  Telegraph  Company. 

Q.  Do  you  keep  an  account  of  the  business  that  originates  out- 
side of  the  State  and  terminates  in  the  State  along  with  your  intra- 
state account?  A.  Not  with  the  New  England  Telegraph  Com- 
pany. 

Q.  You  have  on  the  ledger  of  the  New  England  Telegraph  Com- 
pany an  account  which  you  call  an  Intra-state  Income  Account? 
A.  Intra-state  receipts. 

Q.  Now,  what  other  ledger  accounts  of  receipts  have  you?  A. 
We  have  inter-state  receipts. 
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Q.  That  is  a  separate  account,  and  what  does  that  include? 
A.  That  includes  —  consists  of  messages,  receipts  from  messages 
originating  in  the  State  and  destined  to  points  outside  the  State. 

Q.  That  is,  regardless  of  whether  they  are  paid  messages  or 
collect  messages?    A.  Yes. 

Q.  What  other  accounts  have  you  of  receipts  of  the  New  Eng- 
land Telegraph  Company,  that  is,  giving  the  name?  A.  Just  a 
general  —  various  items  of  expense. 

Q.  Xo ;  of  receipts.  A.  Oh ;  all  receipts.  That  is  really  all  — 
Oh,  well,  there  are  leased  wires,  stocks,  markets,  all  pertaining  to 
business  in  the  State. 

Q.  Your  leased  wires  account,  from  what  source  does  that  come  ? 
A.  From  leased  wires  to  customers. 

Q.  In  a  general  way,  how  is  your  leased  wire  business  con- 
ducted ?  A.  The  wires  are  leased  to  those  who  apply  for  them  and 
pay  the  rental. 

Q.  For  what  purpose  —  for  telegraph  purposes?  A.  I  sup- 
pose so. 

Q.  Xews  service?  A.  Yes,  news  service,  newspapers,  stock 
brokers. 

Q.  Do  you  maintain  what  is  known  as  a  commercial  news  de- 
partment?     A.  Xo,  sir. 

Q.  You  understand  that  some  other  companies  do  maintain  a 
commercial  news  department  ?    A.  I  suppose  so. 

Q.  You  have  nothing  of  the  sort?  A.  No,  we  have  nothing  of 
that  sort. 

Q.  Have  you  any  stock  ticker  service  ?    A.  No,  sir. 

Q.  The  only  leased  wires  you  have  are  those  that  are  leased 
for  telegraph  purposes  to  ordinarj-  business  houses?  A.  That  is 
right. 

Q.  Have  you  any  special  arrangement  with  the  government  in 
regard  to  transmitting  government  messages?  A.  Yes,  we  have 
accepted  the  Post  Road  Act  of  Congress. 

Q.  Now,  matters  relating  to  the  order  in  which  messages  are 
sent  would  not  come  within  your  department,  would  it  ?    A.  No. 

Q.  That  would  be  in  your  operating  department,  a  matter  which 
you  know  nothing  about  ?     A.  Nothing  at  all. 
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Q.  Now,  you  are  very  certain  you  keep  only  two  ledger  ac- 
counts of  receipts  of  the  Xew  England  Telegraph  Company,  or 
on  the  ledger  account?  A.  Yes,  that  is  right. 

Q.  You  have  the  intra-state  income  account  which  relates  to 
business  done  entirely  within  this  State;  you  have  the  inter-state 
income  account  which  relates  to  the  business  done  partly  within 
this  State  and  partly  outside ;  and  all  income  other  than  the  intra- 
istate  goes  into  that  account,  whether  it  originates  outside  of  the 
State  and  comes  in,  or  whether  it  originates  in  the  State  and  goes 
out  ?    A.  If  it  is  collect  messages  from  outside  the  State,  yes. 

Q.  Now,  in  the  case  of  a  paid  message  originating  at  some 
point  outside  of  the  State  of  New  York  and  delivered  inside  of  the 
State  of  New  York,  how  does  the  New  England  Telegraph  Com- 
pany get  anything  for  that  ?  A.  Under  the  contracts,  as  I  under- 
stand them,  they  do  not  get  anything  for  that.  Under  contracts 
with  any  other  company  they  agree  to  deliver  their  messages  and 
they  agree  to  accept  the  messages  from  them  to  be  delivered,  and 
one  is  supposed  to  offset  the  other. 

Q.  Well,  does  one  offset  the  other?  A.  I  believe  it  does  — 
works  out  that  way,  yes,  sir. 

Q.  What  happens  in  the  case  of  a  message  originating  outside 
of  the  State  of  New  York,  delivered  inside  the  State  of  New  York, 
and  the  price  for  transmitting  it  collected  within  the  State  of  New 
York  by  the  New  England  Telegraph  Company  ?  A.  I  shall  have 
to  refer  to  the  contract  to  tell  exactly  what  happens. 

Q.  Do  you  have  copies  of  those  contracts?    A.  Yes. 

Q.  With  how  many  companies  has  the  New  England  Company 
made  contracts  relating  to  that  business,  that  interchange  business  ? 
A.  About  three  or  four. 

Q.  Is  that  all  ?    A.  I  believe  that  is  all. 

Q.  It  has  made  contracts  with  the  companies  operating  in  con- 
tiguous territory;  for  instance,  there  is  a  company  operating  in 
Ohio,  is  there  not,  that  is  a  part  of  the  Postal  system  ?    A.  Yes. 

Q.  Does  that  company  operate  in  territories  bordering,  in  the 
territory  of  New  England,  territory  of  New  York  —  have  you  a 
contract  with  that  company  ?    A.  No. 

Q.  Do  you  deliver  those  messages?  A.  Yes;  they  come  to  us 
from  another  company  for  transmission. 
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Q.  So  your  contract  with  companies  operating  in  adjoining 
territory  requires  you  to  deliver  all  messages  that  are  turned  over 
to  yoU;  no  matter  in  what  territory  they  originate,  provided  they 
come  over  Postal  wires  ?    A.  Yes. 

Q,  And  in  a  like  manner  your  messages  that  are  going  over 
wires  of  the  several  so-called  Postal  companies  are  taken  from  the 
terminus  of  your  lines  and  passed  over  the  lines,  perhaps,  of  half 
a  dozen  other  companies  without  charge  to  you?    A.  Yes. 

Q.  So  that  in  case  a  message  originates  in  New  York  which  is 
going  to  San  Francisco  you  get  all  of  the  income  from  that  mes- 
sage—  the  entire  amount  paid  for  transmitting  it?  A.  I  don't 
understand  it  so ;  but  I  would  have  to  look  that  up  as  a  matter  of 
contract. 

Q.  I  understood  you  to  say  that  you  had  an  arrangement 
whereby  you  delivered  their  messages  and  they  delivered  yours? 
A.  Yes,  we  would  get  the  proportion,  yes.  The  New  England 
Telegraph  Company  would  get  their  proportion,  according  to  the 
contract. 

Q.  Then  it  is  not  a  case  of  your  delivering  their  messages  for 
nothing  and  they  getting  all  of  the  income,  and  they  delivering 
your  messages  for  nothing  and  you  getting  all  of  the  income  ?  A. 
I  would  be  glad  —  the  contract  states  that ;  I  would  have  to  refer 
to  the  contract. 

Q.  Will  you  produce  those  contracts  ?    A.  Yes. 

Q.  All  the  contracts  of  that  sort  that  the  New  England  Tele- 
graph Company  of  New  York  has  made?    A.  Yes. 

Q.  Will  you  furnish  copies  of  them  to  us  ?    A.  Yes. 

Q.  My  attention  is  called  to  a  question  that  was  asked  you  on 
Thursday  last,  "  Will  you  produce  on  the  adjourned  day  of  this 
hearing  a  copy  of  one  of  the  contracts  which  your  company  has 
made  with  some  other  operating  company,  occupying  territory 
adjoining  the  State  of  New  York  ?"  You  answered  that  "  Yes, 
sir.''    Have  you  that  here?    A.  Yes,  sir  (producing  paper). 

Q.  And  that  is  with  what  company  ?  A.  With  the  Postal  Tele- 
graph Company,  a  Pennsylvania  company. 

Q.  In  what  territory  does  this  company  operate  ?  A.  Pennsyl- 
vania. 

Q.  Only  in  Pennsylvania  ?    A.  That  is  all. 
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Q.  So  that  the  only  place  you  touch  their  lines  is  just  out  of 
Buffalo  and  along  the  northern  border  of  Pennsylvania  ?    A.  Yes. 

Q.  Is  this  the  original  contract?  A.  That  is  the  original  con- 
tract.   I  could  give  you  a  copy. 

Q.  I  don't  want  to  take  the  original  away  from  you.  A.  I  will 
have  to  give  you  a  copy  then.  If  you  will  let  me  take  it  with  me 
I  will  furnish  you  a  copy. 

Q.  Will  you  have  made  for  the  Committee  a  correct  and  ac- 
curate copy  of  that  contract  ?    A.  Yes. 

Q.  And  of  the  other  contracts  which  you  have  made  with  other 
companies?    A.  Yes. 

Q.  Does  the  ]S"ew  England  Company  of  Massachusetts  operate 
in  the  State  of  Vermont?    A.  No. 

Q.  There  is  a  separate  company  for  every  State?  A.  No,  hot 
every  State. 

Q.  There  is  a  separate  company  for  Vermont  ?    A.  No. 

Q.  What  other  territory  does  that  company  cover?  A.  Which 
company  ? 

Q.  The  one  operating  in  Vermont.  A.  Well,  I  really  don't 
know  which  company  operates  in  the  State  of  Vermont,  Mr.  Page. 

Q.  How  about  the  State  of  Connecticut?  You  stated,  I  be- 
lieve, in  regard  to  that,  that  that  was  the  Postal?    A.  Yes. 

Q.  There  is  a  separate  company  for  New  York  ?  A.  There  is, 
yes. 

Q.  So  that  you  have  contracts  with  the  Pennsylvania  company, 
the  New  Jersey  company,  the  Connecticut  company,  the  Massa- 
chusetts company,  and  one  other  ?  A.  I  would  have  to  verify  that  j 
I  wouldn't  say. 

Q.  That  is  substantially  correct,  isn't  it?  A.  I  wouldn't  say 
positively  without  verification. 

Mr.  Page:  Mr.  Chairman,  what  time  do  you  propose  to  ad- 
journ to-night  ? 

Chairman  Davis  :    Can  you  finish  up  with  Mr.  Cuyler  ? 

Mr.  Page:    I  don't  know. 

Chairman  Davis:  How  much  longer  will  your  examination 
take? 

Mr.  Page  :  A  few  minutes,  perhaps ;  fifteen  minutes,  maybe  a 
half-hour,  maybe  longer. 
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Chairman  Davis:  I  will  be  governed  by  your  wishes  in  the 
matter. 

Mr.  Page:    I  am  willing  to  take  an  adjournment  at  this  time. 

Chairman  Davis  :    And  ask  Mr.  Cuyler  to  come  in  the  morning  ? 

Mr.  Page:    Yes,  if  you  can,  at  11  o'clock. 

Mr.  Cuyler:  Could  I  go  on  the  stand  right  away,  because  I 
am  really  busy  and  I  would  like  to  get  through  ? 

Mr.  Page:  Just  as  soon  as  the  Committee  meets  in  the  morn- 
ing we  will  begin,  and  finish  it  right  up. 

By  Chairman  Davis: 

Q.  Are  you  acquainted  with  the  rates  of  your  company?  A. 
Not  at  all ;  I  don't  know  anything  about  that. 

Q.  For  instance,  a  message  sent  over  the  Postal  from  Buffalo 
to  Tarryto^vn,  that  niesj^age  reaching  Xew  York  over  the  Postal 
and  then  from  Xew  York  to  Tarrytown  over  the  Western  Union ; 
can  you  tell  us  what  percentage  the  Western  Union  would  get  for 
that  —  what  percentage  you  would  receive  ?  A.  I  can  only  — 
well,  the  practice,  I  understand,  is  for  the  Postal  to  take  it  as  far 
as  they  can  and  then  pay  the  West-em  Union  cash  for  the  balance 
of  it,  no  matter  whether  they  lose  money  or  not. 

Q.  How  much  cost  on  a  thirty-five  cent  message  ?  A.  T  couldn't 
tell  you  exactly.    That  is  not  in  my  line. 

Mr.  Page  :  Just  a  moment,  Mr.  Chairman.  There  is  one  ques- 
tion in  the  report  that  was  made  by  the  Xew  England  Company: 
"  Attached  hereto  a  complete  schedule  of  local  and  long  distance 
rates,  charges  and  tariffs  made  within  the  State  of  New  York  for 
messages,  use  of  wires,  instruments  or  both,  and  for  monthly  or 
yearly  service,  l)oth  measured  and  unnieasun^d."  The  answer  to 
that  is  thirty-five  cents  for  each  message  of  ten  words  and  two 
cents  for  each  additional  word. 

By  Mr.  Page: 

Q.  That  is  the  only  rate  you  have  ?  A.  That  is  the  only  rate  in 
Xew  York  city. 

Q.  You  have  no  twenty-five  cent  rate  ?    A.  Xot  that  I  know  of, 

Q.  And  you  have  no  night  rate?  A.  I  would  have  to  inform 
mys(*If  on  the  question  of  those  rates. 

Q.  And  that  does  not  give  any  information  in  regard  to  your 
^jharges  for  the  use  of  wires?    A.  Xo. 
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Q.  And  will  you  furnish  that  if  you  have  a  schedule  ?  A.  Yes, 
if  we  have.  We  haven't  a  schedule  for  wires  or  anything  of 
that  kind. 

Mr.  Page:  There  is  one  other  thing  that  occurs  to  me,  that 
Mr.  Vail  is  coming  here  from  Boston  to  testify  to-morrow  and 
with  the  expectation  of  being  called  at  11  o'clock,  and  I  suggest 
making  some  arrangement  that  Mr.  Cuyler  be  subject  to  the 
subpoena  of  the  Committee  and  not  come  until  he  is  telephoned 
for,  as  Mr.  Vail  wants  to  get  away  back  to  Boston  again  as  soon 
as  possible. 

Mr.  Cuyleb:    I  can  imagine  that. 

Mr.  Page  :  Will  that  be  all  right  for  you,  Mr.  Cuyler,  if  you 
<lon't  come  in  here  until  word  is  sent  you  ? 

Mr.  Cuyt.ee:    Yes. 

Mr.  Page  :  You  are  going  to  be  here  right  along,  all  to-morrow 
afternoon  or  next  week  ? 

Mr.  Cuyleb:  Oh,  yes;  this  week  sometime,  won't  it  be;  be- 
cause I  expect  to  go  away  the  first  of  next  week  for  a  few  days. 

Mr.  Page:    You  would  be  back  within  a  week? 

Mr.  Cuylee:    Yes. 

Bv  Vice-Chairman  Merritt  : 

Q.  Who  can  testify,  Mr.  Cuyler,  as  to  the  methods  of  procedure 
where  the  company  becomes  a  party  to  the  litigation,  as  to  the 
acceptance  of  service  and  all  that  sort  of  thing?  Who  of  your 
officers  ?    A.  I  presume  — 

Q.  If  you  find  out  will  you  inform  us  ?  A.  Yes.  I  presume 
the  president  could  tell  you  that. 

Q.  Now  another  question.    You  are  treasurer?    A.  Yes,  sir. 

Q.  Have  you  an  auditor?    A.  Yes,  we  have  an  auditor. 

Q.  And  an  accounting  department,  generally  ?  A.  Yea ;  oh, 
yes. 

Q.  Who  is  in  charge  of  that  ?    A.  Mr.  Reynolds. 

Q.  What  is  his  full  name  ?    A.  Edward  Reynolds. 

Q.  Can  he  testify,  probably,  as  to  the  division  of  accounts  and 
fio  on  more  readily  than  you  can  ?    A.  I  think  likely,  yes. 

Q.  You  don't  seem  to  be  able  to,  and  can  he  do  it  ?    A.  Yes. 
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Q.  Now  there  is  a  question  I  want  to  ask ;  I  don't  know  but  it 
is  in  the  evidence.  The  business  is  done  generally  as  the  Postal 
system  and  you  have  a  separate  and  diflFerent  corporate  name. 
Under  what  name  or  style  do  you  make  your  reports  to  the  tax 
commissioners  ?    A.  The  New  England  Telegraph  Company. 

Q.  I  think  that  is  in  the  testimony  ?    A.  That  is  in  the  record. 

Q.  I  wanted  to  be  sure  about  that.  A.  We  have  done  that  for 
some  years  past. 

Q.  Will  you  find  out  who  can  give  us,  if  we  should  want  it,  the 
information  with  regard  to  the  original  construction,  before  your 
time  ?    A.  Yes.    I  don't  know  — 

Q.  Will  you  ascertain  ?    A.  I  don't  know  whether  I  can. 

Q.  I  don't  ask  you  to  do  something  you  can't  do.  A.  I  don't 
believe  I  could  give  you  that.    I  will  find  out  about  that. 

Chairman  Davis  :  You  try,  and  if  you  can't  we  will  help  you. 
Al^o,  Mr.  Cuyler,  can  you  give  us  the  name  of  some  person  in 
your  company  that  can  give  us  the  information  in  regard  to  the 
fixing  of  rates  ? 

Mr.  Cuyler:  Yes.  I  presume  the  president  of  the  company 
can  tell  you  about  that. 

(^hairman  Davis:  I  rather  think  we  had  better  talk  to  the  presi- 
dent of  the  company. 

By  Vice-Chairman  Merritt: 

Q.  I  will  suggest,  Mr.  Cuyler,  that  as  you  will  have  a  copy  of 
the  minutes  and  there  are  several  matters  which  perhaps  you 
could  inform  j'ourself  about,  that  you  would  shorten  up  your 
time  before  the  Committee  if  you  sort  of  glanced  that  over  and 
hand  that  stuff  in  next  time  in  short  order,  and  perhaps  it  might 
not  take  you  away  from  your  business  so  much.  A.  All  right ;  I 
would  be  glad  to  do  that. 

Q.  All  we  want  is  to  find  out.    That  is  all.    A.  Yes. 

Chairman  Davis:  We  will  take  a  recess  until  11  o'clock  to- 
morrow. 

Adjourned  to  Thursday,  December  9,  1909,  at  11  a.  m.,  in  the 
Alderman ic  Chamber. 
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Chairman  Davis  :   The  Committee  will  be  in  order. 
Mr.  Page  :  Mr.  Vail,  will  you  take  the  stand,  please  ? 

Theodore  N.  Vail,  being  duly  sworn,  testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Vail,  where  do  you  reside  ?    A.  Vermont. 

Q.  That  is  your  actual  residence?  A.  That  is  my  actual  resi- 
dence, yes. 

Q.  And  you  have  business  headquarters  elsewhere  ?  A.  I  have 
business  headquarters  in  Boston  and  in  Xew  York. 

Q.  Boston  and  New  York  ?    A.  Yes. 
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Q.  And  you  are  the  president  of  the  American  Telephone  and 
Telegraph  Company  ?    A.  Yes. 

Q.  And  you  have  held  that  office  for  how  long  ?  A.  Since  May, 
1907. 

Q.  Prior  to  May,  1907,  were  you  an  officer  of  that  company  ? 
A.  I  was  a  director  for  some  years,  and  in  the  very  early  begin- 
ning of  the  telephone  I  was  connected  with  it  for  a  number  of 
years  and  then  retired  in  '87,  I  think  it  was.  I  had  no  connection 
with  it  until  — 

Q.  Until  what  time?  A.  Until  about  1900.  Then  I  became  a 
director  and  afterwards  president.     In  1907  I  became  president. 

Q.  Between  the  time  that  you  became  a  director  in  1900  and 
the  time  that  you  were  elected  president  in  1907,  you  held  no- 
office  in  that  company  except  that  of  director  ?  A.  That  is  all.  I 
was  away  most  of  the  time,  anyway,  so  that  I  had  very  little  con- 
nection with  the  business  of  the  company. 

Q.  What  time  did  you  first  become  interested  in  the  telephone 
business  ?    A.  Well,  I  became  interested  in  it  — 

Q.  I  mean  financially?  A.  In  '78;  1878;  at  the  very  begin- 
ning, practically,  of  the  business. 

Q.  And  when  was  the  American  Telephone  and  Telegraph 
Company  organized  ?  A.  The  American  Telephone  and  Tele- 
graph Company  was  organized  as  a  company  in  ^84  or  '85,  but  it 
didn't  take  over  the  —  it  was  organized  for  the  purpose  of  build- 
ing long-distance  lines,  connecting  all  the  systems  of  the  country 
with  each  other ;  but  it  took  over  the  business  of  the  old  Bell  Com- 
pany in  1899,  I  think  it  was,  at  the  close  of  the  nineties. 

Q.  And  what  business  did  the  American  Telephone  and  Tele- 
graph Company  do  prior  to  1899  ?  A.  Simply  the  long-distance 
business  —  what  we  call  the  long  distance ;  that  is,  toll  lines  con- 
necting the  associated  companies  together. 

Q.  What  business  were  you  engaged  in  prior  to  1878,  when 
you  became  interested  in  the  telephone  business  ?  A.  I  was  in  the 
railway  mail  service  in  Washington. 

Q.  The  railway  mail  service  in  Washington?  A.  Yes;  I  was 
in  charge  of  the  postal  service  —  of  the  Washington  railway  postal 
service. 
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Q.  And  how  long  did  you  occupy  that  position?  A.  Why,  I 
went  to  Washington  in  1873,  was  made  assistant  general  super- 
intendent in  1874  and  general  superintendent  in  '75,  I  think,  or 
^arly  '76.    I  resigned  in  '78. 

Q.  And  in  1878  you  went  with  what  company?  A.  Well,  when 
I  first  became  interested  in  the  company  there  was  merely  an 
association ;  it  wasn't  a  company  at  all.  There^  was  an  association 
composed  of  Gardiner  D.  Hubbard,  Saunders  and  Bell  and 
Watson. 

Q.  What  Watson  was  that?  A.  Thomas  A.  Watson,  who  was 
at  one  time  head  of  the  Fall  River  Shipbuilding  Company.  He 
built  up  the  Fall  River  shipbuilding  business  in  Massachusetts. 
He  was  an  electrician.  Then  was  organized  the  New  England 
Company  —  not  the  present  Xew  England  Company,  but  a  Kew 
England  Company  owning  the  patents  —  the  Bell  patents.  Then 
was  organized,  in  the  spring  of  '78,  the  Bell  Telephone  Company. 
That  had  all  outside  of  New  York. 

Q.  Let  me  interrupt  just  a  minute.  Before  you  went  to  Wash- 
ington in  connection  with  the  railway  mail  service  or  the  postal 
service  of  the  government,  what  business  were  you  engaged  in? 
A.  I  was  in  the  West  for  a  few  years ;  was  a  railway  postal  clerk 
on  the  Rock  Island  railroad  —  the  postal  cars  —  and  prior  to  that 
I  was  with  the  Union  Pacific  railway  as  agent. 

Q.  Since  1878  you  bave  given  all  your  time  and  attention, 
practically,  to  the  telephone  business  ?  A.  From  '78  —  practi- 
cally '88  or  '89  —  I  have  given  all  my  time  and  attention,  and 
from  that  time  until  1907  I  was  engaged  more  or  less  in  private 
business  or  had  business  interests  abroad. 

Q.  That  is,  commercial  enterprises  ?    A.  Yes. 

Q.  Entirely  disconnected  from  the  telephone  business?  A. 
Entirely  disconnected ;  absolutely,  yes. 

Q.  Now,  Mr.  Vail,  will  you  start  in  with  the  beginning  of  your 
<;onnection  with  the  telephone  business  i}i  1878,  which  I  imder- 
stand  was  practically  the  beginning  of  the  business  of  telephoning, 
and  give  to  the  Committee  a  history,  in  a  general  way,  of  the 
telephone  business,  the  growth  of  the  telephone  business,  and  tell 
the  Committee  just  how  that  business  has  been  built  up  and  how 
the  various  parts  of  it  have  been  brought  together,  if  you  will? 
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A.  Of  course,  you  all  know  that  the  first  public  demonstration  of 
the  telephone  was  at  the  Centennial  exposition  in  1876.  The  first 
commercial  telephone  that  was  ever  made  was  made  along  in  '77^ 
I  became  more  or  less  interested  in  it  from  the  fact  that  conten- 
tion in  regard  to  the  compensation  of  railroads  for  the  trans- 
portation of  mails  was  as  lively  then  as  it  is  now,  and  Congress 
had  appointed  a  committee  to  investigate  the  matter;  and  Gard- 
iner  D.  Hubbard  was  at  the  head  of  it.  Gardiner  D.  Hubbard 
was  the  man  who  financed  Bell  in  his  telephone  and  was  the 
father-in-law  of  Bell.  That  threw  me  —  I  was  general  superin- 
tendent of  the  railway  mail  service,  and  that  threw  me  in  very 
close  contact  with  Mr.  Hubbard,  and  he  used  to  talk  to  rae  about 
the  telephone,  and  so,  at  the  close  of  '79,  when  they  had  really 
produced  a  commercial  telephone,  they  approached  me  with  a  view 
of  becoming  interested,  and  as  the  government  had  reduced  my 
pay  and  I  wanted  to  get  out  anyway,  I  considered  it,  an'd  in  '78- 
went  with  the  company.  At  that  time,  as  I  say,  it  was  an  asso- 
ciation —  a  joint  stock,  as  you  might  call  it,  made  up  of  a  capital 
of  $300,000,  I  think,  divided  between  those  four  gentlemen.  In 
the  fall  of  '77  or  the  spring  of  '78  was  formed  the  New  England 
Telephone  Company  —  not  the  present  one,  but  a  company  to 
hold  the  patents  —  and  that  exploited  the  business  in  New  England 
for  a  while.  Then,  in  the  spring  of  '78,  was  formed  the  Bell 
Telephone  Company,  which  had  all  of  the  country  outside  of  the 
United  States,  owning  all  the  patents.  In  the  business  as  com- 
menced then  was  the  old  magneto  telephone.  The  company  had 
no  transmitter  and  considerable  development  was  made  in  the  way 
of  establishing  agencies,  and  the  exchange  business  was  practically 
started  then  —  what  is  known  as  the  telephone  exchange.  The 
two  companies  —  the  New  England  Company's  capital  was 
$200,000  and  the  Bell  Company's  capital  was  $450,000.  Those 
companies  were  put  together  and  a  new  company  was  formed  of 
$850,000,  of  which  $200,000  was  stock  which  was  sold,  and 
$450,000  given  to  the  shareholders  of  the  old  company,  share  for 
share.  That  $200,000  was  sold  for  $430,000  —  realized  $430,000 
in  cash,  and  with  that  cash  the  business  was  developed.  Our 
policy  of  developing  the  business  —  I  think  that  we  realized  early 
in  the  day,  I  can't  tell  exactly  when  that  conception  first  came,. 
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that  there  was  a  great  big  general  system  that  could  be  established, 
and  so  our  business  was  conducted  un  the  lines  to  do  that.  We 
established  small  agencies  in  small  areas;  we  couldn't  get  capital; 
it  was  hard  work,  so  we  had  to  get  young  men  who  were  interested 
in  the  business  with  small  capital,  and  let  them  take  their  energy 
and  their  ambition  and  their  prospect  of  profit  to  take  the  place 
of  large  capital,  and  in  that  way  we  built  up,  in  small  territories, 
the  business  pretty  generally.  There  was  so  nuich  hapjx^ned  just 
in  that  time,  that  you  can't  quite  remember ;  but  very  early  in  the 
day  —  you  see,  the  possibilities  of  the  telephone  were  not  very 
much  realized,  but  the  first  use  of  it  was  on  private  lines  con- 
necting your  stable  and  your  house,  or  your  two  business  houses 
and  your  factory  or  your  house  in  the  country.  Previous  to  that 
time  the  Gold  and  Stock  Company,  which  was  a  subsidiary  of  the 
Western  Union,  was  doing  a  private  telegraph  line  business, 
equipped  with  printing  instruments,  that  were  used  to  communi- 
cate from  one  place  to  another,  the  same  as  the  telephone  is  now 
used,  and  the  substitution  of  the  telephone  for  those  printing  in- 
struments is  what  led  to  the  controversy  between  the  Bell  and 
the  Western  Union.  It  was  not  a  telegraph  business.  They 
found  that  the  people  were  equipping  their  lines  with  the  tele- 
phone instead  of  the  printing  telegraph,  being  much  more  con- 
venient and  everything  of  that  kind.  So,  in  the  fall  of  '78,  the 
Gold  and  Stock  Company  entered  the  telephone  business  under  the 
auspices  of  the  Western  Union,  in  opposition  to  our  company. 
Then  Edison  got  out  his  carbon  transmitter  very  early  in  '78  and 
we  had  none  —  in  July,  '78,  I  think  —  so  that  from  July  until 
December,  '78,  we  were  at  considerable  of  a  disadvantage,  although 
we  did  hold  our  own  until  we  got  out  what  is  known  as  the  Blake 
transmitter;  then,  of  course,  we  had  a  transmitter  that  enabled  us 
to  maintain  our  position.  In  the  meantime,  all  this  time,  we  were 
licensed  in  all  territories  for  exchange  purposes,  retaining  to 
ourselves  the  right  to  connect  those  territories  to  each  other.  They 
had  all  the  business  of  the  telephone  on  the  side,  but  under  the 
patent  we  retained  for  ourselves  the  right  to  connect  them  with 
each  other,  thus  making  a  national  system  of  them.  That  business 
went  on  in  active  competition  with  the  Western  Union  until  the 
fall  of  '79,  when,  for  one  reason  or  another,  overtures  were  made, 
and  the  arrangement  between  the  Western  Union  and  our  com- 
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pany  was  formed,  by  which  they  turned  over  their  patents  to  us, 
and  we  licensed  them  for  private  line  and  telephone  purposes 
under  our  patents,  and  we  retained  what  you  call  the  telephone 
exchange  and  the  toll  line  business,  and  they  retained  the  right  to 
do  the  private  line  business,  although  it  was  not  exclusive.  In 
the  meantime  these  smaller  —  nearly  all  our  contracts  were  short- 
time  contracts.  We  were  waiting  the  developing,  watching  the 
developments  — 

Q.  Just  a  moment,  Mr.  Vail ;  would  you  mind  speaking  a  little 
louder ;  I  can  scarcely  hear  you  ?  A.  I  say,  nearly  all  our  patents 
under  the  license  were  short-time  licenses.  Believing  that  the 
development  of  the  business  would  make  it  more  valuable  to  us 
and  would  enable  us  to  arrange  our  business  as  the  development 
showed  it  might  be  necessary  to  arrange  it  in  order  to  bring  out 
the  national  system,  a  few  of  those  smaller  territories  combined 
into  a  larger  territory  and  they  have  gradually  formed  into  what 
are  now  known  as  the  associated  companies;  that  is,  they  are 
companies  subsidiary  to  the  Bell,  operating  in  certain  defined 
territory,  like  the  Buffalo  or  like  the  Empire  State  or  the  Hudson 
River  and  the  New  York  and  the  New  York  and  New  Jersey. 
The  lines  upon  which  those  combinations  were  made  were  very 
seldom  commercial  lines.  They  were  haphazard,  just  for  the  con- 
venience of  the  owners  of  the  shares,  and  all  that  sort  of  thing. 
But  then  in  —  I  think  it  was  '80  —  the  first  line  was  built  which 
might  be  called  a  long-distance  line.  Previous  to  that  time,  the 
talk  had  been  purely  within  exchange  limits.  In  1880  we  de- 
veloped the  possibility  of  talking  over  considerable  distances,  and 
the  first  line  was  built  between  Boston  and  Lowell,  which  was  then 
called  a  long-distance  line,  but  wouldn't  be  called  that  now.  Then, 
when  we  had  developed  the  possibilities,  we  built  a  line  between 
New  York  and  Boston,  stringing  the  lines  on  the  polls  of  the 
associated  companies  so  —  I  mean  New  York  and  Boston  —  so 
that  was  the  first  real  long-distance  line.  That  was  successful,  and 
in  1884,  1  think,  or  somewheres  about  there,  the  American  Tele- 
phone and  Telegraph  Company  was  formed  to  take  over  that  long- 
distance line,  and  the  American  Bell  granted  to  them  exclusive 
rights  —  the  exclusive  rights  that  they  had  retained  to  connect 
those  different  associated  companies  and  different  exchanges  with 
each  other. 
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Q.  I  didn't  get  the  name  of  the  company  that  took  those  rights 
over?  A.  The  A.  T.  and  T.  That  is,  the  present  company  was 
formed  for  the  long-distance  business.  The  Bell  had  retained  the 
right  to  connect  the  different  companies  with  each  other  —  differ- 
ent exchanges  —  and  so  the  A.  T.  and  T.  took  that  over  and  built 
the  lines. 

Q.  That  was  what  year  ?  A.  That  was  along  in  '84  or  '85,  some- 
wheres  along  there.  I  have  forgotten  the  exact  date,  but  it  was 
in  the  early  eighties.  In  the  meantime,  the  Bell  Company,  which 
I  tell  you  had  been  formed  with  a  capital  of  $850,000,  had  out- 
grown its  capital  and  had  spent  its  $430,000  that  it  had  got  for 
$230,000  of  stock,  and  more,  too,  and  was  in  debt;  and  so  we 
formed  the  American  Bell  Company.  The  American  Bell  Com- 
pany was  formed  with  a  capital  of  about  $6,000,000,  of  which 
$5,000,000  —  five  shares  for  one,  were  given  to  the  old  American 
Bell  —  no,  I  think  it  was  six  shares.  Five  million  one  hundred 
thousand  dollars  was  paid  for  all  the  property  and  the  plant,  and 
the  rights  and  the  patents  and  everything  of  the  old  American 
Bell.  That  was  in,  probably,  1880.  The  American  Bell  then 
carried  on  the  business  of  the  old  Bell  Company  and  the  old  asso- 
ciation. They  owned  the  patents,  issued  these  licenses  and  con- 
ducted the  business  in  a  general  way  all  over  the  country.  The 
American  Bell  lasted  until  189D,  when  the  business  was  sold  out 
to  the  American  Telephone  and  Telegraph  Company,  which  was 
then  doing  a  long-distance  business.  Oh,  to  go  back  to  the  way 
the  A.  T.  and  T.  got  an  interest  in  the  associated  companies.  In 
the  very  early  days  the  American  Bell,  recognizing  the  possibilities 
of  the  business  and  the  ultimate  value  in  addition  to  whatever 
rental  or  royalty  they  got  upon  the  telephones,  retained  also  a 
partnership  in  the  business,  and  in  that  way,  when  permanent 
contracts  were  granted,  they  became  stockholders  of  those  local 
companies,  and  the  stock  being  given,  3'ou  know,  for  the  exclusive 
rights  and  everything  of  that  kind. 

By  Vice-Chairman  Merritt: 

Q.  At  a  rate  provided  for  in  the  original  contracts?  A.  Yea. 
Then  since  then  the  American  Bell,  or  the  A.  T.  and  T.,  stock 
had  been  issued  for  purposes  of  taking  their  share;  but  since  the 
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first  issue  for  whatever  franchise  rights  there  were  that  stock  has 
been  paid  for  the  same  as  any  other  stock  has  been. paid  for.  In 
that  way  the  A.  T.  and  T.  became  either  a  majority  or  a  very 
large  owner  in  all  of  those  subsidiary  companies  all  over  the  coun- 
try —  the  associated  companies  —  and  that  is  a  large  part  of  the 
profit  of  the  A.  T.  and  T.  to-day,  their  holdings  in  the  subsidiary 
companies,  and  the  reason  of  their  stock  —  the  purchase  of  those 
interests,  or  as  they  increased  from  time  to  time,  is  the  cause  of 
our  financing.  We  do  our  financing  for  the  purpose  of  either 
building  long-distance  lines  or  buying  our  proportion  of  the  in- 
creased capital  stock  of  those  subsidiary  companies,  increased  for 
the  purpose  of  extending  the  business  and  all  that  sort  of  thing. 
That  is  a  general  outline  of  the  business  up  to  1899.  From  that 
on,  of  course,  the  growth  was  comparatively  slow  for  the  first  ten 
or  fifteen  years,  because  the  public  had  to  be  educated;  but  as 
soon  as  the  public  was  educated  to  the  necessity  and  advantage  of 
the  telephone,  then  the  growth  became  very  fast  indeed,  and  from 
1900  —  well,  the  last  ten  years  of  the  business  it  has  been  simply 
by  leaps  and  bounds.  To-day  no  man  thinks  of  going  into  busi- 
ness or  having  a  residence  or  anything  else  unless  he  has  a  tele- 
phone connection;  but  it  took  a  long  time  to  educate  them  up  to 
that  point.  Another  thing  that  brought  about  that  education  was 
the  fact  that  the  Bell  Company  was  always  more  or  less  in  ad- 
vance of  the  actual  requirements  of  the  public,  so  that  the  facilities 
were  there  ready  for  them  before  they  really  knew  that  they 
wanted  them.  When  they  wanted  them  they  found  their  con- 
venience. That  is  the  same  way  with  our  long-distance  business. 
We  have  tried  to  keep  that  in  advance  of  the  actual  requirements 
of  the  public. 

Q.  What  part  has  the  development  and  perfection  of  the  devices 
Tised  had  to  do  with  the  rapid  growth  of  the  business?  A.  A  great 
deal  to  do  with  it.  For  instance,  you  take  —  one  thing  that  re- 
tarded the  growth  of  the  long-distance  business  was  the  fact  that 
the  telephone  receiver,  which  is  practically  the  same  as  it  came  out 
of  the  shop  —  it  is  a  little  diflFerent  shape,  but  it  is  almost  identical 
with  the  first  t(»le])hone  that  was  ever  made ;  but  the  transmitter  — 
to  get  the  volume  of  sound  from  the  wire  the  transmitter  —  that 
was  originally  uped  for  transmittal  as  well  —  talking  into  it;  but 
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the  first  transmitter  was  rather  weak  and  wouldn't  carry  the  voice 
any  great  distance.  For  instance,  the  Blake  transmitter,  with 
difficulty  we  talked  from  Boston  to  "New  York.  Then  was  devel- 
oped  the  present  carbon  transmitters  that  are  in  general  use  to-day. 
And  then,  in  addition  to  that,  we  have  had  a  large  body  of  engi- 
neers both  in  our  own  laboratory  of  the  American  Bell  and  the  A. 
T.  and  T.  and  also  in  the  Western  Electric  at  work  meeting  the 
new  developments  or  new  suggestions  that  come  up  in  the  business, 
and  studying  the  business  all  the  time  and  seeing  what  can  be 
done  to  meet  it.  For  instance,  you  take  the  conditions  that  exist 
to-day  in  regard  to  high  tension  service,  electric  light,  electric  street 
railways  and  the  electrification  of  railroads  —  if  those  conditions 
existed  when  the  telephone  was  first  started  I  don't  believe  the 
long-distance  line  business  would  have  ever  been  developed.  There 
are  places,  you  know,  that  without  those  modern  devices,  the 
arrangement  of  the  wires,  and  the  little  things  we  attach  to  them, 
the  Pupine  coil  and  things  of  that  kind,  you  couldn't  talk  at  all. 
It  is  absolutely  drowned  out  by  the  electric  light  or  street  lines. 
You  hear  that  great  buzzing  occasionally.  All  of  that  had  to  be 
overcome,  and  that  has  been  the  study  of  our  engineers  and  of  our 
mechanical  experts,  so  that  the  development  of  the  art  has  been  a 
little  in  advance  of  the  development  of  the  business  all  the  time. 
That  development  in  the  art,  of  course,  I  know  in  a  general  way ; 
but  our  engineers,  if  you  wanted  to  get  it,  could  probably  give  you 
very  interesting  — 

Bv  Mr.  Page: 

Q.  Won't  you  give  the  name  of  your  engineer,  Mr.  Vail,  who 
would  be  best  posted  in  regard  to  that  ?    A.  J.  J.  Carty. 

Q.  Located  here  in  New  York?  A.  Yes;  he  has  been  connected 
with  the  business  ever  since  the  beginning  of  the  telephone  business 
in  Boston.  He  started  in  the  first  exchange  that  was  ever  estab- 
lished. 

Q.  You  spoke  of  the  advance  that  had  been  made  in  the  art 
during  the  past  few  years.  Do  you  look  for  any  further  advance 
in  the  art  of  telephoning?  A.  There  has  not  been  a  day,  hardly, 
that  there  is  not  some  real  progress  made.  It  is  not  by  steps  and 
bounds;  it  is  simply  gradual.     It  is  an  evolution,  the  telephone 
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business  is.  The  engineer  of  the  eighties  wouldn't  recognize  the 
business  if  he  should  come  back  to  look  at  it  to-day,  and  there  are 
continual  difficulties  coming  up,  and,  of  course,  those  difficulties 
have  to  be  overcome;  and  we  have  a  staff  of,  I  suppose,  250  men. 
studying  on  those  problems  all  the  time,  and,  in  fact,  if  it  were 
not  —  almost  every  day  some  new  disturbance  comes  in  —  I  say 
almost  every  day ;  it  is  continual,  and  that  has  got  to  be  overcome 
and  remedied.  Then,  too,  as  the  traffic  increases  and  becomes  con- 
gested, it  requires  a  different  way  of  handling.  These  studies 
have  got  to  be  made  all  the  time,  and  that  is  the  work  of  our 
experts;  they  are  continually  at  that.  For  instance,  you  take  it 
to-day,  as  far  as  the  public  is  concerned,  you  can  have  a  com- 
mercial talk  to  Chicago,  sometimes ;  you  can't  always.  It  is  very 
good  between  Xew  York  and  Boston,  and  New  York  and  Phila- 
delphia ;  but  I  think  this  coming  year  that  you  will  have  just  as 
good  service  between  Ifew  York  and  Chicago  as  between  New 
York  and  Boston,  and  New  York  and  Philadelphia,  to-day.  There 
is  another  thing,  and  that  is  the  tendency  all  the  time,  of  trying 
to  get  our  wires  underground.  There  are  a  great  many  difficulties 
to  get  over  there.  We  have  got  an  underground  between  New 
York  and  Philadelphia,  and  finally  have  got  it  so  that  it  is  a  good 
commercial  working  cable  line.  And  we  are  now  gradually  ex- 
tending them  on  to  Boston,  feeling  our  way  along  and  overcoming 
difficulties  as  they  arrive.  You  know  you  can't  talk  —  there  is  — 
you  had  better  get  that  from  the  engineer.  There  is  a  good  deal 
of  talking  over  underground  wires.  You  can  only  talk  to  a  very 
limited  extent.  The  fact  that  you  hitch  your  overhead  wires  to 
the  underground  in  Boston  and  New  York  makes  an  appreciable 
difference  in  the  talk.  And  those  are  the  difficulties  we  meet  and 
those  are  the  difficulties  we  are  continually  trying  to  overcome. 
And  I  think  it  is  certain  that  within  a  few  years  we  will  be  able 
to  talk  to  San  Francisco. 

Q.  You  have  all  of  your  wires  between  New  York  and  Phila- 
de]])hia  laid  in  conduits?    A.  Not  all  of  them. 

Q.  About  how  many  are  laid  in  conduits  between  those  cities 
in  a  gc^neral  way  ?    A.  I  should  say  half. 

Q.  Half  of  them  ?    A.  Yes. 

Q.  Now,  in  the  beginning  of  the  long  distance  telephoning,  did 
you  use  the  same  system  in  regard  to  circuits  as  is  used  now? 
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A.  The  thing  that  made  long  distance  possible  was  the  evolution 
of  what  we  call  the  metallic  circuit.  That  is,  it  is  really  a  twisted 
wire;  but  as  you  run  it  along  the  polls,  you  transpose  it,  so  that 
the  influences  balance  each  other,  that  is,  the  bad  influence  on  one 
wire  overcomes  the  bad  influence  on  another  wire. 

By  Vice-Chairman  Mebbitt  : 

Q.  Get  rid  of  the  induction  ?  A.  Get  rid  of  the  induction,  yes. 
Then  another  thing,  there  is  some  sort  of  retardation,  and  that  is 
overcome  by  the  Pupine  coil  and  those  are  now  being  introduced 
gradually  —  we  are  developing  that.  While  the  Pupine  coil  was 
invented  some  years  ago,  it  wasn't  applicable ;  you  couldn't  use  it 
under  certain  conditions,  and  we  had  to  find  out  what  those  con- 
ditions were  and  how  to  overcome  them,  and  everything  of  that 
kind.  And  all  those  things  —  there  are  an  innumerable  number 
of  things  that  are  going  on  in  the  way  of  the  application  and 
change  of  circuit  and  transportation  of  circuits,  and  introduction 
of  this  method  and  that  method  to  overcome  difficulties  that  come 
up  as  we  meet  them  in  the  development  of  our  business. 

By  Mr.  Page: 

Q.  The  Pupine  coil  —  was  that  the  device  you  just  spoke  of? 
A.  Pupine ;  but  it  may  be  P-u-p-i-n,  I  am  not  certain. 

Q.  That  is  the  name  of  the  inventor  of  the  coil?  A.  That  is 
the  name  of  the  man.  It  is  like  all  inventions ;  there  are  quite  a 
number  of  people  working  on  those  things  at  the  same  time.  But 
he  is  the  man  whose  name  got  attached  to  it. 

Q.  He  is  the  patentee  ?    A.  Yes,  he  is  the  patentee. 

Q.  And  is  that  device  attached  to  the  end  of  the  long  distance 
line?    A.  No,  it  is  attached  at  intervals. 

Q.  At  intervals  along  the  line  ?    A.  Along  the  line,  yes. 

Q.  And  the  object  of  it  is  to  overcome  induction  and  other  diffi- 
culties ?  A.  I  don't  know  whether  the  engineers  call  it  induction 
or  not;  but  it  is  a  back  fire  of  some  kind  that  makes  it  impossible 
to  talk. 

Q.  There  is  something  that  is  bad  there,  that  prevents  the  use 
of  the  wires  without  that  coil  ?    A.  Yes.    I  mention  that  because 
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that  was  the  biggest  step  towards  long  distance  telephony  that  we 
made.  That  marked  —  there  was  a  marked  progress  from  the 
introduction  of  that. 

Q.  And  that  came  at  about  what  date?  A.  Oh,  I  should  say 
four  or  five  years  ago.  It  was  before  I  came  back  in  the  telephone 
business. 

Q.  And  can  you  tell  us  about  what  time  the  copper  circuit 
was  first  introduced  in  the  local  exchanges?  A.  Why,  the  idea 
was  very  early.  The  reason  that  was  developed  was  because  iron 
wire,  you  remember,  probably,  that  in  the  early  days  of  tele- 
phones the  wires  all  ran  over  housetops  and  the  creosote  and  the 
smoke  used  to  eat  them  up  so  that  the  wire  didn't  last  over  a 
year  or  so,  and  then  some  places  along  the  seashore  it  has  the 
same  eflFect,  the  wires  are  destroyed  very  rapidly  and  we  thought 
that,  if  copper  wire  could  be  introduced,  there  would  be  a  number 
of  advantages.  First,  its  indestructibility  —  almost  there  is  no 
appreciable  depreciation.  Next  was  that  you  could  use  a  much 
lighter  wire  than  iron  on  account  of  its  larger  conductivity.  The 
third  was  that  the  back  kick,  whatever  you  may  call  it,  retarda- 
tion or  whatever  it  may  be,  was  less  on  copper  wire  than  on  iron. 
But  thp  trouble  was  so  soft  —  it  was  all  right  in  cables,  but  that 
was  before  the  days  of  cables.  And  the  idea  was,  if  we  could 
get  a  copper  wire  which  would  stand  the  strain,  it  would  pay  us  to 
use  copper  wire;  and  I  remember  perfectly  well  having  the  thing 
thoroughly  investigated  along  in  '81  or  '82,  and  copper  was  then 
along  about  25  cents  a  pound,  and  we  made  up  our  minds  that 
we  could  use  copper  wire  at  an  advantage,  as  against  iron  wire, 
at  the  price  prevailing  if  we  could  only  get  a  copper  wire  we 
could  use,  so  we  detailed  an  engineer  and  put  him  on  that,  and 
he,  in  connection  with  the  copper  manufacturers,  finally  pro- 
duced a  copper  wire  that  would  stand  the  strain  from  telegraph 
pole  to  telegraph  pole.  That  was  along  about  in  '83  or  '84,  just 
in  time  to  —  '82  or  '83  —  just  in  time  to  stretch  between  New 
York  and  Boston.  That  was  the  first  long  distance  wire  l>etween 
New  York  and  Boston,  was  a  copper  wire.  Then  we  built  the 
line  between  New  York  and  Philadelphia,  which  was  a  large 
pole  line  with  a  great  many  wires  connected.  Of  course,  in  the 
cables,   copper  wire  could   always  be  used  because   there  is  no 
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strain  upon  it;  but  at  that  time,  you  couldn't  talk  through  a 
<'able,  and  it  was  along  about  this  same  time  that  we  had  five 
miles  of  cable  built  with  different  size  wires  in  and  laid  it  along 
the  Providence  Railroad,  and  had  Professor  Cross  of  the  Har- 
vard University,  a  man  who  just  died  the  other  day,  and  Professor 
Jacques,  and  some  of  our  own  engineers,  and  they  experimented 
on  that  a  year  to  find  some  way  of  getting  rid  of  the  trouble,  what- 
-ever  that  was,  in  the  cable.  And  they  did  gradually  work  it  out, 
and  from  those  studies,  underground  cables  were  made  possible, 
so  that  we  began  then  to  put  our  wires  underground  in  the  cities 
as  fast  as  we  could  do  it  under  our  franchise  and  as  fast  as  the 
commercial  —  as  it  was  commercially  practicable  —  so  that  now,  I 
think,  of  our  exchange  wires,  75  or  80  per  cent,  are  underground, 
in  the  countrv. 

Q.  Well,  it  is  only  within  the  past  few  years,  is  it  not,  that 
the  copper  circuit  came  into  general  use  in  the  exchanges?  A. 
Oh,  no,  that  was  started  —  it  was  a  gradual  growth  from  that 
time  until  now.  Of  course,  the  price  of  copper  and  other  things 
have  had  a  good  deal  to  do  with  the  development  of  it.  If  copper 
is  way  up,  making  it  impossible,  then,  of  course,  we  had  to  use 
iron;  but  when  copper  was  cheap,  we  could  use  that  more  gener- 
ally.   But  in  the  underground  business,  that  is  all  copper. 

Q.  And  is  it  true  for  some  years  after  the  building  of  the  local 
exchanges  throughout  the  country,  the  subscribers'  instruments 
were  connected  with  the  central  station. by  only  one  wire?  A. 
Oh,  yes,  for  a  long  time. 

Q.  First  that  was  iron  and  then  copper?  A.  Xo,  I  don't 
think  the  single  wire  was  ever  copper. 

Q.  That  was  always  iron?  A.  Yes,  the  first  exchanges  were 
built  on  grounded  circuits  but  the  introduction  of  the  long  dis- 
tance lines  made  metallic  circuits  necessary  for  the  exchanges ;  and 
perhaps  you  will  remember  that  in  the  old  telephone  directories, 
Tou  saw  stars  which  would  indicate  that  the  subscriber  starred 
was  connected  with  the  metallic  circuit,  or  what  we  might  call  long 
distance  apparatus ;  but  just  the  date  when  that  chan^  appeared 
I  can't  sav,  because  it  was  after  I  went  out  and  before  I  came 
back;  but  it  was  soon  found  that  electric  street  railwavs  and  elec- 
:tric  lights  and  everything  made  so  much  trouble  on  a  single  wire, 
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that  they  had  to  introduce  metallic  circuits  so  that  you  may  say 
practically  there  is  no  such  thing  as  a  metallic  circuit  in  any 
exchange  of  any  importance  in  the  country. 

Q.  You  mean,  there  is  no  such  thing  as  a  grounded  circuit? 
A.  Yes,  a  single  wire. 

Q.  You  spoke  a  little  time  ago  of  there  being  many  small  im- 
provements that  are  constantly  being  made  to  meet  the  service? 
Are  they  mostly  in  relation  to  new  devices  or  new  methods  of 
operating?  A.  It  is  really  an  improvement  of  old  devices,  im- 
provement  of  devices  in  operating  and,  occasionally,  a  new  device^ 
Of  course,  in  our  business,  we  have  got  such  a  tremendous  —  so 
much  apparatus  and  everything  —  the  tendency  naturally  is  to  im- 
prove that.  But  there  is  no  such  thing,  you  may  say,  as  any 
invention  being  complete  in  itself.  It  is  a  combination  of  inven- 
tions and  devices  and  all  that,  that  make  the  telephone  practicable. 
I  don't  know  how  many  —  there  are  thousands  of  inventions  in 
the  switchboard  itself. 

Q.  Those  devices  and  improvements  that  are  being  made  are 
patented,  mostly?     A.  Yes. 

Q.  And  are  they  mostly  inventions  of  your  own  engineers  ?  A. 
For  the  most  part,  although  everything  that  is  presented  to  us  is 
examined,  and  if  it  has  any  merit  to  it  we  try  to  make  some  ar- 
rangement. 

Q.  Do  you  have  any  contract  or  arrangement  with  your  engi- 
neers whereby  you  have  the  right  to  use  an  invention  of  those 
which  they  make  while  in  your  employ  ?  A.  We  have,  ever  since 
the  business  commenced,  all  of  the  people  in  our  employ,  wherever 
these  inventions  grow  out  of  the  fact  that  they  are  studying  for 
us  the  problems  to  be  met,  and  we  have  an  arrangement  by  which 
those  inventions  come  to  us,  that  being  though,  more  or  less  accord- 
ing to  the  importance  of  them. 

Q.  You  have  the  absolute  ownership  of  the  invention  rather 
than  the  right  to  use?  A.  We  have  the  absolute  ownership; 
decidedly. 

Q.  Xow,  there  is  a  belief  —  I  don't  know  that  it  is  common, 
but  more  or  less  popular  —  that  the  telephone  company  has  pur- 
chased a  great  many  valuable  inventions  from  time  to  time,  which, 
if  put  in  use  would  greatly  improve  the  telephone  service,  and 
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that  the  companies,  after  purchasing  the  patent,  casts  it  aside 
rather  than  go  to  the  expense  of  making  the  improvement.  Would 
jou  care  to  say  anything  about  that,  as  to. whether  or  not  that  is 
true  ?  A.  I  know  that  that  is  the  popular  belief,  but  I  also  know 
perfectly  well  that  it  is  not  true.  Of  course,  it  is  a  very  natural 
thing  for  an  inventor  to  think  that  he  has  got  something  that  is 
very  important,  and  very  frequently  they  are  submitted  to  us,  and 
we  have  to  be  exceedingly  careful,  because  in  nine  cases  out  of 
ten  it  is  a  very  old  device  rediscovered  by  someone  who  has  not  a 
thorough  knowledge  of  the  business.  So  now  we  absolutely  refuse 
to  put  ourselves  in  a  position  where  they  can  say  we  have  been 
accused  of  having  men  submit  the  facts  to  us  and  then  using  them, 
and  we  have  to  be  very  careful  in  that  respect.  But  I  can  say  this, 
that  I  don't  think  there  is  a  single  device  in  telephony  that  would 
be  an  improvement  on  the  present  methods  that  would  not  be 
adopted  if  it  could  be  shown  to  be  an  improvement.  But  you 
must  remember  that  what  will  work  in  laboratory  work,  in 
outside  conditions,  where  there  are  electric  lights  and  electric  rail- 
roads,  and  all  sorts  of  disturbances,  is  an  entirely  different  thing. 

Q.  So  that  that  belief,  which  is  more  or  less  common  or  popular, 
is  founded  on  a  myth?     A.  It  is  a  delusion. 

Q.  Nothing  of  the  sort  happens?  A.  No,  sir.  We  are  only 
too  glad  to  get  those.  Because,  when  you  come  to  realize  it,  it 
is  a  wonder  that  the  telephone  under  the  conditions  would  work 
at  all.  The  current  that  is  used  in  the  telephone  is  so  small 
that  it  cannot  be  measured  by  anything  except  the  telephone.  It 
is  about  .000003  of  the  part  of  the  current  that  lights  your  incan- 
descent light,  and  it  is  a  wonder  to  me,  when  I  think  of  it,  that 
you  can  use  that  at  all  under  the  conditions. 

Q.  And  when  you  speak  of  the  electric  light,  I  suppose  you 
refer  to  the  ordinary  carbon?  A.  Ordinary  carbon  films. 

Q.  Using  about  one-half  ampere?  A.  Well,  that  I  could  not 
give  you  exact  —  but  the  ordinary.  In  fact,  I  think  I  am  way 
within  the  mark  when  I  say  .000003  part.  I  asked  an  engineer 
one  day,  and  he  said  the  current  of  the  telephone,  passed  through 
one  teaspoonful  of  water,  would  take,  I  don't  know  how  many 
weeks,  to  heat  it  one  degree. 

Q.  That  has  reference  to  the  current  on  the  long  distance 
wire?  A.  On  any  telephone  wire. 
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Q.  Isn't  it  true  that  the  current  on  any  long  distance  wire  is 
much  more  attenuated,  if  that  is  the  proper  term  ?  A.  No.  No, 
I  guess  it  may  weaken  it  as  it  goes  along,  but  the  same  telephone 
that  is  used  on  the  long  distance  wires,  that  is  used  on  the  short 
wires. 

Q.  But  isn't  there  a  stepping  down  in  the  strength  of  the 
current  through  the  repeating  of  the  current  from  the  local  tele- 
phone to  the  long  distance  line?  A.  No,  I  don't  think  there  is 
anything  marked  at  all.  Of  course,  I  am  not  enough  of  an 
expert. 

Q.  That  is  more  for  the  engineering  department?  A.  Yes- 
The  engineer  will  tell  you  about  that. 

Q.  You  sjx>ke  early  in  your  testimony  of  the  associated  com- 
panies. I  did  not  get  clearly  the  idea  that  you  intended  to  convey 
in  regard  to  that,  I  think  ?    A.  That  is  the  subsidiary  companies. 

Q.  In  the  beginning  of  the  business  back  in  1878  or  1879,  you 
spoke  ?    A.  Oh,  no,  that  was  an  association. 

Q.  An  association?    A.  Yes,  sir,  simply. 

Q.  And  what  was  the  name  of  the  association?  A.  Why,  I 
think  they  called  first  the  Bell  Company  — 

Q.  The  Boll  Company?    A.  Yes,  sir,  something. 

Q.  Was  that  an  unincorporated-  association  ?  A.  Unincorpo- 
rated, yes,  sir.     It  was  a  partnership  of  those  four  individuals. 

Q.  It  was  not  an  association  of  telephones  but  operating  com- 
pany? A.  Oh,  no.  There  were  no  operating  companies  existing 
then. 

Q.  That  was  before  there  were  any  companies  ?    A.  Yes,  sir. 

Q.  You  spoke  of  the  Kew  England  Telegraph  Company,  I 
think  ?     A.  Yes  —  Telephone  Company. 

Q.  Or  telephone  company.  That  was  the  first  company  organ- 
ized for  telephonic  purposes  or  business  in  the  United  States? 
A.  Yes,  sir. 

Q.  And  what  was  the  actual  stock  of  that  company  ?  A.  The 
capital  of  that  was  $200,000,  of  which  $50,000  was  cash  and 
$150,000  was  paid  to  the  association  —  the  partnership. 

Q.  When  that  company  was  formed  the  partnership  turned  over 
all  of  its  patents?    A.  For  New  England. 

Q.  For  New  England  only?    A.  Yes,  sir. 
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Q.  That  is,  the  Xew  England  states,  Maine,  New  Ilampshirey 
Vermont,  Connecticut  and  Khode  Island?     A.  Yes,  sir. 

Q.  And  received  in  reluni  for  those  patents —  A.  $150,000 
in  stock. 

Q.  Fully  paid  stock?    A.  Yes,  sir. 

Q.  Was  there  more  than  one  class  to  the  stock  of  that  company  ? 
A.  No.     That  was  all  common  stock. 

Q.  When  you  speak  of  their  turning  over  the  patents  for  that 
territory,  you  mean  that  they  were  licensed  by  the  partners? 
A.  Well,  it  was  either  a  license  or  else  it  was  an  assignment  of 
patents.    It  was  exclusive  for  that  territory. 

Q.  What  they  might  call  in  the  patent  office  a  deed  of  certain 
territory  ?  A.  Well,  I  could  not  say  whether  it  was  an  assignment 
or  whether  it  was  a  license,  at  present. 

Q.  It  did  not  affect  the  ownership  in  the  patent  to  the  partners 
for  the  other  territory?    A.  No. 

Q.  In  what  other  countries  were  the  devices  covered  by  those 
patents  patented  at  that  time?  A.  Why,  they  were  patented  in 
several.  Patented  in  England,  and  I  think  pretty  generally  on 
the  continent. 

Q.  In  all  of  continental  Europe  ?  A.  I  think  pretty  generally^ 
yes,  although  I  am  not  absolutely  sure  of  that. 

Q.  And  in  Canada  also  ?    A.  Yes,  sir,  in  Canada. 

By  Assemblyman  Merritt: 

Q.  Mr.  Bell  was  the  president  of  that  ?  A.  Yes,  sir.  lie  was 
an  Englishman  —  or  Scotchman,  rather. 

By  Mr.  Page  : 

Q.  And  were  they  patented  in  Mexico  ?    A.  Yes,  sir. 

Q.  And  in  the  South  American  countries  ?  A.  Why,  there  were 
some  sorts  of  patents  down  there,  but  I  don't  think  they  were  very 
good  ones. 

Q.  Those  countries  don't  give  the  same  protection  to  foreign 
inventors  as  the  United  States  does?  A.  Well,  you  might  say 
practically  no  protection. 

Q.  Practically  no  protection?    A.  Yes,  sir. 
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Q.  And  that  applies  to  nearly  all  Central  and  South  American 
republics?    A.  Yes. 

Q.  And  applied  at  that  time  to  the  empire  of  Brazil  ?  A.  Why, 
I  think  you  might  say  that ;  yes. 

Q,  Now  that  company  had  been  in  existence  along  about  a  year 
when  there  was  formed  a  company  that  you  spoke  of  as  the  Bell 
Company?    A.  Yes,  sir. 

Q.  But  I  am  confused  as  to  whether  or  not  that  was  the  Bell 
Company  that  sold  out  in  1899  to  the  A.  T.  and  T.  ?  A.  No.  The 
Bell  Company  was  formed  just  after  the  Kew  England  Company 
taking  in  the  rest  of  the  United  States  from  the  association  or 
partners. 

Q.  Just  what  was  the  corporate  name  of  that  company  ?  A.  It 
was  the  Bell  Telephone  Company. 

Q.  The  Bell  Telephone  Company?    A.  Yes,  sir. 

Q.  And  where  was  it  incorporated?    A.  In  Massachusetts. 

Q.  The  New  England  Telephone  Company  was  also  in  Mass- 
achusetts ?  A.  Yes,  sir,  I  think  both  of  them  were  Massachusetts 
corporations. 

Q.  And  what  was  the  capital  stock  of  the  second  company, 
known  as  the  Bell  Company?     A.  $450,000. 

Q.  And  that  is  the  company  which  issued  —  A.  That  issued 
$250,000. 

Q.  For  sale?     A.  Issued  $250,000  to  the  old  association. 

Q.  That  is,  to  the  partners?  A.  To  the  partners,  for  their 
rights  and  property  and  everything  of  that  kind,  and  left  $200,000 
in  the  treasury. 

Q.  And  that  $200,000  you  stated  was  sold  for  what? 
A.  $430,000.  The  first  stock  was  sold  at  $50  a  share,  but  it  appre- 
ciated so  fast  that  before  they  got  through  they  sold  it  at  over  $200 
a  share,  the  balance  —  the  last  part  of  it,  for  treasury  purposes. 

Q.  That  is,  the  treasury  of  the  Bell  Company  received  for  its 
$200,000  par  value  of  stock  that  was  open  to  the  public  for  sub- 
scription, a  total  of  $430,000?  A.  It  was  not  open  for  public 
subscription,  but  sold  by  the  company  to  the  public  at  prices  rang- 
ing at  $50  a  share  up  to  approaching  $300. 

Q.  Were  you  permitted  to  sell  for  less  than  par  to  the  com- 
pany; issue —    A.  Yes,  because  that  was  all  paid  by  stock. 
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Q.  It  had  been  paid  up  by  turning  over  the  patent  rights? 
A.  It  had  been  paid  up  by  turning  over  the  patent  rights. 

Q.  Kow  the  $250,000,  that  was  issued  to  the  New  England? 
A.  No,  to  the  association. 

Q.  To  the  association,  to  the  partnership?    A.  Yes,  sir. 

Q.  Brought  to  the  Bell  Company  all  of  the  rights  which  the 
partnership  had  in  the  United  States  ?  A.  Yes,  and  the  partner- 
ship went  out  of  business. 

Q.  That  was  the  entire  United  States  patent  rights  with  the 

•        

exception  of  the  New  England  states?  A.  That  is,  the  New 
England  and  the  Bell  Company  together  owned  the  entire  United 
States. 

Q.  If  the  partnership  put  into  that  company  the  stock  in  the 
New  England  Company  which  they  received  for  their  grant  of 
right  in  New  England  ?    A.  No,  no. 

Q.  So  that  what  they  turned  over  to  the  Bell  Company  was 
merely  their  patent  rights?     A.  Outside  of  New  England. 

Q.  Outside  of  New  England,  and  that  left  in  the  field  or  put 
in  the  field  the  New  England  Telephone  Company  owning  the 
right  to  operate  under  the  so-called  Bell  patents  in  New  England, 
and  the  Bell  Company  owning  the  rights  over  all  the  rest  of  the 
United  States.  Was  there  put  into  the  Bell  Company  that  we 
have  been  speaking  of  any  foreign  patent  rights  ?  A.  No.  They 
were  retained  by  the  association,  or  partnership,  rather. 

Q.  And  those  have  been  since  disposed  of,  or  is  that  partner- 
ship still  in  existence  ?  A.  No.  They  were  all  disposed  of  very 
early  in  the  day. 

Q.  These  companies  were  organized  in  different  countries? 
A.  Yes,  sir. 

Q.  And  they  took  over  those  patents  and  issued  stock  for  them  ? 
A.  That  was  done,  all,  before,  probably  all  before  1883. 

Q.  Before  1883  ?  A.  Yes,  sir,  I  think  they  had  parted  with  all 
their  rights. 

Q.  So  that  by  the  end  of  1883  the  partnership  was  out  of  busi- 
ness as  a  partnership  ?  A.  Yes,  sir. 

By  Chairman  Davis  : 

Q.  Mr.  Vail,  that  partnership  was  composed  of  Mr.  Bell  and 
yourself  ?    A.  No,  sir,  it  was  Gardner  C.  Hubbard. 


410  [Senate 

Q.  That  was  the  father-in-law  of  Mr.  Bell  ?  A.  Mr.  Bell  and 
Mr.  Saunders  —  Thomas  A.  Saunders,  of  Haverhill,  Massachu- 
setts, and  Thomas  A.  Watson,  who  was  an  electrical  engineer. 
Each  of  the  three  first  named  owned  three-tenths  and  Watson 
owned  one-tenth. 

Q.  Do  you  understand  that  the  discovery  of  the  telephone  was 
made  by  Mr.  Bell  by  reason  of  his  wife  being  deaf  ?  A.  Why,  it 
is  very  interesting,  the  story  of  the  discovery  of  the  telephone. 

By  Mr.  Page  : 

Q.  Won't  you  tell  that  story,  Mr.  Vail  ?  A.  Mr.  Bell  was  con- 
demned practically  to  die  in  Scotland,  and  he  came  over  to  this 
country  and  settled  in  Canada.  And  at  that  time  there  was  a 
great  idea  of  producing  something  that  would  multiply  the  facili- 
ties of  telegraph  wires,  and  the  idea  was  principally  on  the  har- 
monic principle.  For  instance,  you  take  five  or  six  tuning  forks 
and  you  can  transmit  those  notes  separately  over  the  same  wire  — 
a  large  number.  And  there  were  a  great  many  workers  on  what 
we  call  the  harmonic  telegraph  —  Gray  and  others.  Bell  got  in- 
terested in  that  and  devoted  himself  to  that.  Prior  to  that  he  had 
been  a  professor  of  aecoustics,  and  his  father  had  discovered  what 
they  called  visible  speech  —  that  is,  putting  your  mouth  in  certain 
positions  to  utter  certain  sounds,  and  teaching  people  to  watch  the 
lips  and  talk  in  that  way.  Now  Mrs.  Bell,  for  instance ;  she  could 
not  hear  him  speak.  She  would  talk  so  that  you  would  think  she 
had  a  little  trouble  in  her  throat  —  that  was  all ;  and  that  was 
what  Professor  Bell's  father  discovered  and  what  Professor  Bell 
was  teaching.  That  was  brought  to  this  country  in  connection 
with  Harvard  University.  In  the  course  of  his  experiments  with 
this  harmonic  telephone  or  transmission  of  these  vibrations  over 
the  wire  it  occurred  to  him  that  if  you  could  transmit  tones  you 
could  also  transmit  vocal  sounds ;  the  difference  between  the  vibra- 
tion of  a  tone  or  a  note  and  that  of  vocal  soimds.  One  is  regular 
in  its  pitch  and  the  other  irregular  in  its  pitch,  you  know.  Bell 
was  probably  the  only  one  of  those  investigators  at  that  time  who 
understood  what  the  requirements  were.  His  first  idea  of  produc- 
ing these  irregular  vibrations  in  the  air  was  by  a  combination  of 
different  notes  following  out  a  principle  discovered  by  the  fore- 
most scientists.     So  he  built  what  he  called  a  harp  transmitter. 
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His  idea  was  to  strike  two  or  three  notes  and  strike  two  or  three 
others  and  make  other  vowel  sounds,  and  in  that  way  transmit 
vocal  speech.  He  knew  the  principle  from  the  striking  one  of 
these  springs  before  the  magneto  in  the  transmitter  —  or  at  least, 
he  was  listening  to  the  transmitter,  and  he  heard  a  sound  which 
was  peculiar.  In  other  words,  it  gave  what  you  might  call  the 
color  of  the  voice  or  the  color  of  sound  as  distinguished  from  a 
musical  sound.  He  immediatelv  ran  into  the  room  and  asked 
Watson,  who  was  experimenting  with  him,  and  Watson  said  he 
pulled  a  string  and  vibrated  it  in  front  of  him,  and  did  it  again. 
And  they  continued  on  that  until  Bell  found  without  the  use  of 
the  vibrate  and  with  the  use  of  these  magneto  transmitters  he  could 
transfer  what  was  actually  a  vocal  sound.  His  next  step  was  to 
take  a  string  and  put  a  diaphragm  in  and  an  ear  to  it,  and  talk  to 
them,  and  have  the  corresponding  transmitter  at  the  end.  It 
worked  to  a  certain  extent  imperfectly.  But  the  evolution  from 
that  to  the  iron  diaphragm  was  very  rapid  indeed.  So  these  ex- 
periments in  1876  —  or  the  close  of  1875,  showed,  by  the  spring 
of  1876,  that  he  had  developed  what  really  was  a  speaking  tele- 
phone, and  which  was  ready  for  the  exhibition  at  the  Centennial. 
There  is  another  curious  feature  about  it,  and  that  is,  the  Cen- 
tennial exhibitors,  or  the  people  in  charge,  would  not  put  that  in  a 
proper  place,  so  that  Gardner  C.  Hubbard,  who  was  chairman  of 
the  Massachusetts  Commission  to  the  Centennial,  put  it  in  the 
Massachusetts  exhibits  of  various  kinds,  and  it  was  labeled,  trans- 
mitting telegraph.  The  Committee  appointed  to  examine  these 
things  did  not  get  around  there  until  very  late  at  night,  and  they 
were  tired  and  all  that  sort  of  thing,  and  were  going  to  give  it  the 
go-by,  but  the  old  emperor  of  Brazil  happened  to  have  met  Mr. 
Bell  and  became  interested  in  his  visible  speech,  and  when  he  came 
in  —  he  was  on  the  committee  —  he  rushed  up  to  him  and  said : 
*^  How  do  you  do,  Professor  Bell  ?  I  am  glad  to  see  you  again." 
Well,  of  course,  that  immediately  drew  the  attention  of  the  com- 
mittee to  Bell,  and  they  were  a  little  more  willing  to  listen  to  his 
telephone,  and  that  marked  the  beginning  of  the  notoriety. 

By  Vice-Chairman  Merritt  : 

Q.  Got  him  his  hearing?  A.  Got  him  his  hearing.  If  it  had 
not  been  for  that  it  probably  would  have  been  another  year  before 
Bell  would  have  gotten  any  public  hearing  at  all. 
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By  Mr.  Page  : 

Q.  How  long  did  the  Bell  Company  that  you  are  just  speaking" 
of  continue  in  existence,  or  is  it  in  existence  now?  A.  The  Bell 
Company  was  organized  in  1878,  and  that  summer  or  fall  the 
National  Bell  was  organized.  Yes,  the  National  Bell  was  organ- 
ized, which  took  over  the  New  England  Company  and  the  Bell 
Company ;  consolidated  it  all  into  one  company  covering  the  whole 
of  the  United  States. 

Q.  And  that  was  the  National  Bell  ?  A.  That  was  the  National 
Bell. 

Q.  And  that  was  the  Bell  Company  which  you  spoke  of  as 
having  $6,000,000  in  capital  stock?  A.  No,  that  was  the  one 
that  had  $850,000  in  capital  stock. 

Q.  The  first  was  the  Bell  Company  ?  A.  The  first  was  the 
association. 

Q.  That  is,  the  partnership?     A.  Then,  the  two  companies. 

Q.  And  that  followed  by  the  Bell  Company  owning  the  rest  of 
the  United  States?    A.  Yes,  just  one  company. 

Q.  Then  the  National  Company  taking  in  the  New  England 
and  the  Bell?    A.  Yes,  sir. 

Q.  Now  what  was  the  capital  stock  of  that?     A.  $850,000. 

Q.  And  how  much  of  that  was  issued,  by  the  stock  of  the  old 
companies?  A.  They  issued  650  of  that  to  the  old  company^ 
share  for  share  of  their  old  stock. 

Q.  650  ?  A.  Yes  —  that  is,  450  and  250,  and  left  $200,000  in 
the  treasury. 

Q.  How  is  that  ?  A.  Why,  you  know  the  New  England  Com- 
pany had  $250,000  capital,  the  Bell  Company  had  $400,000  — 
that  makes  $650,000.  Now  the  National  Bell  bought  that  stock 
by  issuing  its  own  stock  share  for  share. 

Q.  So  that  instead  of  buying  the  property  they  bought  stock  f 
A.  Well,  they  bought  the  property  but  paid  for  it  in  that  way. 

Q.  It  acquired  the  absolute  ownership  in  the  property  by  get- 
ting the  entire  stock  issue  of  the  two  first  companies  ?    A.  Yes,  sir. 

Q.  And  exchanged  share  for  share?  A.  And  then  liquidating 
the  companies. 

Q.  Then  those  companies  were  wound  up?    A.  Yes,  sir. 
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Q.  And  in  the  course  of  that  winding  up  process  the  National 
Bell  took  the  ownership  of  all  the  patent  rights  for  the  United 
States  and  the  ownership  of  all  tangible  property  that  either  com- 
pany had  ?    A.  Yes,  sir. 

Q.  Now  at  that  time  was  the  New  England  Company  an  operat- 
ing Company  ?  A.  No,  sir.  It  was  practically  a  licensing  com- 
pany. In  the  very  early  days  none  of  the  companies  were  operat- 
ing companies  in  a  sense.  They  were  leasing  or  licensing  com- 
panies. 

Q.  They  were  licensing?    A.  Other  individuals. 

Q.  Other  companies  or  individuals  in  towns  and  cities  and  vil- 
lages?   A.  Yes,  sir. 

Q.  Giving  them  the  right  to  build  an  exchange  and  operate  it  ? 
A.  Yes. 

Q.  Now  those  exchanges  were  all  at  that  time  entirely  separate 
-and  distinct  entities  ?    A.  Absolutely. 

Q.  No  connection  ?    A.  No  connection  of  any  kind  whatever. 

Q.  And  no  connection,  any  of  them,  with  the  National  Bell 
-except  that  it  paid  them  or  paid  that  company  a  royalty  for  the 
jight  to  use  telephones'?    A.  Yes,  sir. 

Q.  Now  how  long  did  the  National  Bell,  endure  —  that  is,  that 
^was  succeeded  later  by  another  company?  A.  Why,  one  year  or 
«o,  when  the  American  Bell  was  formed.  Their  capital  was  ex- 
hausted and  they  formed  the  American  Bell.  They  formed  the 
American  Bell. 

Q.  And  that  was  the  company  formed  with  the  $6,000,000  capi- 
tal?    A.  That  was  the  company  formed  with  the  $0,000,000. 

Q.  And  they  issued  $5,100,000  of  that  stock?     A.  Yes. 

Q.  For  the  stock  of  the  National  Bell  ?  A.  For  the  $850,000 
of  the  National  Bell. 

Q.  And  the  balance  of  the  $900,000  was  sold  ?  A.  Sold  to  get 
money  to  go  ahead  with. 

Q.  ITow  was  that  money  used?  I  suppose  that  stock  was  sold 
at  par  ?    A.  It  was  sold  —  a  good  deal  of  it  sold  above  par. 

Q.  So  that  the  company  realized  more  than  $900,000  ?  A.  Real- 
ized more  than  $900,000.    I  have  forgotten  the  exact  amount. 

Q.  Any  considerable  sum  more  than  $900,000  ?  A.  Yes,  a 
Tcry  considerable,  but  I  could  not  give  you  the  exact  amount. 
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That  stock  went  up  at  one  time  —  that  was  the  stock  that  had 
that  phenomenal  rise  that  you  hear  talk  about,  going  up  to  a 
thousand  dollars  a  share. 

Q.  And  that  rise  took  place  before  the  company  had  parted  with 
all  of  its  treasury  stock ;  all  of  its  $900,000  ?  A.  No.  Well,  the 
company  commenced  to  use  more  of  its  capital,  and  increased  its 
stock  from  time  to  time,  so  that  when  the  American  Bell  finally 
went  out  of  business  it  had  a  capital  of  $26,000,000.  Some  of 
that  stock  was  sold  at  par  xmd  some  of  it  was  sold  at  a  premium* 
Xo,  I  am  mistaken  about  that.  That  stock  never  went  up  to  a 
thousand  dollars.  It  was  the  National  stock  that  went  up  to  a 
thousand  dollars  a  share  —  that  $850,000  worth. 

Q.  Prior  to  the  organization  of  the  American  Bell?  A.  Yes, 
sir. 

Q.  That  phenomenal  rise  was  not  on  account  of  any  attempt  on 
the  part  of  the  American  Bell  to  acquire  all  of  the  stock  of  the 
National  Bell  ?    A.  No. 

Q.  Previous  to  that?  A,  No.  The  American  Bell  was  the 
evolution  from  the  National  Bell  to  the  American  Bell.  The 
National  Bell  —  the  business  had  outgrown  the  National  Bell,  and 
so  they  had  to  organize  a  new  company  to  take  care  of  the  busi- 
ness Qn  larger  lines. 

Q.  What  I  was  trying  to  get  at  and  fix  was  the  date  of  the 
rise  of  the  National  Bell  stock,  whatever  the  price  per  share,  as 
related  to  the  date  of  the  organization  of  the  American  Bell  ?  A* 
Oh,  it  was  before  that.     Before  that. 

Q.  Sometime  before  the  American  Bell  was  organized?  A, 
Yes,  sir. 

Q.  And  before  it  was  known  that  it  would  be  organized?  A. 
Yes,  sir. 

Q.  Did  the  New  England  Telephone  Company  ever  pay  any 
dividend  to  its  stockholders?    A.  I  don't  think  it  did. 

Q.  How  about  the  Bell  Company  —  not  the  National  Com- 
pany? A.  No;  that  never  paid  a  dividend,  and  I  don't  think 
the  National  Bell  ever  paid  any  dividend. 

Q.  And  the  National  Bell  never  paid  any  dividend?  A.  I 
don't  think  it  did. 

Q.  Now,  during  the  time  covering  the  existence  of  the  New 
England  Telephone  Company,  the  Bell  Company  and  the  National 
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Bell  Company,  did  the  ownership  of  those  companies  remain 
all  of  the  time  practically  in  the  hands  of  the  original  association 
or  partnership?  A.  Substantially,  yes.  There  was  some  stock 
sold  to  the  public. 

Q.  But  the  control —  A.  But  the  control  stayed  with  those 
people. 

Q.  Now,  when  was  the  first  stock,  or  first  increase  of  stock 
of  the  American  Bell  Company  ?  A.  Well,  I  would  have  to  look 
up  that  date,  but  it  was  very  soon  after  the  incorporation,  for 
the  reason  that  the  business  commenced  growing  rather  fast  and 
money  was  needed.  And  at  that  same  time  we  commenced  oper- 
ating exchanges  ourselves.  For  instance,  took  in  Chicago  and 
Boston  and  a  number  of  places  where  you  could  not  get  local 
capital  interested,  and  the  American  Bell  built  exchanges  itself, 
so  it  required  a  good  deal  of  money.  Then  the  American  Bell 
built  these  long  distance  lines  and,  in  that  way,  to  meet  those 
requirements,  there  was  an  increase  of  stock  from  time  to  time. 

Q.  In  about  how  many  cities  did  the  American  Bell  build  and 
entirely  own  the  local  exchange?  A.  Why,  the  Chicago,  the 
Boston  — 

Q.  St.  Louis  ?    A.  No. 

Q.  Not  in  St.  Louis?  A.  No,  I  don't  think  it  did,  and  then 
quite  a  number  of  places  of  less  importance  than  that. 

Q.  Smaller  cities  —  any  of  them  in  the  State  of  New  York  ?  A. 
My  impression  is  they  built  Syracuse,  but  I  am  not  absolutely 
sure  about  that. 

Q.  Do  you  know  about  when  that  exchange  was  built?  A.  A 
very  early  date  —  one  of  the  very  early  exchanges,  along  in  1879 
sometime  — 1879  or  1880  —  one  of  the  first  exchanges  that  was 
buat. 

Q.  What  was  the  very  first  local  exchange  that  was  built  ?  A. 
Well,  that  you  could  not  get  any  two  men  to  agree  upon.  Every 
city  claims  that.  My  impression  is  that  Boston  really  was  the 
first,  but  at  the  time  that  the  telephone  came  they  had  already 
started  what  they  called  telegraph  exchanges  —  lines  radiating 
from  central  offices  exactly  the  same  as  our  exchanges  do,  but  hav- 
ing this  printing  telegraph.  For  instance,  the  lawyers'  telegraph. 
here  in  New  York,  have  quite  a  large  exchange.    They  would  call 
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lip  the  central  office  first,  and  teli  them  they  wanted  to  be  con- 
nected with  a  lawyer,  and  do  the  talking  by  these  instruments 
exactly  as  they  do  by  telephones  to-day,  and  the  first  telephones 
were  used  to  replace  those  printing  telegrams,  the  same  as  used 
on  private  lines,  to  replace  those  printed  telegrams.  For  that 
reason,  the  first  exchange  is  very  uncertain.  Bridgeport  claims 
it,  Boston  claims  it,  Jamestown,  N.  Y.,  claims  it  —  go  all  over 
the  country  and  you  find  some  claims  for  it. 

Q.  Some  twenty-five  or  fifty  towns  willing  to  have  that  honor  ? 
A.  Yes,  but  everything  went  along  so  fast  for  two  or  three  years, 
that  it  is  very  hard  work  —  well,  for  about  a  year  or  a  year  and 
a  half,  that  is  very  hard  work  to  fix  that.  I  was  surprised  when 
I  came  back.  I  was  called  upon  to  look  up  information  on  a 
certain  point,  and  things  that  I  had  in  my  mind  but  covered  years, 
four  or  five  years,  were  all  performed  in  something  like  eighteen 
months. 

Q.  Xow,  yoi  spoke  of  the  printing  telegraph  machine  was  that 
a  device  like  the  present  stock  ticker?  A.  Why,  very  much  the 
same;  yes,  sir,  exactly,  that  it  was  operated  — 

Q.  By  a  keyboard?  A.  By  a  keyboard,  yes.  Practically  the 
same. 

Q.  Except  that  each  subscriber  instead  of  having  a  receiving 
instrument  had  a  sending  device  the  same  as  in  the  central  station 
stock  ticker  office?     A.  Yes,  sir. 

Q.  What  company  owns  the  stock  tickers,  do  you  know?  A. 
Well,  do  you  mean  here  in  New  York  ? 

Q.  Yes,  Xew  York  and  in  New  York  State  generally?  A. 
Why,  I  think  the  Gold  and  Stock  is  the  principal  o^vner  of  it. 

Q.  That  is  the  same  company  that  did  own  them  in  1878  ?  A. 
Yes,  sir.  • 

Q.  When  you  made  your  arrangement?  A.  Oh,  it  is  a  sub- 
sidiary to  the  Western  Union. 

Q.  Yes,  I  understood  that  company  was  entirely  owned  by  the 
Western  Union  ?  A.  It  is  not  entirely  owned  now.  I  think  it  has 
a  corporate  existence  still.  I  don't  know  but  that  at  that  time  it 
was  partly  owned  outside. 

Q.  But  now  it  is  wholly  controlled  by  the  Western  Union?  A. 
Yes,  sir. 
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Q.  If  not  absolutely  owned?     A.  Yes,  sir. 

Q.  What  was  the  arrangement  made  —  you  made  with  the 
Gold  and  Stock  Telephone  Company  ?  A.  Well,  the  arrangement 
was  really  made  to  get  half,  but  that  arrangement,  Dr.  W^hite, 
of  Philadelphia,  after  Gray  had  invented  the  telephone  and  after 
it  had  become  developed  that  the  telephone  was  of  importance, 
then,  of  course,  there  were  a  number  of  claims,  and  among  others 
was  Professor  Gray.  Dr.  White,  of  Philadelphia,  had  been  ad- 
vancing money  to  Gray  to  develop  this  harmonic  telegraph,  the 
same  as  Bell  was  at  work  upon,  and  so  owned  whatever  patent 
there  was.  The  Western  Union  had  in  their  employ  Mr.  Edison, 
who  was  at  that  time  a  very  skilful  and  able  inventor,  so  that 
the  Gold  and  Stock  and  the  Western  Union  and  Dr.  White's  com- 
pany formed  what  is  known  as  the  American  Speaking  Telephone 
Company  to  which  all  telephone  patents  were  assigned.  That  was 
owned,  two-thirds  by  the  Western  Union  and  one-third  by  Dr. 
AVhite. 

Q.  Those  patents  were  none  of  them  patents  owned  by  your 
company  ?    A.  None  of  them  at  all. 

Q.  Those  were  entirely  separate  and  distinct?  A.  Their 
claims  were  separate  and  distinct. 

Q.  Could  you  give  Dr.  White's  first  name?  A.  S.  S.,  if  I 
remember  rightly.  But  he  is  the  head  of  a  big  dental  establish- 
ment in  Philadelphia.  The  American  speaking  telephones,  own- 
ing these  patents  controlled  by  the  Western  Union,  the  Gold  and 
Stock,  and  that  did  the  telephone  business  by  the  W^estern  Union 
or  the  Gold  and  Stock,  whichever  it  was.  In  1879,  when  we  made 
our  arrangement,  the  arrangement  was  made  between  the  Bell 
interests,  the  Western  Union  interests  and  the  American  Speaking 
Telephone  interests.  It  was  a  tri-party  agreement,  by  which,  as 
I  told  you,  the  Western  Union  turned  over  all  the  license  imder 
all  their  patents  and  we  paid  them  a  certain  royalty. 

Q.  Was  that  royalty  arrangement  a  continuing  royalty  for  so 
much  per  annum  or  a  lump  sum  ?  A.  No,  so  much  per  instru- 
ment. A  certain  percentage  rental  we  received  on  each  instru- 
ment during  the  life  of  the  patent. 

Q.  That  is,  each  instrument  that  you  installed  ?    A.  Yes,  sir. 

Q.  Every  telephone?     A.  Yes,  sir. 
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Q.  And  who  were  the  patents  rented,  or  the  patent  that  royalty 
related  to  ?  A.  The  principal  patents  were  granted  in  1876  or 
1877. 

Q.  I  am  not  speaking  of  the  Bell  patents  that  you  had,  but 
the  patents  which  the  Western  Union  controlled?  A.  I  don't 
think  there  were  any  controlling  patents  issued.  There  were 
claims  and  patent's  on  improvements  or  details. 

Q.  Whatever  you  had?  A.  They  were  issued  in  1877,  1878 
and  1879. 

Q.  But  the  agreement  for  royalty  was  not  an  agreement  for  a 
perpetual  royalty,  but  only  during  the  life  of  the  patent?  A» 
That  was  continued  —  well,  for  seventeen  years. 

Q.  Seventeen  years  from  the  date  of  the  last  patent  which 
they  had?    A.  Yes,  sir. 

Q.  What  was  that  royalty  per  instrument?  A.  They  were 
to  receive  a  certain  percentage  royalty  —  not  less  than  $1,  I  think 
it  was. 

Q.  That  was  per  year?    A.  Per  year,  yes,  sir. 

Q.  And  what  was   the  percentage?     A.  Twenty,   I   think. 

Q.  And  was  that  percentage  based  upon  the  gross  income  from 
the  instrument  or  upon  the  net  income  ?  A.  No,  the  net  income 
from  the  instrument. 

Q.  That  is,  in  the  exchange  which  you  controlled  you  figured 
up  the  amount  of  your  net  income  for  the  exchange  and  divided 
it  by  the  number  of  instruments?  A.  Xo.  In  the  very  early 
commencement  of  the  business,  you  know  the  instruments  were 
leased  by  these  different  companies  to  the  users.  Of  course, 
the  first  idea  was  that  they  would  only  be  used  on  private  lines. 
The  rental  was  fixed  at  $10  a  piece  for  each  instrument,  and  that 
thing,  after  the  exchange  business  was  commenced  the  rental  pol- 
icy continued,  so  that  for  every  instrument  that  the  exchange 
used  they  paid  $10,  less  a  certain  discount,  varying  all  the  way 
from  30  to  50  per  cent,  so  that  the  net  rental  ranged  from  $5 
to  $7  per  year.  Now,  that  was  the  way  the  business  was  being 
carried  on.  In  other  words,  the  instruments  were  furnished  by 
the  Bell  Company  and  that  license  or  rental  fee  was  a  certain 
discount  from  $10,  the  nominal  rental.  The  Western  Union 
received  a  certain  portion  of  that. 
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Q.  They  received  20  per  cent,  of  that,  and  in  no  event  less 
than  $1  per  instrument  ?    A.  Yes,  sir. 

Q.  And  that  arrangement  was  to  apply  in  some  way  to  the 
exchanges  the  Bell  Company  built,  for  instance,  the  Chicago 
exchange?    A.  We  had  to  account  on  that  same  basis. 

Q.  As  though  the  instrument  had  been  rented  to  the  exchange  ? 
A.  Yes,  sir. 

Q.  Treating  the  exchange  as  a  separate  entity  rather  than  an 
operating  branch  of  your  business?     A.  Yes,  sir. 

Q.  In  what  year  did  the  payment  of  those  royalties  to  the  West- 
ern  Union  cease?     A.  Why,  that  would  be  1896,   about. 

Q.  About  1896?     A.  Yes. 

Q.  Now,  when  the  first  increase  in  stock  of  the  American  Bell 
Telephone  Company,  the  one  that  started  with  the  $6,000,000 
capital  ?  A.  Well,  it  would  be  impossible  for  me  to  give  you  the 
date  now.    I  can  furnish  it  to  you,  though. 

Q.  You  can  give  it  approximately?  A.  It  was  within  a  year 
or  so,  and  the  increase  was  small  at  first,  $300,000  and  $400,000, 
and  increasing  as  our  business  increased.  But  in  1899,  when 
the  American  Bell  was  transferred  to  the  A.  T.  &.  T.,  the  stock 
had  increased  from  those  six  millions  and  something  to 
$26,000,000.     There  had  been  $20,000,000  of  new  stock  issued. 

Q.  Up  to  what  year?     A.  Up  to  1899. 

Q.  That  was  the  time  of  the  sale?  A.  The  time  of  the  sale  to 
the  American  —  A,  T.  &  T. —  when  the  American  Bell  went  out 
and  the  A.  T.  &  T.  came  in. 

Q.  The  A.  T.  &  T. — American  Telegraph  and  Telephone  Com- 
pany —  was  organized  long  prior  to  that  date  ?  A.  Oh,  yes,  but 
they  simply  did  the  long  distance  business.  They  were  just  as 
much  a  license  company  as  the  Xew  York  company  or  Chicago 
or  any  other  one.  They  were  licensed  to  do  the  long  distance 
business.  Xow,  the  connecting  up  these  different  exchanges  with 
each  other  — 

Q.  Was  that  business  done  mostly  by  the  A.  T.  &  T.,  in  setting 
poles  and  stringing  wires,  and  making  connection  with  different 
local  exchanges,  to  connect  in  those  exchanges  ?  A.  Done  entirely 
in  that  way. 

Q.  So  they  used  comparatively  new  instruments  ?  A.  Compara- 
tively new. 
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Q.  Now  they  required  them,  in  order  to  do  business  of  a  tele- 
phonic nature,  a  license  from  the  American  Bell  Company? 
A.  Yes,  sir. 

Q.  And  how  was  that  determined,  what  was  the  basis  for  it,  in 
the  nature  of  the  gross  receipts  or  an  arbitrary  sum  ?  A.  A  pro- 
portion of  the  stock  —  the  first  issue  of  the  stock.  But  there 
never  was  any  outside  ownership  of  the  A.  T.  &  T.  until  after 
1899. 

Q.  The  A.  T.  &  T.  was  organized  back  in  the  eighties,  and 
that  was  owned  by  the  partnership?  A.  No,  by  the  American  Bell. 

Q.  By  the  same  individuals?     A.  Yes,  sir. 

Q.  And  there  was  granted  to  it  by  the  American  Bell  Tele- 
phone Company,  which  was  also  practically  controlled  by  the 
original  partnership,  the  right  to  do  a  long  distance  business.  Now 
how  extensive  was  that  grant  in  the  beginning.  Did  it  cover  the 
whole  country  ?    A.  Covered  the  whole  country  and  was  exclusive. 

Q.  And  what  did  the  A.  T.  &  T.  give  to  the  American  Bell 
in  return  for  that  ?    A.  A  certain  proportion  of  its  stock. 

Q.  And  what  was  that  proportion  ?  A.  My  impression  is  it  was 
30  per  cent.,  but  T  am  not  absolutely  sure  al)out  that. 

Q.  Thirty  per  cent.  ?  A.  Yes,  and  the  rest  of  the  stock  was 
issued  for  capital  to  build  these  lines. 

Q.  And  there  was  no  arrangement  between  the  Bell,  the  Ameri- 
can Bell  and  the  A.  T.  &  T.  which  provided  for  the  payment  of 
royalty  on  percentage  of  gross  receipts  by  the  A.  T.  &  T.  after 
the  payment  by  the  issue  of  the  stock  ?  A.  Well,  they  paid  the 
same  rental  that  the  others  did,  but,  of  course,  they  used  fewer 
instruments  for  telephoning. 

Q.  Yes,  but  they  had  practically  no  telephones  here  and  there 
were  —  A.  Yes.  Well,  there  were  a  great  many  in  the  aggregate, 
but  not  many  compared  with  the  exchanges. 

Q.  Very  scattering?     A.  Ye^s,  sir. 

Q.  So  that  was  only  a  small  ])art  of  the  expenses  of  operating 
the  long  distance?    A.  Very  small  part  of  it. 

Q.  Now  has  that  arrangement  continued  up  to  the  present  time? 

A.  No. 

Q.  Or  up  to  1899  ?    A.  Up  to  1899  that  continued. 
Q.  That    arrangement    continued    without    any  modification? 
A.  I  think  it  did,  but  you  know,  from  1889  until  1904  or  1905  I 
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had  very  little  knowledge,  except  in  a  general  way,  of  what  was 
going  on  in  the  telephone  business.  I  was  away  from  the  country 
a  good  deal. 

Q.  Yon  were  practically  out  of  it  except  as  a  stockholder? 
A.  Yes. 

Q.  During  that  time  did  the  American  B(»ll  Telephone  Com- 
pany ever  pay  any  dividends  ?    A.  Oh,  yes. 

Q.  About  what  year  did  they  begin  to  pay  dividends  ?  A.  Why, 
very  soon  after  the  organization.  It  was  on  a  dividend  paying 
basis  almost  from  the  start. 

Q.  And  can  you  tell  in  a  general  way  what  their  early  dividends 
were,  what  percentage?  A.  I  think  they  commenced  at  6  per 
cent,  and  gradually  increased  until  they  got  up  to  15,  regular  and 
extras. 

Q.  The  6  per  cent,  dividend  was  a  regular  dividend  practically 
from  the  start,  and  then  they  worked  up  to  practically  a  regular 
dividend  of  15  per  cent  ?    A.  And  extras. 

Q.  And  in  addition  to  the  15  there  were  extras?  A.  No,  in- 
cluding the  extras. 

Q.  The  regular  was  always  6  after  dividends  began?  A.  Yes, 
sir. 

Q.  And  then  there  were  extras  enough  to  make  it  practically  15 
per  cent  ?  A.  At  the  close,  A.  T.  &  T.,  for  years,  it  was  prac- 
tically a  15  per  cent,  dividend. 

Q.  Did  the  American  Bell  Company  ever  declare  a  stock  divi- 
dend ?  A.  Xo,  sir. 

Q.  All  the  stock  that  was  issued  by  that  company  was  issued 
for  cash,  with  the  exception  of  the  $5,100,000  that  we  are  speaking 
of  at  the  very  beginning  of  the  company?  A.  And  in  addition 
to  that  — 

Q.  Did  they  at  sometimes  sell  their  stock  at  more  than  par? 
A.  They  did.  Towards  the  last  it  was  all  sold  either  at  auction 
or  private  sale  at  prices  fixed  by  the  Massachusetts  Commission* 
So  it  varied.  I  think  we  got  nearly  $200  a  share  for  some  of  the 
stock  —  some  of  the  treasury  stock. 

Q.  But  the  prices  for  the  stock  was  not  fixed  by  the  directors 
but  fixed  by  a  State  commission?  A.  Either  at  auction  or  fixed 
bv  the  State  commission. 
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Q.  What  commission  is  that?  A.  It  is  a  commission  on  cor- 
porations, or,  I  think  it  was  an  officer  of  the  State. 

Q.  Did  he  have  power  to  fix  the  price  at  which  the  stock  of  all 
corporations  should  be  issued?  A.  All  we  were  not  allowed  to 
issue  at  part  to  the  shareholders. 

Q.  And  what  particular  type  of  corporations  did  he  have  juris- 
diction over?  A.  Well,  all.  I  think  all  corporations,  but  I  am 
very  vague  about  that,  indeed. 

Q.  Including  manufacturing  corporations?  A.  Xo,  I  don't 
think  so. 

Q.  Trading  companies,  or  did  his  powers  relate  only  to  public 
service  corporations  ?  A.  I  can  get  you  that  information  exactly, 
but  I  am  vague  about  it. 

Q.  Will  you  get  that  information?     A.  Yes,  sir. 

Q.  And  while  I  think  about  it,  Mr.  Vail,  there  are  several 
things  that  the  Committee  want  to  know  probably,  and  several 
things  which  you  can  furnish  in  the  way  of  information  touching 
various  matters  that  you  are  probably  not  prepared  with  to-day. 
[  v.'ould  like  to  inquire  if  you  are  willing  to  consider  yourself 
under  subpoena  from  the  Committee  and  will  come  back  here  at 
some  later  time,  either  this  month  or  next,  which  will  be  arrange<l 
to  suit  your  convenience  as  nearly  as  may  be,  and  testify  further, 
should  the  Committee  desire  it  ?    A.  Certainlv. 

Q.  So  that  if  the  Committee  determines  that  they  would  like 
further  testimony  from  you  at  a  further  sitting  the  arrangement 
can  be  made  and  you  will  come  here  and  testify  further  ?  A.  Anv 
time  that  they  desire  it.  Of  course,  I  am  away  from  here  some. 
My  headquarters  are  in  Boston,  and  I  would  like  a  little  notice, 

but  I  will  suit  myself  for  the  convenience  of  the  Committee. 

t.' 

The  CiiAiRMAX :  We  will  have  a  perfect  understanding. 

Q.  There  will  l)e  no  difficulty  al)out  your  having  at  least  a 
week's  notice.  That  will  be  sufficient,  won't  it  ?  A.  Then,  I  would 
like  to  go  up  to  Vermont,  and  get  rested  once  in  awhile. 

Q.  Whereabouts  in  Vermont  do  you  live,  Mr.  Vail  ?  A.  At 
Linden.  Well,  St.  Johnsville  is  the  nearest  point,  I  guess,  of 
national  reputation,  where  the  Scale  Works  are.  T  just  want  to 
make  one  statement  here.  You  were  speaking  about  that  stock 
being  sold  at  a  premium.     When  the  American  Bell  went  out  of 
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existence  the  actual  cash  that  had  been  paid  in,  including  the 
associations  and  the  Xew  England  Company  and  the  Bell  Com- 
pany, the  National  Bell  and  American  Bell,  by  the  shareholders, 
was  more  than  the  total  capital  stocL 

Q.  So  the  cash  premiums  had  wiped  out  the  stock  issue  for  other 
stock?    A.  Yes. 

Q.  And  if  that  had  been  treated  as  an  impairment  of  capital  in 
the  beginning  the  impairment  was  made  good  up  to  the  par  value 
of  the  stock  by  premiums  that  were  obtained  on  later  issues? 
A.  Yes.  And  that  was  not  paid  in  by  making  dividends,  either. 
It  was  actual  cash  that  was  received  at  auction  or  by  sale  of  the 
stock. 

Q.  Did  the  company  at  any  time  go  through  the  formality  of 
declaring  a  dividend  equal  to  a  proposed  new  stock  issue,  and  pay 
to  its  shareholders  the  dividend  and  giving  them  the  right  to  sub- 
scribe to  new  stock  to  the  amount  of  the  dividend  ?    A.  It  did  not. 

Q.  Nothing  of  that  kind  was  ever  done  at  any  time  by  the 
American  Bell  Company,  but  has  that  or  anything  like  that  ever 
been  done  in  the  case  of  the  American  Telephone  and  Telegraph 
Company  ?     A.  It  has  not. 

Q.  That  company  was  organized  in  1883,  and  where  did  it 
build  its  first  lines?  A.  The  first  line  was  built  between  New 
York  and  Philadelphia. 

Q.  TSat  company  did  not  build  the  Boston  line  ?    A.  No. 

Q.  Or  the  Boston- Lowell  line?  A.  No.  The  Boston-Lowell 
line  was  built  by  a  combination  of  local  companies.  The  New 
York  and  Boston  line  was  built  by  the  American  Bell  Company 
itself.  It  was  not  a  line  that  had  wires  strung  between  New  York 
and  Boston  on  their  poles. 

Q.  On  poles  of  other  than  telephone  ?  A.  No,  telephone  poles. 
There  were  telephone  poles  covering,  reaching  the  territory  be- 
tween those  places.    But  there  were  some  poles  put  in  —  a  few. 

Q.  During  the  time,  the  period  between  1884,  the  American 
Bell  was  organized,  wasn't  it  ?    A.  No. 

Q.  1884  or  1885  ?  A.  No,  it  was  before  that.  I  could  not  give 
jou  the  exact  date.    I  can  get  it  for  you,  though. 

Q.  And  that  is  one  of  the  things  you  will  furnish  later  of  the 
incorporation?  A.  Yes,  sir.  Will  you  make  a  memorandum  of 
those  things  you  want  me  to  furnish? 
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Q.  It  will  all  appear  in  the  minutes,  and  I  expect  you  will  have 
a  copy  of  it.  Now  beginning  with  the  date  of  the  organization  ol 
the  American  Bell  Telephone  Company  and  continuing  down  to 
1899,  when  it  sold  out  to  the  A.  T.  &  T.,  there  were  a  large 
number  of  corporations  organized  throughout  the  country  to  operate 
local  exchanges,  by  the  American  Bell  Company's  licenses,  those 
exchanges  to  operate  under  the  patents  which  it  owned,  that  is,  as 
a  general  proposition?  A.  As  a  general  proposition.  But,  of 
course,  a  great  deal  of  the  territory  was  covered  by  licenses  before 
that.  But  wherever  the  territorv  was  uncovered  the  American  Bell 
issued  a  license  on  the  same  general  principles  that  they  did  before. 

Q.  Well,  where  the  license  had  been  granted  before  that  time  it 
had  been  granted  by  the  predecessor  or  predecessors  of  the  Ameri- 
can Bell  ?    A.  Yes,  sir. 

Q.  And  the  American  Bell  had  succeeded  to  all  of  the  interests 
of  the  predecessors  in  this  license?  A.  Yes,  sir.  And  then  a 
great  many  of  those  licenses  were  short  time  licenses,  so  that  imme- 
diately after  the  settlement  of  November,  1879,  most  of  those  short 
time  licenses  applied  for  permanent  licenses  surrendering  their 
short  time  license. 

Q.  After  1879?    A.  T  mean,  after  the  settlement. 

Q.  With  the  Western  Union  ?  A.  Yes,  and  with  the  growth  of 
the  business  by  that  time,  it  became  more  or  less  determined  what 
the  business  was  going  to  require  —  that  the  business  was  going 
to  require  larger  capital,  and,  of  course,  you  could  not  get  large 
capital  unless  you  had  some  sort  of  permanent  arrangement.  And 
so  they  came  in,  surrendered  their  temporary  license  and  took 
permanent  licenses. 

Q.  Did  it  happen  in  any  of  those  cases  that  the  American  Bell 
or  its  predecessors  received  under  the  licensing  arrangement  as  a 
consideration  for  the  license  an  issuing  of  capital  stock  to  the 
licensee?  A.  Yes,  in  all  cases  where  they  granted  permanent 
license  in  lieu  of  temporary  license  they  received  a  certain  propor- 
tion of  the  stock. 

Q.  And  that  was  when?  A.  It  started  at  30  per  cent,  and 
increased.  It  was  generally  never  less  than  80  that  I  remember,, 
and  above  that  sum,  according  to  the  territory  and  prospects. 

Q.  Usually  about  52  per  cent,  or  50  per  cent.  ?  A.  No,  there 
was  only  one  or  two  cases  where  it  ever  amounted  to  50  per  cent. 
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The  companies  acquired  all  of  the  stock  that  it  now  holds  except- 
ing that  issued  with  the  license  by  purchase. 

Q.  And  did  it  sometimes  happen  or  did  it  frequently  happen 
that  the  licensee  would  be  compelled  to  increase  its  capital  in  order 
to  do  the  business  of  the  territory  ?    A.  Very  frequently. 

Q.  And  in  those  cases  did  the  American  Bell  Company  and  its 
predecessors  always  take  its  pro  rata  share  of  increase  ?  A.  Under 
the  contract  it  had  a  right  to,  but  I  don't  think  it  ever  got  it. 

Q.  Did  it  sometimes  get  it  ?  A.  It  might  have  been  in  one  or 
two  cases  a  small  amount,  but  I  don't  think  it  ever  amounted  to 
anything,  the  stock  they  got  on  the  increase.  I  can  find  that  out 
4ibsolutelv. 

Q.  You  think  the  local  investors  usually  took  the  increase? 
A.  Usually  took  the  increase.  We,  of  course,  bought  our  pro  rata 
and  paid  for  it  the  same  as  others. 

Q.  Did  you  take  your  pro  rata  share  of  the  increase  in  each 
<*ase?    A.  Oh,  yes. 

Q.  So  that  except  in  cases  where  you  may  have  acquired  stock 
to  cost  you  more  than  your  original  pro  rata  share,  you  always 
maintained  that  pro  rata  by  taking  your  share  of  all  increases? 
A.  Yes,  sir. 

Q.  Have  you  any  idea  as  to  the  number  of  companies  that  were 
licensees  of  th^  American  Bell,  or  its  predecessors,  which  gave  the 
licensor  the  control  of  its  stock  as  a  consideration  for  the  license  ? 
A.  I  can  only  remember  there  were  two  cases,  I  think,  where  the 
Bell  Company  got  a  control.  They  did  not  get  a  control  of  the  50 
per  cent.  They  never  got  over  50  per  cent.  But  there  were  two 
companies  —  and  that  was  afterwards  surrendered  so  that  it  was 
not  permanent. 

Q.  That  was  only  a  temporary  arrangement?  A.  Why,  the 
business  got  to  booming  so  that  people  got  crazy,  and  I  suppose 
our  people  had  an  idea  that  they  wanted  their  share  of  it,  so  they 
asked  for  50  per  cent,  instead  of  30,  and  they  found,  however, 
that  the  boom  was  not  genuine,  and  they  had  to  go  back  to  their 
old  principles. 

Kecess  until  2 :30  p.  m.  ^^ 
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■a. 

,y  AFTER  RECESS. 

Chairman  Davis  :  The  Committee  will  be  in  order. 

By  Mr.  Page: 

Q.  Mr.  Vail,  just  before  the  recess  you  stated  that  all  of  the 
licensees,  or  practically  all  of  them,  gave  to  the  American  Bell 
Company,  as  a  consideration  for  the  license,  a  certain  percentage 
of  their  stock,  that  is  correct,  isn't  it  ?    A.  Yes. 

Q.  There  was  some  other  consideration,  was  there  not,  for  the 
license?    A.  Xo  other  except  the  rental  of  the  telephones. 

Q.  Was  that  in  each  case  based  upon  a  certain  sum  per  year 
for  each  instrument  ?  A.  Yes,  less  a  certain  discount  which  was 
more  or  less  imiform;  in  most  cases  305,  some  forty,  and  some 

fifty. 

Q.  In  some  cases  was  the  annual  rental  based  entirely  upon 
the  gross  income  of  the  licensee?  A.  In  those  days  it  never  was 
based  upon  the  gross  income,  it  was  always  on  the  instruments. 

Q.  By  those  days,  you  mean  prior  to  what  time?  A.  Why, 
I  should  say  that  prior  to  1902  to  1903,  somewhere  along  there. 
I  don't  know  the  exact  date  because  I  wasn't  there.  Then  it  was 
changed  —  the  rental  was  abolished,  and  the  consideration  for 
our  patents  and  all  other  sei-vices  rendered  was  based  upon  a  per* 
centage.  I  think  that  change  was  made  along  in  1902  or  1908, 
somewhere  along  there.    I  can  get  you  the  exact  date. 

Q.  There  has  been  some  evidence  given  before  the  Committee, 
as  I  recall  it,  to  the  eflFect  that  in  some  cases  back  in  1885,  the 
consideration  for  the  license  was  the  issuing  of  a  part  of  the  stock 
of  the  licensee  to  the  licensor  and  an  agreement  to  pay  4%  per 
cent,  of  the  gross  receipts  of  the  licensor?  A.  That  is  not  the 
case. 

Q.  That  isn't  true  in  any  case,  or  wasn't  true  in  any  case? 
A.  Xo,  that  4i/l>  per  cent,  was  introduced  some  time  after  1900 
in  lieu  of  the  rental  of  the  instruments  and  the  rental  was  abolished 
on  each  instrument  and  we  are  working  now  in  that  way.  It  ia 
4%  P^r  cent,  of  the  gross. 

Q.  That  is  paid  to  what  company  ?     A.  Paid  to  the  A.  T.  &  T* 

Q.  Direct?     A.  Direct. 
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Q.  And  is  that  true  of  every  licensee?  A.  Yes,  that  is  the 
basis. 

Q.  Fonr  and  one-half  per  cent,  of  the  gross  receipts  ?    A.  Yes. 

Q.  In  figuring  that  4^/^  per  cent.,  do  you  include  the  commis- 
sion to  the  local  company  or  long  distance  business^  A.  What- 
ever the  gross  receipts  are. 

Q.  From  all  sources?  A.  Are  included.  There  are  a  few 
exceptions  that  our  auditor  can  give  you. 

Q.  Do  you  know  if  it  inchides  the  income  to  the  operating 
company  which  it  receives  or  you  receive  from  investments?  A. 
Xo,  I  don't  think  it  does. 

Q.  It  is  only  the  gross  operating  receipts?  A.  Only  on  the 
gross  operating  from  the  use  of  instruments. 

Q.  Can  you  tell  about  the  numl)er  of  companies  that  are 
licensees  under  the  Bell  patent  that  are  o\\aKHl  by  the  A.  T.  k  T. 
Company?    A.  Xow? 

Q.  Yes,  at  the  present  time?  A.  There  are  something  like  be- 
tween thirty  and  thirtv-five  direct  licensees,  and  then  there  are 
some  sub-licensees  who  receive  their  licenses  from  the  licensed 
companies.  There  are  a  good  many  hundreds  of  them;  but  they 
have  no  direct  relation  with  the  A.  T.  &  T.  It  is  only  through 
the  associated  companies. 

Q.  And  you  are  speaking  now  of  only  the  United  States? 
A.  Only  the  United  States. 

Q.  That  is  the  American  Tele])hone  and  Telegraph  Company 
does  no  business  outside  of  the  United  States?  A.  No.  It  has 
an  ownership  in  the  Canada  Company;  but  with  that  exception 
it  does  not  do  business  outside  of  the  United  States. 

Q.  That  is,  the  A.  T.  &  T.  has  a  stock  ownership  of  the  Canada 
Bell  Telephone.  Is  that  the  name  of  it  ?  A.  Yes.  The  Bell  Tele- 
phone Company  of  Canada. 

Q.  The  Bell  Telephone  Company  of  Canada?     A.  Yes. 

Q.  The  sale  by  the  American  Bell  Telephone  Company  to  the 
A.  T.  and  T.  Company  took  place  in  1880?     A.  1899. 

Q.  1899,  I  should  have  said  ?  A.  Yes,  and  it  ran  over  into 
1900.  It  was  practically  made  in  1899  and  wasnH  completely 
carried  out  until  1900. 

Q.  Can  you  tell  approximately  the  number  of  stockholders  that 
there  were  in  the  American  Bell  Company  at  that  time  of  the  sale  ? 
A.  Xo,  I  could  not. 
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Q.  Well,  could  you  give  anywhere  near  the  number?  A.  It 
would  be  an  absolute  guess,  without  anything  to  found  it  upon. 

Q.  That  is,  was  it  a  few  people  or  hundreds  or  thousands  ? 
A.  It  was  widely  distributed,  but  the  capital  is  only  $25,000,000, 
and  I  think  the  average  is  something  less  than  $100  to  each 
individual. 

Q.  $26,000,000,  I  understood  you  to  say  this  morning? 
A.  Well,  $26,000,000. 

Q.  A  difference  of  $1,000,000  is  only  a  trifle,  I  suppose. 
What  I  had  in  mind  was  this,  was  the  stock  of  the  American  Boll 
or  the  majority  of  it,  held  by  the  original  partners  in  the  assmna- 
tion  ?  A.  No ;  the  original  partners  retained  practically  all  of  the 
interest  that  they  obtained  in  the  beginning,  and  vSome  of  them  took 
the  increases  as  they  came  along  —  their  proportion ;  but  the 
majority  wasn't  owned  by  the  —  after  a  few  years  the  public  be- 
came interested. 

Q.  So   that   the    majority    ownership    was   widely    scattered  ? 
A.  Yes,  widely  scattered.     I  can  say  that  there  was  a  very  con- 
siderable stockholders'  list.     It  ran  up  into  the  thousands  some 
place. 

Q.  But  the  amount  of  shares  that  were  held  by  the  original 
owners  was  held  so  closely  and  the  differeilt  owners  worked  in 
harmony  so  well  that  they  controlled  the  policy  of  the  company, 
did  they  not  ?  A.  Xo ;  the  policy  of  the  company  was  controlled 
by  really  outside  shareholders  after  a  while,  because  the  original 
shareholders  practically  went  out.  Mr.  Bell,  for  instance,  never 
participated  at  all  in  the  affairs  of  the  company,  jilr.  Gardiner 
Hubbard  was  a  director  of  the  company,  but  beyond  that  had  very 
little  to  do  with  the  company  after  the  early  days,  and  Mr.  Saun- 
ders, while  he  was  a  director,  and  is  a  director  still,  had  no  office, 
and  exercised  no  interest  other  than  that  of  a  director.  Thp  work- 
ing committee  and  the  working  majority  of  the  lx)ard  wei'e  outside 
shareholders. 

Q.  And  who  were  the  outside  shareholders  as  distinguished  from 
the  original  partners  that  controlled  the  policy  of  th<*  company  at 
that  time?  A.  Mr.  Forbes  —  Mr.  Willinm  IT.  Forl)es  of  Boston^ 
"Mr.  Cochran  of  Boston  — 

Q.  What  was  his  name  ?  A.  Alexander  Cochran,  Mr.  Charles 
P.  Bowdich.  I  am  giving  you  now  the  directors  of  the  company. 
Mr.  Fav,  Mr.  Saltenstal. 
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Q.  Won't  you  give  the  full  names  so  that  the  stenographer  can 
get  it,  with  initials  as  nearly  as  you  can  ?  A,  Charles  P.  Bowdich, 
Alexander  Cochran,  William  11.  Forbes,  Fay  - 1  don't  know  his 
initials  —  Saltenstal,  I  don't  know;  Francis  Blake,  and  then  there 
were  some  others  whose  names  I  have  forgotten. 

Q.  Did  the  people  that  you  mention  and  the  people  voting  with 
them  control  the  company  at  the  time  of  the  sale  in  1899  ?  A.  Yes, 
they  controlled  it  through  proxies. 

Q.  Through  proxies?     A.  Yes. 

Q.  But  not  through  majority  holdings?  A.  Bemember,  now,  I 
am  speaking  about  something  that  I  had  no  acquaintance  with  at 
the  time  because  I  was  absent  from  the  country. 

Q.  Except  that  you  are  giving  general  information  about  it? 
A.  Yes.  I  can  say  this:  That  the  control  of  the  company  has 
never,  since  the  very  early  days,  been  lodged  in  a  few  hands  except 
through  the  confidence  that  was  reposed  in  the  board  and  the 
proxies  that  were  sent  to  it. 

Q.  But  there  never  has  been  any  internal  dissension  of  the  com- 
pany which  resulted  in  the  ouster  of  one  set  of  directors  and  the 
election  of  a  new  set  by  discontented  stockholders  or  a  combination 
of  them  ?    A.  I  never  have  heard  of  anything  of  that  kind. 

Q.  At  the  time  of  the  sale  to  the  A.  T.  &  T.  Company  could 
you  tell  the  value  of  the  assets  of  the  American  Bell,  speaking  now 
only  of  the  tangible  assets  ?  A.  No,  I  don't  think  I  could ;  but  I 
could  get  it  for  you. 

Q.  Will  you  ?  A.  I  will.  The  valuation  placed  upon  it,  by  the 
public,  was  a  little  over  $200  per  share,  as  a  rule. 

Q.  That,  of  course,  included  the  value  of  the  patents  ?  A.  The 
value  of  everything  that  there  was. 

Q.  That  was  the  tangible  and  the  intangible  property,  both? 
A.  The  tangible  and  the  intangible,  yes. 

Q.  At  the  time  of  the  sale  was  there  an  appraisal  ?  A.  I  don't 
think  there  was.  I  wasn't  here,  b'tit  T  don't  think  there  was.  At 
the  time  of  the  sale  the  transfer  from  the  American  Bell  to  the 
A.  T.  &  T.  was  nominally  a  cash  transaction,  but  practically  it 
meant  the  issue  of  two  shares  of  A.  T.  &  T.  stock  for  one  share 
of  the  old  American  Bell.  That  was  what  the  practical  result  was, 
80  that  at  that  time  there  were  $26,000,000  of  shares  that  repre- 
sented the  surplus  of  the  American  Bell  and  the  tangible  assets 
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over  and  above  this  $26,000,000  of  capital  stock,  but  since  then,  bj 
the  premium  that  has  been  received  and  the  conversion  of  our 
bonds,  that  has  practically  been  wiped  out.  You  see,  we  issued 
convertible  bonds  which  were  convertible  at  $110. 

Q.  That  is,  convertible  into  capital  stock  ?  A.  Yes,  and  of  this, 
over  $100,000,000  have  already  been  converted. 

Q.  So  that  in  the  conversion  the  bonds  were  figured  at  par  and 
the  stock  at  $140?     A.  Figured  at  par. 

Q.  And  that  is  the  market  value  of  the  stock  to-day  practically, 
is  it  not  ?    A.  Practically,  yes. 

Q.  Now,  when  did  that  conversion  begin  ?     A.  March  1st  hst. 

Q.  Of  this  year  ?  A.  Yes,  so  that  I  can  say  to-day  practically, 
of  the  A.  T.  &  T.  as  I  did  of  the  American  Bell,  that  every  share 
of  the  securities  is  represented  by  a  dollar  of  actual  cash  paid  in 
fi*om  outside  sources  to  the  treasury. 

Q.  Now,  the  A.  T.  &  T.  Company  that  you  speak  of,  is  the 
one  that  was  organized  in  the  State  of  New  York  in  1884  or 
thereabouts?     A.  About  that  time,  ves. 

Q.  Is  there  or  has  there  ever  been  any  other  company  to  your 
knowledge  by  the  name  of  the  American  Telephone  and  Telegraph 
Company?  A.  Not  wholly  by  that  name.  There  have  been  a 
great  many  similar  names  to  it. 

Q.  Has  there  ever  been  any  other  company  by  that  name,  or  a 
similar  name,  which  has  acted  as  a  holding  company  or  a  licensing 
company  under  telephone  patents  ?     A.  No. 

Q.  That  is  the  only  one  ?  A.  That  is  the  only  one.  Of  course 
we  have  in  the  various  states,  in  order  to  comply  with  the  State 
laws  and  State  regulations,  and  for  such  purposes,  we  have  a  nomi- 
nal Company  of  the  A.  T.  &  T. 

Q.  I  didn't  quite  get  that  ?  A.  I  say  in  various  states,  to  comply 
with  the  law  —  some  places  —  we  have  an  A.  T.  &  T.  subsidiary 
company ;  A.  T.  &  T,  of  Ohio,  for  instance. 

Q.  Tn  this  case,  is  the  company  a  licensing  company  or  an 
operating  company  ?    A.  No,  it  is  an  operating  company. 

Q.  And  operating  under  licenses  from  the  A.  T.  &  T.  of 
New  York?     A.  Yes. 

Q.  What  was  the  capital  stock  of  the  A.  T.  &  T.  of  New  York 
at  the  time  of  its  incorporation?     A.  Well,  it  was  very  small.     I 
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iave  forgotten  the  amount.  I  think  it  was  less  than  $1,000,000, 
with  the  right  to  increase. 

Q.  That  is,  was  it  incorporated  for  a  larger  am6unt,  and  only 
A  small  percentage  issued  at  that  time,  or  did  you  take  proceedings 
to  increase  the  capital  stock  after  the  incorporation?  A.  It  was 
increased  to  a  small  amount  ^nd  then  proceeding,  as  we  issued  the 
stock,  or  turned  the  property  over  to  our  licensees,  the  stock  was 
increased  from  time  to  time. 

Q.  You  filed  a  certificate  of  increase  of  capital?  A.  It  went 
through  the  necessary  forms. 

Q.  Can  you  tell  about  what  time  the  first  increase  took  place? 
A.  I  couldn't  from  memory,  no.  I  could  get  it  for  you  if  you 
want  it. 

Q.  And  can  you  get,  and  will  you  get  for  the  Committee,  the 
date  and  the  amount  of  the  successive  increases  of  the  American 
Telephone  and  Telegraph  Company?  A.  I  will  get  for  you,  if 
you  want  it,  the  original  incorporation,  the  original  amount  and 
the  increase  from  time  to  time;  yes. 

Q.  Can  you  tell  what  the  capital  stock  of  the  A.  T.  &  T.  Com- 
pany was  at  the  time  of  the  purchase  by  it  of  the  American  Bell 
Telephone  Company  ?  A.  It  was  comparatively  small.  It  repre- 
sented the  long  distance  lines  at  that  time  existing,  and  also  cer- 
tain ownerships  in  some  of  the  various  companies. 

Q.  That  is  the  long  distance  lines  existing  all  over  the  United 
States  ?  A.  All  over  the  United  States ;  yes,  and  some  ownership 
in  some  of  the  subsidiary  companies. 

Q.  I  am  at  a  loss  to  know  just  what  you  mean  by  saying  com- 
paratively small.  A  thing  that  might  seem  comparatively  small 
to  you  might  seem  very  large  to  me.  A.  Compared  with  what  it 
is  now.    It  may  have  been  two  or  three  millions  of  dollars. 

Q.  Well,  the  stock  was  increased  at  about  that  time,  was  it 
not  ?    A.  At  the  time  of  the  acquisition  of  the  American  Bell  ? 

Q.  Yes.    A.  Yes,  it  was  increased  by  the  American  Bell. 

Q.  And  that  increase  was  about  how  much?  A.  Double  the 
amount  of  the  American  Bell. 

Q.  That  is,  the  increase  was  just  enough  to  cover  the  acquisi- 
tion of  the  American  Bell  ?     A.  Yes. 

Q.  Fifty-two  million  dollars?    A.  Yes. 
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Q.  And  what  did  that  bring  the  stock  up  to?  A.  Well,  up  ta 
something  less  than  $60,000,000. 

Q.  And  there  have  been  increases  since  that  time  until  the 
stock  is  now  how  much  ?    A.  The  stock  is  now  $250,000,000. 

Q.  That  is  authorized  or  issued?  A.  The  authorized  is  prac- 
tically issued  —  practically  $250,000,000.  The  issued  stock  is 
$350,000,000,  and  we  are  holding  the  balance  to  take  care  of  con- 
vertible bonds  that  are  not  now  convertible  —  there  are  now  about 
$50,000,000  of  it. 

Q.  So  that  there  is  to-day  practically  $250,000,000  of  capital 
outstanding?     A.  Yes. 

Q.  And  you  are  holding  in  the  treasury  a  further  issue  which 
has  been  authorized,  or  a  prospective  issue,  to  the  amount  of 
$50,000,000?    A.  Yes. 

Q.  And  will  it  take  all  of  that  to  take  up  all  the  convertible 
bonds  ?    A.  It  will  take  all  but  about  $7,000,000. 

Q.  And  that  it  is  proposed  to  hold  for  expenses?  A.  To  use 
in  the  — 

Q.  Ordinary  business  of  the  company  ?  A.  Ordinary  business 
of  the  company,  yes. 

Q.  When  did  the  American  Telephone  and  Telegraph  Company 
first  pay  a  dividend?  A.  Well,  I  suppose  in  the  regular  course 
of  the  quarter  following  its  organization.  There  was  no  cessa- 
tion of  dividends.  The  American  Bell  was  paying  15  per  cent., 
roughly,  and  the  A.  T.  &  T.  paid  6  per  cent,  regularly,  and  enough 
to  make  up  the  additional  3  per  cent.,  making  15  per  cent. —  an 
extra  dividend  of  lYo  per  cent,  twice  a  year,  or  something  of  that 
kind ;  but  it  paid  a  regular  dividend  of  l^/o  per  cent,  of  A.  T.  & 
T.  stock  commencing  at  once. 

Q.  As  soon  as  the  A.  T.  &  T.  was  organized  in  1884?  A.  Oh, 
no,  in  1900. 

Q.  But  going  back  to  the  time  of  the  organization  ?  A.  I  don't 
think  they  ever  paid  any  dividends  back  of  1900. 

Q.  The  A.  T.  &  T.  paid  no  dividends  until  it  acquired  the 
interest  of  the  Bell?  A.  I  don't  think  it  did;  but  that  is  some- 
thing I  would  have  to  inform  myself  about. 

Q.  But  it  wasn't  a  regular  dividend-paying  stock  prior  to  that 
time  ?  A.  Xo,  it  may  have  been  a  part  of  the  time,  but  as  I  say, 
I  will  find  out  and  give  you  that  information. 
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Q.  What  do  you  say  as  to  the  earnings  of  the  A.  T.  &  T.  be- 
tween 1884  and  1899?  A.  The  net  earnings  or  the  gross?  The 
net  earnings  were  very  small  for  years  because  the  business  did 
not  do  a  paying  business  at  all. 

Q.  And  so  far  as  there  were  any  earnings,  how  were  they  dis- 
posed of?     A.  Probably  went  back  into  the  property. 

Q.  For  extensions  ?  A.  Extensions  and  so  forth.  But  I  would 
prefer  that  you  get  that  information  from  the  actual  statistics. 

Q.  Get  it  more  accurately  than  you  are  able  to  give  it  now  ?  A. 
Yes. 

Q.  I  suppose  that  the  original  Bell  patents  have  expired,  have 
they  not?    A.  Yes. 

Q.  And  are  there  any  renewals  of  them  that  are  in  force  now  ? 
A.  Xo,  no  renewals. 

Q.  To  what  extent  are  the  devices  in  use  by  your  companies 
protected  by  letters  patent  at  the  present  time  ?  A.  Well,  I  can't 
tell  you  to  what  extent  they  are  protected;  but  they  are  all  pat- 
ented and  covered  by  United  States  patent. 

Q.  That  is,  there  are  improvements  on  most  of  them  that  are 
protected  by  patents  which  are  still  alive?  A.  Yes.  The  tele- 
phone patent  in  itself  was  a  very  small  —  well,  of  course,  it  was 
absolutely  necessary  to  the  business,  yet  it  was  a  very  small  part 
of  the  protection  to  the  business.  You  see  there  are  so  many  and 
so  nimierous  devices  that  had  to  he  used  in  connection  with  it  that 
were  just  as  important  as  the  telephone,  that  without  those  other 
patents  you  couldn't  have  done  the  business  any  more  than  you 
could  have  done  it  without  the  Bell  patents,  but  the  company  has 
never  had  any  real  protection  from  patents. 

Q.  Do  you  distinguish  in  your  mind  between  basic  patents  and 
patents  on  improvements?  A.  Nearly  all  the  patents  that  are  in 
use  are  patents  on  improvements.  Of  course,  there  are  a  few  basic 
patents  like  the  Pupine. 

Q.  The  Blake  transmitter  ?    A.  That  is  expired  long  ago. 

Q.  That  was  a  basic  patent  ?  A.  No,  that  was  an  improvement. 
That  was  an  improvement  on  the  Bell  patent  that  was  covered  by 
the  original  Bell  patent.  So  are  all  transmitter  patents.  If  the 
Bell  patent  were  alive  they  would  be  covered  by  the  Bell  basic 
patent. 
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Q.  The  Bell   patent  covered  the  transmitter?     A.  Yes. 

Q.  And  the  receiver?     A.  Yes. 

Q.  Outside  of  those  two,  the  Bell  patent  and  the  Pupine  patent, 
what  basic  patents  are  there  protecting  the  telephone  business,  or 
were  there  before  those  expired?  A.  I  don't  suppose  there  were 
any,  except  it  was  the  multiple  switchboard  patent.  The  whole 
switchboard  was  built  up  upon  numerous  devices  combined,  each 
one  necessary  to  the  other. 

Q.  I  think  my  question  was  perhaps  inaccurate  in  that  it  as- 
sumed that  the  Pupine  patent  had  expired  ?     A.  Xo. 

Q.  That  has  not  expired  ?  A.  Xo,  it  is  a  comparatively  new 
patent. 

Q.  That  was  very  recent  ?  A.  There  are  a  great  many  thousand 
patents  that  are  still  alive  that  are  not  in  use  in  the  operation  of 
the  telephone  system. 

Q.  And  in  use  at  every  Bell  station  or  switchboard  or  plant  ? 
A.  More  or  loss  at  every  Bell  station.  If  you  would  like,  I  can 
give  you  a  statement  of  the  number  of  patents. 

Q.  I  don't  know  that  it  is  s])ecially  imi)ortant.  How  many 
companies  are  there  operating  in  the  State  of  Xew  York  as  the 
licensees  of  the  American  Telephone  and  Telegraph  Company? 
A.  Only  one  to-day. 

Q.  How  many  were  there  during  the  year  1008  ?  A.  There  was 
the  Bell  of  Buffalo,  Empire  State,  (Vntral  Xew  York,  the  Hudson 
River,  the  Xew  York  and  Pennsylvania  and  the  Xew  York  and 
Xew  Jersey. 

Q.  How  many  of  those  operated  solely  within  the  State  of  Xew 
York?  A.  The  Central  Xew  York  and  the  Empire  State,  I  think, 
were  the  only  ones  operating  solely  within  Xew  York. 

Q.  The  Hudson  River  Company  reached  over  into  the  State  of 
X^ew  Jersev  ?    A.  Massachusetts. 

Q.  And  also  into  ^lassachusetts  ?  A.  The  Hudson  River  didn't 
reach  over  into  Xew  Jersey;  it  overflowed  the  Xew  York  State 
borders. 

Q.  And  did  the  Bell  of  Buffalo  reach  into  Pennsylvania?  A.  I 
think  the  Bell  of  Buffalo  overflowed  its  l)ord(»rs,  but  to  a  small 
extent. 

Q.  And  how  was  the  transfer  of  those  companies  or  of  their 
properties  to  the  Xew  York  Telephone  Company  accomplished? 
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A.  Why,  by  consolidation ;  but  if  you  would  allow  me  to  suggest, 
Mr.  Bethell  is  actually  manager  of  the  Xew  York  Company  and  he 
-can  give  you  all  the  details  of  that.  While  I  am  familiar  with 
them,  he  has  got  them  all  at  his  fingers'  ends,  just  exactly  every 
step  that  was  made. 

Q.  And  you  are  familiar  only  in  a  general  way  ?  A.  Tn  a 
general  way.  I  was  consulted  as  the  thing  went  on ;  but  Mr.  Bethell 
will  probably  appear  before  you,  and  he  can  give  you  every  step 
that  was  made,  and  just  how  it  was  done,  and  everything. 

Q.  There  was  someone  appeare<l  l)efore  the  ■Committee — a 
Mr.  Proctor,  I  think,  who  said  that  he  was  a  shareholder  of  the 
Hudson  River  Telephone  Company.  Do  you  know  whether  that 
is  true  or  not  ?    A.  I  do  not. 

Q.  Do  you  know  whether  or  not  the  Hudson  River  Telephone 
Company  has  gone  out  of  business  ?  A.  I  believe  it  is  liquidated ; 
if  it  is  not,  it  is  in  the  process  of  it. 

Q.  That  was  one  company  that  was  merged  ?  A.  That  is  one 
company  that  has  been  merged. 

Q.  That  is,  originally  that  was  merged  with  the  Central  Xew 
York  Telephone  and  Telegraph  Company?  A.  As  I  say,  there 
was  first  a  merger  of  a  few  of  the  companies  and  then  the  merger 
of  all. 

Q.  So  that  if  ifr.  Proctor  was  a  shareholder  of  the  Hudson 
River  Telephone  Company  and  has  not  received  the  value  which 
was  put  upon  his  stock  at  the  time  of  the  merger,  that  is  being  held 
•somewhere  for  him  when  it  is  called  for?    A.   It  is  his  fault. 

Q.  That  is,  he  could  get  it  at  any  time?  A.  He  could  get  it  at 
-any  time. 

Q.  And  is  that  money  put  away  .  so  that  it  bears  interest  ? 
A.  I  suppose  it  is. 

Q.  So  that  when  he  surrenders  his  certificate —  A.  T  don't 
know  that  it  is  differentiated  from  other  monev. 

Q.  Rut  when  he  surrenders  his  certificate  he  can  got  his  money 
^ith  interest  from  the  date  of  the  liquidation?     A.  Yes. 

Ry  Chairman  Davis  : 

Q.  How  was  the  value  of  the  stock  of  the  Hudson  River  de- 
termined ?  A.  Why,  more  or  less  arbitrarily,  based  upon  the  busi- 
ness and  the  property,  and  the  general  conditions. 
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Q.  And  who  made  that  determination  ?  A.  Why,  it  was  made 
by  consultation  with  the  shareholders  and  between  our  officers  and 
the  shareholders.  As  I  say,  Mr.  Bethell  can  give  you  every  bit  of 
information  about  that,  as  he  conducted  the  negotiations,  and  it 
was  a  matter  of  agreement  between  the  principal  stockholders  and 
the  various  companies. 

Q.  What  do  you  mean  by  the  principal  shareholders  ?  A.  Why, 
representative  shareholders. 

Q.  As  representatives  of  the  board  of  directors?  A.  Yes,  who 
had  taken  more  or  less  active  part  in  the  affairs  of  the  company^ 
or  who  had  made  themselves  interested,  so  far  as  we  knew. 

Q.  Representing  a  majority  of  the  stock,  did  you  say?  A.  I 
don't  know  that  they  individually  represented  a  majority,  but  their 
action  was  acquiesced  in  by  a  majority. 

Q.  What,  in  your  opinion,  of  a  stockholder,  we  will  say,  inas- 
much as  Mr.  Proctor's  name  has  been  mentioned,  what  is  his  posi- 
tion regarding  his  stock  ?  The  value  —  is  that  decided  upon  arbi- 
trarily by  the  board  that  made  the  determination  on  which  the 
purchase  and  sale  was  made  ?  A.  It  would  be  the  valuation  placed 
upon  it  by  the  consensus  of  opinion  of  those  who  were  posted  in 
the  affairs  of  the  company,  and  generally  adopted  by  all.  There 
was  no  arbitrarv  valuation  forced  on  anvone;  and  that  valuation, 
whatever  it  was,  wasn't  adopted  until  i)ractically  or  substantially 
all  of  the  shareholders  had  acquiesced  in  it. 

Q.  And  those  that  did  not  acquiesce  are  bound  by  it  ?  A.  They 
are  bound  by  it.  The  laws  of  the  State  take  care  of  that  in  some 
way.  I  have  forgotten  the  exact  —  they  have  a  right,  T  believe,  to 
dispute  the  valuation,  and  have  justice  done  them  if  injustice  has 
been  attempted. 

By  Mr.  Page  : 

Q.  Are  you  familiar  with  the  matter  of  dividends  of  the  dif- 
ferent companies  operating  in  the  State  of  Xew  York  prior  to  the 
merger?     A.  Why,  in  a  very  general  way. 

Q.  For  instance,  what  were  the  dividends  of  the  Buffalo  Bell  ? 
A.  Six  per  cent.,  T  believe. 

Q.  And  what  were  the  dividends  of  the  Empire  State  Company  ? 
A.  I  don't  think  they  had  paid  dividends  for  a  long  time. 
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Q.  How  about  the  Central  New  York?  A.  I  think  that  was 
in  the  same  position. 

Q.  Had  not  paid  dividends?     A.  Yes. 

Q.  And  the  Xew  York  and  Pennsylvania?  A.  That  used  to 
pay  dividends  when  1  last  knew  it ;  but  when  I  came  back  it  was 
not  paying  dividends.    How  long  it  had  ceased  I  don't  know. 

Q.  And  the  Hudson  River?    A.  The  Hudson  River  the  same. 

Q.  And  the  Xew  York  and  New  Jersey?  A.  They  had  l)een 
paying  dividends  regularly.  They  were  paying  7  per  cent,  at  the 
time  of  the  consolidation. 

Q.  Did  you  say  that  the  Central  Xew  York  had  never  paid  a 
dividend  ?  A.  Oh,  no,  I  say  it  was  not  paying  dividends  when  I 
came  back. 

Q.  But  it  was  paying  dividends  prior  to  1892  or  1803?  A.  It 
was  paying  dividends  in  1887  or  1888,  and  that  is  the  last  inti- 
mate knowledge  I  had  of  it  until  I  came  back  in  1903. 

Q.  Do  you  know  when  the  Hudson  River  (/ompaiiy  ceased  pay- 
ing dividends?  A.  It  is  only  about  a  year  ago;  but  I  haven't 
the  exact  date  in  my  mind.    I  think  it  was  only  a  year  or  two  ago. 

Q.  Do  you  know  the  reasons  for  their  ceasing  to  pay  dividends  ? 
A.  Simply  they  were  not  earning  the  money,  that  is  all. 

Q.  Do  you  know  why  they  were  not?  A.  Well,  I  judge  it  is 
very  largely  from  —  of  course,  the  usual  cause  why  they  were  not 
paying  dividends  —  competition,  and  lack  of  revenue,  low  rates 
and  — 

Q.  That  is,  the  company  had  been  forced  to  lower  its  rates  in 
order  to  meet  the  competitive  rates  of  a  new  company  ?  A.  That, 
together  with  an.  increase  of  expenses  of  doing  business,  and  the 
rebuilding  and  reconstruction  of  plant  that  had  been  worn  out, 
and  things  of  that  kind. 

Q.  What  does  experience  teach  you,  is  the  average  length  of  life 
of  a  telephone  plant?  A.  That  varies  every  year.  You  take  my  last 
annual  report,  I  attempted  to  give  that  for  each  class  of  property. 
Of  course,  we  have  to  base  our  estimate  upon  past  experience,  and 
every  year  the  life  is  improving  because  iron  wire  is  —  for  in- 
«tance,  we  have  only  10  per  cent,  of  iron  wire  in  use  in  the  country. 
While  the  life  of  iron  wire  varies  from  a  year  and  a  half  up  to 
£fteen  or  sixteen  years.  Poles,  for  instance,  have  an  average  life 
of  fifteen  or  sixteen  years.    Copper  wire  is  almost  indestructible. 
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Q.  Is  it  your  experience  that  the  average  life  of  a  telephone  pole 
is  about  sixteen  years  ?  A.  The  average  life  is  more  or  less  that^ 
yes. 

Q.  You  are  referring  now  to  cedar  poles  or  chestnut  poles? 
A.  The  average  poles. 

Q.  The  average  of  the  two  ?  A.  You  take  the  old  red  cedar  and 
it  will  stand  up  for  twenty-five  or  thirty  years.  You  take  some 
poles  in  some  grounds  they  will  go  away  in  two  or  three  years. 
We  estimate  that  7  to  8  per  cent,  of  the  value  of  the  property  under 
modern  conditions  is  more  or  less  a  fair  provision  for  depreciation 
and  maintenance. 

Q.  For  depreciation  and  maintenance?  A.  Extraordinary 
maintenance,  not  current  maintenance. 

Q.  And  you  don't  include  in  maintenance  the  ordinary  repairs? 
A.  Xot  in  what  you  call  shop  repairs. 

Q.  Like  the  putting  in  of  a  new  j)ole,  or  the  putting  up  of  a 
new  cross-arm?    A.  No,  that  wouldn't  be  included. 

Q.  That  goes  into  operating  expense  ?  A.  That  goes  into  oper- 
ating expense. 

Q.  It  is  the  extraordinary  repairs?  A.  More  or  less  like  recon- 
struction and  replacement  of  things,  and  such  things  as  sleet  storms^ 
the  burning  of  the  building,  and  everything  of  that  kind. 

Q.  That  was  what  I  was  about  to  ask  you,  if  in  a  case  of  a 
severe  storm  throwing  your  lines  down,  the  expense  of  reconstruc- 
tion is  charged  to  maintenance  ?  A.  Charged  to  —  well,  it  comes 
out  of  operating  expense,  yes. 

Q.  Does  that  come  out  of  0|x^rating  expense^  or  dors  that  come 
out  of  the  account  that  von  carrv  as  a  maintenance  account? 
A.  Well,  it  comes  out  of  the  maintenance  account,  of  course,  and 
out  of  the  reserve  for  depreciation,  and  all  of  our  reconstruction  is 
taken  out  of  our  maintenance  and  depreciation  reserve. 

Q.  In  carrying  that  account  or  the  account  of  maintenance  and 
reserve  or  depreciation,  do  you  carry  that  all  as  one  account  or  as 
separate  accounts  ?  A.  Why,  we  have  made  quite  a  little  change 
in  that  respect  in  the  last  two  years,  and  if  you  will  call  Mr* 
DuBois,  our  comptroller,  he  will  give  you  the  full  details  of  it. 

Q.  What  is  his  first  name  ?    A.  DuBois. 

Q.  What  is  his  first  name?  A.  C.  G.,  and  he  will  come  any 
time  that  you  let  me  know,  and  I  will  see  that  he  comes  to  see 
you. 
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Q.  Kight  here,  in  regard  to  that,  are  you  willing  to  instruct  the 
officers  and  heads  of  departments  of  the  various  companies  in  New 
York  State  in  which  you  are  interested,  to  permit  the  Committee 
and  its  accountants  or  counsel  to  examine  the  books  and  papers  of 
those  companies  ?    A.  I  don't  see  the  slightest  objection  to  it. 

Q.  It  occurred  to  me  that  it  might  save  time,  perhaps?  A.  It 
would  save,  because,  as  I  say,  our  accounts  with  each  —  each 
company  keeps  its  accounts  diflFerently.  We  started  in  to  have 
uniform  accounts  and  a  uniform  method  of  depreciation  and  re- 
pairs, and  everything  of  that  kind,  and  that  is  now  just  about  com- 
pleted, and,  if  you  wish,  those  officers  will  be  instructed  to  let  you 
examine  the  accounts,  or  they  will  appear  before  you  and  answer 
any  questions. 

Q.  If  you  will  instruct  them  to  permit  us  to  examine  their  books 
at  the  offices  of  the  company  it  might  save  a  great  deal  of  time 
and  needless  bother?    A.  That  will  be  done,  sir. 

Q.  It  struck  me  that  that  would  be  much  simpler  than  to  ask 
you  to  bring  your  books  in  here  and  let  us  sort  out  the  ones  we  want 
to  look  at  ?    A.  Yes. 

Q.  Can  you  tell  the  Committee  anything  in  regard  to  the 
maintenance  and  depreciation  account,  as  to  whether  or  not  it 
is  carried  as  one  item  or  one  account,  or  are  those  two  items  sepa- 
rated so  that  you  carry  a  maintenance  account  and  a  depreciation 
account  ?  A.  We  are  attempting  to  separate  them ;  to  just  what 
degree  I  don't  know.  I  simply  know  I  get  my  statements  that  are 
sent  up  to  me,  and  all  the  different  items  —  some  have  distinct  dif- 
ferent heads  —  now,  they  must  be  carried  on  the  books  in  order  to 
give  those  figures.     I  have  them  for  comparison  every  month. 

Q.  What  you  have  is  the  results,  I  suppose  ?  A.  The  results  of 
this  bookkeeping.  Now,  the  comptroller  of  the  company,  or  the 
auditor  of  the  company,  can  give  you  just  exactly  what  the  item? 
are  and  how  they  are  separated,  and,  in  fact,  the  circular  which  ib 
the  circular  of  instructions  to  all  the  accounting  officers  of  the 
company,  would  also  give  you  the  exact  information  in  regard  to 
that  whole  matter. 

Q.  May  we  have  a  copy  of  that  circular?    A.  You  may. 

Q.  That  might  aid  us  in  understanding  the  books?  A.  Yes. 
that  probably  would. 
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Q.  Now,  on  the  question  of  depreciation,  you  speak  of  different 
kinds  of  construction  depreciating  more  rapidly  than  other  kinds. 
Assuming  that  you  have  two  systems,  both  using  copper  circuits 
entirely,  or  using  practically  all  copper  circuits,  and  one  system 
is  largely  an  underground  system  in  conduits,  and  the  other  is  an 
aerial  system,  wires  and  cables  strung  on  poles,  which  system  will 
depreciate  the  more  rapidly?  A.  The  aerial  system  very  much 
more  rapidly. 

Q.  About  how  much  diilerence  would  there  be?  A.  Well,  as 
yet  we  haven't  been  able  to  determine  exactly  what  the  depreciation 
of  underground  construction  is,  but  we  have  placed  it  at  forty 
years'  life. 

Q.  That  is,  for  the  cables  and  wires  only  ?  A.  For  the  cables  and 
wires  only.  The  forty  years'  life  was  a  value  of  40  per  cent.,  mostly 
lead  and  copper. 

Q.  You  are  speaking  now  of  cables  only  ?  A.  Cables  only.  The 
conduits,  we  placed  them  also  at  forty  or  fifty  years,  but  I  don't 
know,  because  we  have  conduits  —  some  of  the  first  conduits  that 
were  ever  put  down  are  still  in  use. 

Q.  And  those  were  put  down  how  long  ago?  A.  We  ccni- 
menced  in  New  York  —  we  commenced  in  some  other  cities  be- 
fore —  but  I  think  we  commenced  in  1880  or  1882  the  first  under- 
ground, and  the  great  bulk  of  our  exchange  system  —  I  have  for- 
gotten the  percentage  now,  I  could  tell  by  looking  at  my  report, 
but  I  think  fully  75  per  cent,  of  our  wires  in  the  United  States 
in  use  in  the  exchanges  are  underground. 

Q.  Seventy-five  per  cent.  ?  A.  I  think  it  is  fully  that.  I  can 
give  you  the  exact  figure  by  looking  at  my  report.  You  will  find 
them  in  the  annual  report  for  last  year. 

Q.  Will  you  furnish  a  copy  of  your  last  annual  report?  A,   Yes, 

Q.  Take,  for  instance,  some  of  your  conduit  which  was  laid 
back  in  the  early  eighties.  Has  any  of  that  been  examined  re- 
cently ?    A.  Oh,  yes,  it  is  continually  examined. 

Q.  What  condition  do  you  find  that  in  ?  A.  It  depends^  For 
instance,  in  the  early  davs,  there  was  some  wood  conduit  laid  and 
that,  some  of  it  has  gone  bad,  and  some,  I  guess,  is  still  in  use, 
but  that  will  ])racticaHy  all  be  replaced  very  soon;  but  take  the 
earthen  conduit  and  the  iron  conduit;  it  is  practically  as  good  as 
it  was  when  —  it  is  in  use  still. 
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Q.  Some  of  the  iron  conduit  was  coated  iu  some  manner  to 
prevent  corrosion  ?    A.  Why,  it  was  all  coated  with  the  ordinary  — 

Q.  Tar?    A.  Tar. 

Q.  Or  asphalt?     A.  Yes, 

Q.  When  was  the  earliest  vitrified  tile  laid?  A.  I  couldn't 
answer  that  myself. 

Q.  Could  you  tell  anywhere  near  the  time?  A.  In  the  early 
days  we  tried  all  sorts  of  things,  but  finally  drifted  down  to  two 
or  three  varieties. 

Q.  What  do  you  say  as  to  the  depreciation  of  vitrified  tile  con- 
duits ?    A.  I  should  say  it  stood  up  with  iron  laid  in  cement. 

Q.  You  would  figure  on  that  enduring  for  forty  years  at  loflst  ? 
A.  Forty  years  at  least.  Of  course,  in  a  city  like  V^.vf  York, 
where  they  are  doing  a  good  deal  of  underground  construction  and 
everything  of  that  kind,  why  there  it  has  practically  to  be  rebuilt, 
and  you  can't  call  that  depreciation  in  the  broad  sense.  It  is 
reconstruction. 

Q.  And  the  damage  to  those  conduits  occasioned  by  explosi  >ns 
of  gases  and  manholes  and  the  blasting  of  rock  in  the  street  nearby 
would  go  to  the  maintenance  rather  than  to  the  depreciation  ac- 
count?   A.  Yes;  that  would  be  current  maintenance,  if  anything. 

Q.  That  would  be  termed  maintenance?  A.  Current  mainte- 
nance, yes. 

Q.  Current  maintenance  ?    A.  Yes. 

Q.  Is  the  American  Bell  Telephone  Company  still  kept  alive 
as  a  corporate  entity  ?    A.  It  is. 

Q.  Does  it  do  any  business  ?  A.  It  nominally  holds  the  patent, 
and  it  was  kept  alive  because  of  some  bonds  that  were  outstand- 
ing that  couldn't  be  retired.  There  is  no  further  reason  for  its 
existence. 

Q.  The  bonds  have  all  been  retired  ?  A.  The  bonds  have  all 
been  retired,  except  $10,000,  or  such  a  matter. 

Q.  And  did  it  pay  dividends  on  its  stock  since  1899  ?  A.  It 
never  paid  dividends  since  it  turned  its  property  over  to  the  A. 
T.  and  T.    It  paid  no  dividends. 

Q.  And  when  it  turned  its  property  over  to  the  A.  T.  &  T. 
it  retained  the  patents?  A.  It  retained  the  nominal  ownership 
of  the  patents. 
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Q,  With  an  agreement  to  turn  them  over  to  the  A.  T.  &  T.  as 
soon  as  ita  bonds  were  taken  up?  A.  The  A.  T.  &  T.  owns  all 
of  the  stock  of  the  American  Bell  and  all  of  its  physical  property, 
and  instrument  accounts  and  things  of  that  kind  are  kept  through 
the  American  Bell. 

Q.  But  the  A.  T.  &  T.  Company  owned  every  share  of  the 
American  Bell  ?    A.  Every  share. 

Q.  Does  the  American  Bell  own  any  stock  of  the  A.  T.  &  T.  ? 
A.  No. 

Q.  You  are  sure  of  that  ?  A.  I  am  quite  sure  of  it.  I  would 
say  no.  The  American  Bell  did  for  a  while  hold  some  of  the 
stock  as  collateral  security  for  its  bonds,  but  that  is  all  changed 
since  the  bonds  were  paid  off. 

Q.  And  at  what  time  did  that  change  take  place?  A.  I  think 
it  took  place  two  or  three  years  ago. 

Q.  So  that  the  American  Bell  has  not  owned  any  of  the  stock 
of  the  A.  T.  &  T,  Company,  either  in  a  representative  capacity 
or  as  trustee,  or  in  any  other  manner,  for  the  past  two  or  three 
years  ?    A.  I  am  positive  that  it  does  not,  yes. 

Q.  What  percentage  of  stock  did  the  A.  T.  &  T.  Company 
hold  of  the  Hudson  Kivor  Telephone  Company  at  the  time  of  the 
merger  of  that  company  with  the  Central  Xew  York  ?  A.  About 
52  or  53  per  cent.  Tt  was  something  over  a  majority.  It  may 
have  been  a  little  more.    Tt  mav  have  been  60. 

Q.  Did  it  have  enough  stock  so  that  its  vote  alone  would  effect 
the  merger?  A.  I  don't  think  that  it  did;  but,  anyway,  it  was 
not  — 

Q.  It  was  not  far  from  it  ?  *  A.  It  was  not  far  from  it,  but  it 
was  not  used  for  that  purpose ;  I  can  say  that. 

Q.  You  spoke  of  the  competition  which  the  Hudson  River  Com- 
pany had  which  caused  it  to  cease  paying  dividends.  What  com- 
pany was  in  competition  with  the  Hudson  River  at  that  time? 
A.  Well,  that  vou  would  have  to  ask  Mr.  Bethell. 

Q.  That  you  don't  know,  do  you  ?  A.  That  I  don't  know,  be- 
cause it  was  virtually  before  my  coming  back  into  the  business; 
but  he  can  give  you  the  full  information  about  that. 

Q.  Do  you  know  about  the  State  Line  Telephone  Company  of 
Peekskill  ?  A.  I  know  there  is  a  company  of  that  kind,  but  I 
don't  know  anything  about  it. 
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Q.  And  that  was  in  the  territory  of  the  Hudson  River  ?  A.  If 
it  is  in  Peekskill,  yes. 

Q.  There  is  also  a  local  company  at  Albany,  is  there  not,  of  the 
so-called  Independent?    A.  Maybe  there  is. 

Q.  But  you  don't  know  the  name  of  it?  A.  I  don't  know  the 
name  of  it,  no. 

Q.  Prior  to  the  year  1900  were  you  an  officer  of  all  of  the  com- 
panies in  the  State  of  New  York,  operating  under  the  Bell  pat- 
ents ?    A.  I  was  probably  a  director. 

Q.  Was  that  the  only  office  which  you  held  in  any  of  them? 
A.  Prior  to  1909  ? 

Q.  Yes,  prior  to  1909;  say,  in  the  year  1908?  A.  That  is  this 
year. 

Q.  Yes,  last  year  ?  A.  I  was  president  of  the  New  York  Com- 
pany and  chairman  of  the  board  of  the  New  York  and  New  Jersey 
from  1907. 

Q.  And  what  office  did  you  hold  in  the  Empire  ?  A.  If  I  had 
any  office  it  was  a  director. 

Q.  And  what  office  did  vou  hold  in  the  Bell  of  Buffalo?  A. 
The  same  there. 

Q.  And  in  the  Central  New  York  i    A.  The  same  there. 

Q.  You  held  no  office  except  that  of  director  ?  A.  No,  sir ;  and 
I  am  not  positive  I  was  a  director  in  all  of  them.  The  A.  T.  & 
T.  elected  the  board  of  directors  who  represented  their  interests, 
but  the  management  of  the  company  was  generally  left  in  the 
hands  of  the  directors  who  represented  the  outside  stock. 

Q.  But  the  A.  T.  &  T.  had  the  stock  control  of  all  of  those 
companies?  A.  It  had  stock  control  of  all  of  those  companies, 
yes. 

Q.  What  was  your  office  in  the  Hudson  River  Telephone  Com- 
pany ?    A.  It  was  a  director. 

Q.  And  what  was  your  office  in  the  New  York  and  Pennsyl- 
vania? A.  Well,  it  was  a  director,  if  anything;  I  am  not  positive 
about  that,  even. 

Q.  The  American  Telephone  and  Telegraph  Company  owns  an 
interest  in  a  manufacturing  company,  doesn't  it  ?  A.  The  Western 
Electric. 

Q.  The  Western  Electric,  that  is  the  name?  A.  Yes,  it  owns 
twelve  millions  out  of  fifteen  millions  of  stock. 
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Q.  Does  that  company  have  or  require  a  license  from  the  A.  T. 
&  T.  Company  in  order  to  allow  it  to  manufacture  the  devices 
v^rhich  it  does  manufacture  for  the  licensees  of  the  A.  T.  &  T.  ? 
A.  It  has  to  have  a  license  under  all  the  patents  of  the  A.  T.  & 
T.,  but  it  is  a  large  owner  of  patents  itself. 

Q.  That  is,  there  are  many  patented  devices  which  it  manu- 
factures and  in  which  the  A.  T.  &  T.  has  no  interest  except 
such  interest  as  it  has  as  a  stockholder  of  the  Western  Electric? 
A.  Yes,  practically  all  of  the  devices  —  patented  devices  —  are 
manufactured  under  patents  held  by  the  Western  Electric. 

Q.  When  did  the  A.  T.  &  T.  Company  first  become  a  share- 
holder in  the  Western  Electric?  A.  Well,  just  after  —  along" 
early  in  1880  there  were  half  a  dozen  different  manufacturers  of 
telephonic  apparatus.  They  were  manufacturing  all  different 
styles,  different  standards  and  different  appliances,  and  that  com- 
pany  was  buying  from  them,  and  we  gradually  reduced  it  down 
to  three  or  four  principal  ones.  We  found  it  was  very  necessary 
in  order  to  standardize  the  business  and  make  intercommunication 
certain  and  effective,  that  the  apparatus  should  be  standardized,* 
so  we  consolidated  all  of  the  manufacturing  companies  into  one 
company.  The  Western  Electric  w^as  formerly  a  Western  Union 
company;  that  is,  it  was  not  ow^ned  by  the  Western  Union  out- 
right, but  it  was  largely  owned  by  those  connected  with  the  West- 
ern Union,  and  it  had  some  patents  on  telephonic  appliances,  and 
it  was  the  biggest  corporation  of  its  kind  then  in  existence,  so  we 
took  the  principal  manufacturers  of  telephonic  apparatus  and  put 
them  under  one  company  and  called  it  the  W^esteni  Electric  Com- 
pany.   That  was  done  in  1880,  I  think. 

Q.  In  1880?    A.  Yes. 

Q.  What  were  those  companies  that  were  put  together  at  that 
time  ?  A.  Why,  there  was  a  company  in  Cincinnati  —  a  copart- 
nership that  was.  There  was  the  Gilliland  Company  of  Indian- 
apolis; there  was  the  Charles  Williams,  who  was  an  individual 
manufacturer  in  Boston,  and  who  built  the  original  telephone 
instruments,  and  that  is  his  place,  where  all  the  original  experi- 
ments were  tried;  and  then  there  was  a  man  by  the  name  of 
Davis,  in  Baltimore.  Those  were  the  principal  owners  that  were 
brought  together. 
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Q.  Did  the  American  Bell  or  the  Xatioiial  Bell  have  an  interest 
in  all  those  manufacturing  concerns  at  that  time?    A.  No. 

Q.  Or  did  its  shareholders,  so  far  as  you  know  ?    A.  Xo. 

Q.  My  reason  for  asking  that  was,  you  stated  a  moment  ago 
^hat  we  put  all  those  together  and  called  it  the  Western  Electric 
Company  ?  A.  I  say  we  did  it,  simply  because  it  was  done  under 
our  auspices  and  we  conducted  the  negotiations.  The  American 
Bell  had  no  interest  in  anv  of  them,  nor  had  anv  of  its  officers  anv 
interest  in  any  of  them  at  the  time.  The  Western  Electric,  as  I 
told  you,  was  entirely  an  outside  affair;  a  Western  Union  affair; 
so  that  at  the  time  all  of  the  stock  —  in  fact,  all  of  the  companies 
were  owned  outside,  and  we  acquired  an  interest  for  our  own 
protection. 

Q.  In  the  Western  Electric  Company  ?    A.  Yes. 

Q.  And  then  did  vou  increase  the  stock  of  the  Western  Electric 
Company  shortly  after  you  acquired  the  Company  ?  A.  It  has  been 
increased  from  time  to  time,  according  to  the  necessities  of  the 
<;ompany,  until  two  or  three  years  ago  the  last  increase  was  made. 

Q.  The  first  increase  being  made  for  the  purpose  of  acquiring 
the  outside  manufacturing  places?  A.  The  outside  manufactur- 
ing places,  yes. 

Q.  And  subsequently  increased  for  the  purpose  of  enlarging 
the  manufacturing  plants  ?    A.  The  business,  yes. 

Q.  The  principal  factory  of  the  Western  Electric  Company  is 
located  in  Chicago  ?    A.  In  Chicago,  in  Hawthorne. 

Q.  And  you  have  a  factory  in  this  State?    A.  Yes. 

Q.  Have  you  anv  other  factories  ?    A.  Of  the  Western  Electric  ? 

Q.  Yes.  A.  There  is  the  principal  one  at  Hawthorne  and  then 
they  have  the  old  factories  in  the  city  of  Chicago  on  the  river, 
which  they  will  transfer  now  and  abandon,  and  then  the  factory 
here. 

Q.  In  this  country?  A.  They  have  them  in  Canada  and  all 
through  Europe.  They  have  one  in  England,  one  in  France,  one 
in  Italy. 

Q.  All  owned  by  the  Western  Electric  Company  ?  A.  All  owned 
or  partly  owned  by  the  W^estern  Electric. 

Q.  In  some  of  those  countries  there  is  a  separate  corporation 
•owning  the  local  plant  ?    A.  Yes. 
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Q.  Now,  are  you  willing  to  state  whether  or  not  the  capital  stock 
of  the  Western  Electric  Company  was  issued  for  cash  at  par  ?  A* 
There  have  been  one  or  two  stock  dividends  of  the  Western  Elec- 
tric. The  exact  amounts  I  don't  know,  but  if  you  want  that  infor- 
mation I  can  get  it  for  you. 

Q.  Why,  yes,  I  think  so,  if  it  won't  bother  you  too  much.  A.  It 
would  not  be  any  bother  at  all,  if  you  would  like  it. 

Q.  Can  you  tell  approximately  what  they  are?  A.  The  differ- 
ent increases? 

Q.  Yes;  that  is,  the  stock  dividends  I  am  speaking  of  now? 
A.  No,  I  couldn't,  because  they  were  all  made  while  I  was  absent 
from  the  country.  I  was  not  interested  in  it.  I  only  know  that 
it  was  done,  that  was  all. 

Q.  When  did  that  company  begin  to  pay  dividends,  or  has  it 
paid  dividends  ever  since  1880  ?  A.  I  think  it  has  always  paid 
dividends,  more  or  less. 

Q.  Do  you  know  what  the  dividends  have  been?  A.  The  divi- 
dends now  are  8  per  cent,  but  it  hasn't  always  been  that. 

Q.  It  has  been  less  than  that  ?    A.  Yes. 

Q.  It  has  ?    A.  Yea. 

Q.  And  has  it  been  more  than  that  ?    A.  No,  not  stock  dividends. 

Q.  But  never  has  been  l)eyond  8  per  cent.  ?  A.  They  have  cap- 
italized the  surplus  several  times  and  divided  the  stock. 

Q.  To  what  extent  that  has  been  done,  you  can't  tell  ?  A.  Not 
out  of  hand,  no. 

Q.  But  you  will  ascertain  and  furnish  the  Committee  with  the 
information?  A.  I  will  have  made  a  statement  of  the  consolida- 
tion —  of  the  proceedings  since  then. 

Q.  There  has  been  a  suggestion  made,  I  think,  that  the  Tele- 
phone Company  —  that  is,  the  Bell  Telephone  Companies  using 
standardized  instruments  were  buying  them  entirely  of  the 
Western  Electric  Company  at  exorbitant  prices.  What  do  you 
say  as  to  that?  A.  Well,  I  would  not  say,  but  that  is  so.  The 
Western  Electric  has  been  able  to  compete  with  all  other  manu- 
facturers where  they  have  competed  and  at  the  regular  price  and 
get  business.    That  is  the  only  answer  I  can  make  to  that. 

Q.  Is  there  any  other  company  manufacturing  instruments  of 
the  character  you  use  ?    A.  Telephone  instruments  ? 

Q.  Yes.    A.  Oh,  yes,  quite  a  number. 
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Q.  Standardized  instruments?  A.  In  every  important  stand- 
point, no,  sir. 

Q.  That  is,  they  are  not  instruments  that  would  work  well  in 
harmony  with  the  instruments  you  are  using  ?  A.  In  public  gen- 
eral use  they  would  not.  Of  course,  there  are  some.  Take  a  tele- 
phone, for  instance  —  telephone  receiver  —  and  if  the  quality  was 
the  same,  it  would  work  just  the  same  as  any  other  instrument. 
But  apparatus  is  made  more  or  less  for  the  purpose  of  working 
together.  They  have  got  to  balance.  In  other  words  it  has  got 
to  be  standardized.  And  that  is  the  reason  why  there  are  certain 
things  that  the  American  Bell  and  Telephone  Company,  and  Bell 
originally,  kept  in  its  own  hands,  for  the  purpose  of  bringing 
about  this.  In  the  first  place,  it  started  out,  as  I  said  this  morn- 
ing, to  make  a  system  complete  and  extended  all  over  the  country ; 
a  system  such  as  we  have  now ;  to  have  more  or  less  the  same  prin- 
ciples governing  all  the  countries.  So  that  what  I  call  the  central- 
ized general  management  of  each  company  is  veste<l  in  the  Bell 
Company,  but  it  is  only  the  ojKrating  management  that  the  sul>- 
sidiary  companies  have.  All  general  (juci>tions  are  left  to  the 
parent  company,  as  we  call  it  —  to  the  A.  T.  &  T.  In  that  way 
you  get  uniformity  of  practice.  And  then  another  thing  —  you 
take,  for  instance,  in  engineering,  if  each  company  had  to  have  an 
engineering  staff,  it  would  have  to  have  a  very  complete  one,  and 
the  liability  of  each  company,  if  it  was  inde|K'ndeiit,  to  run  off 
in  various  ramifications,  and  run  apart.  By  having  our  engineer- 
ing department  centralized,  we  keep  it  going  together  in  general 
lines.  If  each  company  was  inde|K^ndent,  their  method-  of  oj>erat- 
ing  would  be  different,  so  when  you  hook  up  Chicago  with  New 
York  there  would  be  all  sorts  of  difficulties.  With  the  standard 
method  of  operating  we  keep  a  general  staff,  and  that  is  the  main 
part  of  our  expense  of  the  A.  T.  &  T.  A  greater  j>art  of  our 
expense  is  that  general  staff  which  is  doing  the  work  which  the 
local  companies  would  have  to  do  for  themselves  if  we  diid  not  do 
it  for  them. 

By  Vice-Chairman  Merbitt: 

Q.  Practically,  then,  if  one  of  your  superior  companies,  it  goes 
to  what  you  call  the  parent  company  ?  A.  Yes.  They  come  right 
to  the  parent  company  and  we  settle  it  for  them. 
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Q.  Yon  have  some  way  between  the  parent  company  and  its 
subsidiary  company  of  adjusting  the  expense?  A.  Xo,  that  4% 
per  cent,  covers  that.  That  is  included  in  the  41/2  per  cent.  We 
have  a  very  large  staff  of  engineers;  Mr.  Carty  will  give  you  that. 
And  in  all  these  questions  practically  the  telephone  would  be  put 
out  of  business.  Take  this  one  instance  of  a  railroad  using  high 
duction  currents  —  it  would  put  everything  out  of  operation  for 
a  while.  Xow,  it  wrs  bevond  the  means  or  abilitv  of  anv  local 
company  to  continue  with  any  such  thing  as  that.  The  expense 
is  too  great.  It  would  swamp  them.  But  our  staff  is  large  enough 
and  complete  enough  so  they  take  it  up  and  the  difficulty  has  been 
gradually  overcome. 

Q.  That  proposition  included  what  you  said  this  forenoon  in 
regard  to  uniform  accounting  system  ?  A.  Yes,  sir.  And  so,  as 
I  say,  we  have  a  staff  of  operating  men  who  go  around  the  country 
and  whenever  any  difficulties  come  up  they  settle  them.  That  is, 
they  educate  the  operating  men  of  the  local  companies.  And 
then,  too,  in  the  way  of  patents  —  for  instance,  we  have  a  depart- 
ment in  Boston  where  I  suppose  there  is  as  complete  a  record  of 
patent  information  kept  as  there  is  any  place  —  well,  more  com- 
plete than  anywhere  else  in  the  United  States,  outside  of  the 
Patent  Office,  so  that  every  device  that  comes  up,  we  know  just 
at  once  how  that  lies,  and  if  our  local  companies  had  not  the 
benefit  of  that  they  would  be  more  or  less  hampered  and  more  or 
less  annoyed  by  suits  being  brought.  As  it  is  now,  a  suit  brought 
against  a  local  company  for  infringement  of  a  patent,  or  anything 
of  that  kind,  is  taken  up  and  carried  out  at  the  expense  of  the 
A.  T.  &  T.  That  is  a  part  of  the  4^^  per  cent.  In  other  words, 
the  centralized  expense  —  those  things  are  common  to  all  com- 
panies, we  undertake  to  do  for  them. 

By  Mr.  Page  : 

Q.  Mr.  Vail,  are  you  connected  with  any  other  company  than 
those  named  —  that  is,  any  other  company  located  within  this 
State  which  is  interested  in  or  connected  in  any  manner  with  the 
telephone  business?    A.  I,  personally? 

Q.  Yes.    A.  Xo. 

Q.   As  a  representative  of  the  A.  T.  &  T.  ?    A.  Xo. 
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Q.  You  are  certain  you  have  not  overlooked  any  of  them?  A. 
I  don't  think  I  have. 

Q.  What  company  owns  the  telephone  instruments  that  are  in 
common  use  in  this  State  ?    A.  Why,  the  A.  T,  &  T. 

Q.  The  instruments  are  all  the  property  of  the  A.  T.  &  T.  ? 
A.  Yes,  sir. 

Q.  Does  the  A.  T.  &  T.  Company  own  any  other  portion  of  the 
operating  plant  of,  say,  the  'New  York  Telephone  Company? 
A.  No. 

Q.  Except  through  its  stock  control?  A.  Except  through  its 
stock  control. 

Q.  Does  it  appear  that  the  American  Telephone  and  Telegraph 
Company  is  the  record  owner  of  the  stock  of  the  New  York  Tele- 
phone Company?    A.  Yes. 

Q.  Now,  go  along  to  the  toll  business  if  you  will,  Mr.  Vail. 
On  what  general  basis  is  that  conducted  by  the  A.  T.  &  T.  Com- 
pany ?    A.  In  what  way. 

Q.  Well,  in  regard  to  the  division  of  the  income  from  that  busi- 
ness between  the  A.  T.  &  T.  Company  and  the  local  operating 
companies  ?    A.  Well,  that  varies  in  almost  every  case. 

Q.  Take  just  within  the  State  of  New  York  ?  A.  Well,  within 
the  State  of  New  York,  within  the -limits  of  the  old  New  York 
Company's  territory.  New  York  and  thirty  miles,  the  New  York 
Company  owns  all  the  long  distance  lines  and  all  the  property  of 
the  long  distance  lines  itself,  but  they  pro  rata  the  business. 

Q.  I  could  not  get  that?  A.  I  say  the  New  York  Company,  in 
the  old  territory  of  the  New  York  Company  —  the  original  New 
York  Company,  New  York,  within  thirty  miles  —  the  New  York 
Company  owns  all  the  long  distance  property. 

Q.  The  New  York  Company  owns  the  long  distance  lines  ?  A. 
The  New  York  Company  owns  the  long  distance  lines,  yes,  sir. 

Q.  And  they  have  all  the  business  within  the  thirty  miles  ter- 
ritory? A.  No.  They  had  all  the  business  within  the  thirty 
miles. 

Q.  That  is,  the  business  originating  and  terminating  within 
the  thirty  miles?  A.  Yes,  but  in  addition  to  having  the  long  dis- 
tance line  within  the  New  York  territory,  o^vned  the  New  York 
territory  the  same  as  the  A.  T.  k  T. 
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Q.  So  the  A.  T.  &  T,  Company  does  not  own  any  telephone 
lines  whatever  between  the  thirty  miles  of  where  we  are  now, 
the  City  Hall  of  the  city  of  New  York  ?    A.  No. 

Q.  That  was  taken  as  the  centre,  wasn't  it?    A.  Yes,  sir. 

Q.  Now,  as  to  the  long  distance  business  originating  within  the 
territory,  within  thirty  miles  of  the  City  Hall  and  terminating  out- 
side of  that  territory,  that  was  classed  as  long  distance  business? 
A.  As  long  distance  business. 

Q.  Now,  the  A.  T.  &  T.  Company  had  a  portion  of  the  income 
from  that  and  the  New  York  Telephone  Company —  A.  Pro- 
rated ac<?ording  to  its  lines  and  whate^'er  special  arrangement 
might  be  made. 

Q.  For  instance,  there  was  the  special  arrangement  in  regard  to 
that  territory  and  that  business  ?  A.  It  simply  owned  all  lines  and 
had  its  right  to  the  pro  rata  proportion,  just  the  same  as  though 
two  companies  were  joining  together  and  operating  a  joint  line, 
and  they  had  a  basis  of  rate,  dependent  on  distance  and  other 
things  of  that  kind. 

Q.  Take  in  the  case  of  a  message  originating  within  the  terri- 
tory and  terminating  thirty  miles  away  from  the  borders  of  that 
territory,  say  the  message  amounted  to  sixty  cents  charge,  half 
would  go  to  the  New  York  Telephone  Company  ?  A.  More  or  less. 
I  could  not  give  you  it  exact. 

Q.  And  half  to  the  A.  T.  &  T.  ?  A.  I  could  not  give  you  the 
exact  pro  rata. 

Q.  Was  that  based  on  a  contract  between  the  two  companies? 
A.  Based  on  an  arrangement  between  the  two  companies  —  a 
working  arrangement. 

Q.  Was  that  arrangement  reduced  to  writing?  A.  The  prob- 
abilities are  it  was. 

Q.  Would  you  be  willing  to  furnish  a  copy  of  that  contract  and 
arrangement  as  to  rate  ?  A.  Yes.  Or,  if  you  would  prefer,  Mr. 
Bethell  can  give  you  that  information. 

Q.  He  can  give  that  ?    A.  Yes. 

Q.  Well,  that  would  be  just  as  well.  Now,  take  the  case  of  the 
Central  New  York  Telephone  and  Telegraph  Company,  that  was 
a  licensee  for  a  large  territory  in  the  central  part  of  the  State? 
A.  Yes,  sir. 
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Q.  Embracing  several  counties  ?    A.  Yes,  sir. 

Q.  And  that  was  originally  a  consolidation  of  several  different 
smaller  companies  operating  in  different  counties?  A.  Yes,  sir, 
several  small  licenses. 

Q.  For  instance,  one  at  Syracuse,  one  at  Cortland,  and  one  at 
Ogdensburg  ?  A.  I  could  not  give  you  that,  but  that  territory  was 
divided  up  in  various  small  units,  and  aggregated  by  the  individ- 
uals owning  them,  coming  together  themselves. 

Q.  Under  the  name  of  the  Central  Xew  York  ?    A.  Yes,  sir. 

Q.  jN^ow,  what  arrangement  was  there  between  that  company 
and  the  A.  T.  &  T.  with  reference  to  long  distance  business  ?  A. 
Under  the  license  of  the  Central  New  York  they  had  the  absolute 
right  to  all  business  within  the  limits  of  their  territory. 

Q.  And  that  is  what  is  known  as  toll  business  ?  A.  Well,  toll  or 
exchange  business. 

Q.  Yes,  toll  or  exchange  ?  A.  To  or  by  all  business  from  points 
within  the  points  without  by  it  reserve  to  the  long  distance  com- 
pany —  to  the  Bell  Company,  and  granted  to  the  long  distance- 
The  right  also  was  to  extend  the  rights  of  the  long  distance  into 
the  exchanges  of  these  local  exchanges,  and  they  were  to  do  the 
business  and  receive  for  doing  it  a  certain  percentage.  Now,  in  a 
great  many  cases  they  make  an  arrangement  with  these  local  com- 
panies to  do  all  the  operating.  In  a  great  many  cases  where  the 
business  is  important  and  very  large  the  A.  T.  &  T.  do  the  busi- 
ness, and  themselves  paying  to  the  local  companies  a  percentage 
and  whatever  is  proper  for  the  use  of  the  facilities.  The  con- 
tracts vary  very  largely  based  entirely  upon  the  conveniences 
afforded  and  the  local  conditions,  but  the  wires  are  all  connected 
with  the  exchanges  and  local  exchanges,  and  except  what  is  re- 
ceived for  doing  the  business,  it  has  no  interest  in  the  long  distance 
business. 

Q.  Xow,  take  the  case  of  a  message  originating  within  the  citj^ 
of  Syracuse  and  going  to  some  point  outside  of  the  territory  to  the 
Central  New  York,  as  the  business  was  conducted  in  1908  the 
Central  New  York  Company  would  get  a  certain  percentage  of 
the  message  ?    A.  Yes. 

Q.  Suppose  that  message  came  to  New  York  city  and  was  dis- 
tributed over  the  lines  and  wires  and  through  the  switchboard  of 
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the  New  York  Telephone  Company,  would  that  company  receive 
any  portion  ?  A.  Well,  those  are  determined  —  now,  the  !N'ew 
York  Company,  for  instance,  owns  long  distance  lines  in  this  ter- 
ritory. 

Q.  Suppose  it  went  to  a  city  where  the  local  company  did  not 
own  long  distance  lines  ?  A.  They  would  not  receive  a  percentage 
in  that  case  unless  it  was  something  exceptional.  But  the  details 
of  those  arrangements  I  much  prefer  you  would  get  from  the 
officer  who  has  it  in  charge,  because  they  are  very  different  in  dif- 
ferent sections,  and  I  cannot  say  that  I  am  sufficientlj  posted. 

Q.  Hardly  any  two  of  them  the  same,  I  suppose?  A,  Why, 
they  all  differ  more  or  less. 

Q.  But  as  a  general  proposition,  did  the  local  company  receive 
any  commission  or  income  of  the  business  ?  A.  I  don't  think  that 
it  does,  as  a  general  proposition. 

Q.  They  get  their  commission  on  the  business  originating 
within  their  territory  ?    A.  Yes,  sir,  and  going  outside. 

Q.  And  in  consideration  of  that  commission  they  agree  to  re- 
ceive and  deliver  the  incoming  business  without  charge  ?  A.  Yes. 
you  see,  there  are  two  considerations  —  the  fact  of  each  individ- 
ual territory  being  connected  up  with  the  whole  United  States 
is  a  very  valuable  consideration  in  itself.  It  gives  the  exchange  an 
importance  that  otherwise  it  would  not  have.  So  that  that  is  a 
consideration  of  no  small  account.  Then  in  addition,  too,  they 
have  the  actual  working  —  they  receive,  as  I  say  there,  a  special 
rate  agreed  upon  in  each  case,  or  a  percentage. 

Q.  But  for  the  considerations  which  you  mentioned,  the  A.  T. 
&,  T.  Company  receives  by  far  the  greater  percentage  of  the  long 
distance  receipts?     A.  Certainly. 

Q.  Outside  of  the  ownership  of  a  very  large  majority  of  the 
stock  of  the  Xew  York  Telephone  Company  by  the  American 
Telephone  and  Tel(»graph,  there  are  several  individuals  that  own 
ten  shares  each.  According  to  the  books  of  the  Xew  York  Tele- 
phone Company  that  stock  is  actually  owned  by  the  American 
Telephone  and  Telegrai)h  Company  and  held  by  those  people  for 
the  purpose  of  qualifying  them  to  act  as  directors?  A.  Well,  it 
depends  on  the  construction  you  put  upon  actual  o\NTiership.  They 
are  share^. 
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Q.  They  are  qualification  shares  that  really  belong  to  the  A.  T. 
&  T.  ?  A.  Why,  morally,  I  suppose,  but  there  is  nothing  to  pre- 
vent each  man  using  the  shares,  if  he  wants  to.  He  has  the  actual 
ownership. 

Q.  So  far  as  any  record  documents  go,  they  actually  belong  to 
the  people  in  whose  name  they  stand  ?    A.  Yes,  sir. 

Q.  And  the  only  other  stockholder  of  that  company  is  the 
Bowling  Green  Trust  Company  as  trustee  ?    A.  As  trustee. 

Q.  And  they  are  representing  another  corporation?  A.  Why, 
they  did  represent  another  corporation,  but  the  stock  has  since 
been  acquired.  Really,  it  was  stock  that  before  we  purchased  — 
the  stock  that  is  represented  there,  and  that  being  up  as  collateral 
for  bonds  of  another  corporation,  it  had  to  remain  there,  and  we 
are  the  virtual  owners  of  that  stock, 

Q.  That  stock  was  the  property  originally  of  the  Western 
Union  Telegraph  Company  ?    A.  Yes,  sir. 

Q.  And  it  pledged  it  with  the  Bowling  Green  Trust  Company  ? 
A.  Yes,  as  collateral. 

Q.  As  part  of  the  collateral  which  it  put  up  to  secure  an  issue 
of  bonds  under  a  collateral  trust  agreement,  and  you  have  pur- 
chased of  the  Western  Union  Company  all  its  interest  in  that 
stock,  subject  to  the  pledge  ?    A.  Yes. 

Q.  But  it  still  remains  of  record  in  the  Bowling  Green  Trust 
Company?    A.  Yes. 

Q.  And  that  company  has  been  absorbed  by  the  Equitable  Trust 
Company?    A.  That  I  could  not  say.     I  understand  that  it  has. 

Q.  Can  you  tell  about  what  time  those  shares  were  acquired  by 
the  A.  T.  &  T.  ?  A.  Well,  rather  recently.  During  the  year  — 
this  current  vear. 

Q.  Was  it  since  the  21st  of  September?  A,  The  Western 
Union,  no. 

Q.  That  the  A.  T.  &  T.  acquired  the  shares  of  the  New  York 
Telephone  Company  which  were  formerly  owned  by  the  Western 
Union  ?  A.  No,  it  is  not  since  the  21st  of  September.  I  could  not 
give  you  the  exact  date.  I  can  find  it,  though.  I  should  say  it 
was  some  time  in  July  or  August,  but  the  negotiations  ran  over 
quite  a  period.    I  can  get  you  the  date,  if  you  want  it. 

Q.  Yes,  if  you  will  furnish  that.  On  the  22d  day  of  Septem- 
ber of  this  year  there  was  filed  in  the  office  of  the  Secretary  of 
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State  a  document  entitled  ^^  Unanimous  consent  of  the  stockholders 
of  the  Xew  York  Telephone  Company  to  increase  its  capital  stock 
from  $50,000,000  to  $100,000,000  ''  ?    A,  Yes. 

Q.  That  appears  to  have  been  signed  by  the  Western  Union 
Telegraph  Company  by  R.  0.  Clowry,  president.  That  was  be- 
cause the  transfer  had  not  become  apparent  on  the  books  of  the 
New  York  Telephone  Company?  A.  Probably.  If  you  will  ask 
Mr.  Bethell  those  questions,  he  can  give  you  the  exact  information 
about  that,  because  he  conducted  it. 

Q.  That  is  a  detail  of  the  business  that  you  are  not  familiar 
with  ?    A.  No,  sir. 

Q.  You  signed  such  a  paper,  did  you  not  ?  A.  I  probably  did, 
yes. 

Q.  I  have  a  certified  copy  here  which  appears  to  have  been 
signed  by  the  American  Telegraph  and  Telephone  Company  by 
Thomas  X.  Vail,  president  ?  A.  They  were  a  party  to  it.  "  Tom  " 
Vail  —  not  "  Thomas/' 

Q.  The  American  Telegraph  and  Telephone  Company  some 
time  during  the  year  1909  purchased  a  considerable  amount  of 
Western  Union  stock,  did  it  not  ?    A.  It  acquired  control  of  it. 

Q.  Acquired  control  of  the  stock?    A.  Yes. 

Q.  Or  of  the  company  ?    A.  Of  the  stock. 

Q.  Or  both  ?  A.  No,  it  did  not  acquire  control  of  the  company 
' —  it  acquired  control  of  a  certain  amount  of  the  stock. 

Q.  Did  the  A.  T.  &  T.  Company  acquire  that  control  before  or 
since  it  purchased  the  Western  Union  interest  in  the  New  York 
Telephone  shares  that  you  have  been  just  speaking  of?  A.  The 
thing  ran  along  so  close  together  —  my  impression  is  the  interest 
in  the  Western  Union  was  acquired  after  the  purchase  of  the  New 
York  shares. 

Q.  But  it  was  a  horse  race  between  the  two,  was  it?  A.  Well, 
as  I  say,  those  negotiations  were  going  along  parallel.  Mr.  Bethell 
was  conducting  one  set  and  another  party  conducting  the  other 
set. 

Q.  And  you  were  not  letting  your  right  hand  know  what  your 
!('fr  band  was  doing?  A.  T  knew  what  was  being  done  right  along 
jii  n  general  way,  but  not  in  de»^ail. 
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Q.  The  number  of  shares  of  the  New  York  Telephone  Company 
stock  which  you  acquired  from  the  Western  Union  was  97,281? 
A.  It  was  more  than  that. 

Q.  It  was  more  than  that?  A.  Of  the  New  York  Telephone 
stock  ? 

Q.  Of  the  New  York  Telephone  stock  which  had  formerly  been 
held  by  the  Western  Union?  A.  Well,  there  were  97,000  shares 
besides  that  that  the  Bowling  Green  Trust  Company  —  with  the 
Bowling  Green  Trust,  I  think  —  something  like  $16,000,000  par 
value. 

Q.  And  about  when  was  that  acquired  ?  A.  Well,  as  I  say,  my 
impression  is  that  it  was  along  in  July  or  August,  but  I  won't 
be  —  Mr.  Bethell  can  give  you  the  exact  date  when  the  trade  was 
made. 

Q.  And  the  97,281  shares  standing  in  the  name  of  the  Bowling 
Green  Trust  Company  was  only  a  fraction  of  what  you  actually 
acquired  from  the  Western  Union  ?    A.  Yes,  sir. 

Q.  In  July  or  August?    A.  Yes,  sir. 

Q.  And  the  balance  of  that  stock  was  transferred  to  the  A.  T. 
&  T.  Company  prior  ?  A.  Well,  I  can  give  you  that  date  of  trans- 
fer if  you  wish  it.    I  cannot  give  it  to  you  from  memory. 

Q.  Prior  to  the  29th  of  November  ?    A.  Oh,  yes. 

Q.  It  was  all  transferred  ?    A.  Oh,  yes. 

Q.  Did  you  state  the  number  of  shares  of  the  Western  Union 
Telegraph  Company  stock  which  were  acquired  by  the  A.  T.  &  T. 
Company  ?    A.  No,  I  did  not. 

Q.  Will  you  state?  A.  Why,  it  is  approximately  thirty  mil- 
lions —  300,000  shares. 

Q.  Of  the  par  value  of  approximately  $30,000,000  ?  A.  Yes, 
sir. 

Q.  And  that  is  out  of  a  total  issue  of  Western  Union  of 
$99,000,000?    A.  Practically  $100,000,000. 

Q.  There  is  about  a  million  of  it  unissued  ?  A.  No,  I  think 
there  is  only  a  few  thousand  dollars ;  I  think  there  was,  until  the 
stock  dividends  were  paid,  and  they  used  up  that  unissued.  But 
the  report  will  show  that. 

Q.  When  did  the  Western  Union  pay  its  last  stock  dividend? 
A.  I  could  not  tell  you  that.    It  was  two  or  three  quarters  ago. 

Q.  Within  a  couple  of  years  ?    A.  Oh,  yes. 
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Q.  Do  you  remember  the  amount  or  rate  of  that  dividend? 
A.  It  was  1  per  cent,  or  a  fraction  of  it.  1  per  cent.,  I  think. 
That  I  have  no  knowledge  of,  except  the  ordinary  knowledge  that 
every  man  has. 

Q.  So  that  if  the  stock  dividend  was  1  per  cent.,  a  man  having 
100  shares  received  one  more  share  ?  A.  It  was  no  cash  dividend^ 
as  I  understand  it.  But  that  I  don't  know  anything  about,  Mr. 
Page,  except  — 

Q.  Do  you  know  if  they  issued  fractional  parts  of  shares  ?  A. 
I  don't  know.    I  have  no  knowledge  of  any  kind  about  it. 

Q.  That  is  something  that  you  are  not  familiar  with  ?  A.  No, 
sir. 

Q.  It  appears  from  a  list  of  stockholders  of  the  American  Tele- 
phone and  Telegraph  Company  which  was  furnished  to  the  Com- 
mittee within  the  past  week  or  so,  that  the  American  Bell  Tele- 
phone Company  of  Boston,  Massachusetts,  is  the  owner  of 
198,782  shares  of  the  capital  stock  of  the  A.  T.  &  T.  Company? 
A.  Well,  then,  I  was  mistaken  about  my  statement.  I  suppose  it 
has  been  transferred  actually.    It  is  carried  in'  our  balance  sheet. 

Q.  That  is  what  I  w^anted  to  ask  you  about,  if  you  were  not 
mistaken  ?  A.  I  must  have  been  mistaken.  I  suppose  the  actual 
transfer  was  made.  The  ownership  is  virtually  in  the  American 
Telegraph  and  Telephone  Company. 

Q.  And  you  would  rely  on  the  list  that  is  furnished  rather  than 
on  your  memory  in  regard  to  it  ?    A.  I  would.    Yes,  sir,  I  would. 

Q.  What  do  you  say,  Mr.  Vail,  as  to  whether  or  not  you  are 
more  familiar  with  the  financial  operations  of  the  company  or  the 
practical  operations  ?    A.  Well,  that  is  pretty  diflScult  to  say. 

Q.  You  have  given  some  attention  to  both,  have  you  not?  A. 
Yes.  So  far  as  the  detail  practical  operations,  of  course,  there  is 
no  one  man  that  understands  them  all  now. 

Q.  I  am  not  surprised  at  that.  A.  And  in  going  through  an 
exchange  the  other  day  —  large  exchange  —  I  asked  Mr.  Carty 
to  explain  something  for  me.  He  said  he  could  not  do  it.  That 
was  the  chief  engineer.  He  referred  then  to  the  assistant,  who 
said  he  could  not,  and  finally  referred  to  the  manager  of  it,  wha 
said  he  could  not,  but  finally  called  an  engineer,  who  did.  So  you 
can  see  something  about  the  complication  of  the  business.    All  I 
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undertake  to  do  is  to  look  them  up  in  detail  occasionally,  to  see 
low  things  are  going  —  whether  they  are  going  right  or  wrong* 
But  in  a  case  of  any  great  modification  or  great  change,  to  become 
iamiliar  enough  with  it  to  give  an  opinion  as  to  whether  it  is  a 
^ood  thing  to  adopt  or  not  —  but  to  undertake  to  keep  all  the 
details,  that  is  all  I  want  to  undertake  at  my  age. 

Q.  Well,  you  seem  to  be  a  comparatively  young  man,  now. 
What  do  you  say  as  to  the  possibility  or  practicability  of  one  tele- 
phone company  giving  intercommunication  with  the  subscribers 
of  another  telephone  company  when  they  are  equipped  with  dif- 
ferent styles  of  apparatus  ?  A.  Why,  it  would  be  unsatisfactory  — 
there  is  no  question  about  that  at  all. 

Q.  Would  it  be  possible  to  communicate?  A.  Most  anything 
is  possible  when  people  undertake  to  do  it. 

Q.  Has  it  ever  been  done?  A.  Yes.  It  is  being  done  every 
day. 

Q.  That  is,  there  are  some  so-called  independent  companies, 
the  small  ones,  that  have  a  service  arrangement  with  the  Bell 
lines?  A.  We  have  something  like  a  million  —  well,  nearly  a 
million  and  a  half  of  the  independent,  what  we  call  independent 
companies,  that  are  under  contract  under  connecting  relations  — 
that  is,  on  sub-licenses,  and  a  great  many  of  those  are  equipped 
with  their  instruments.  But  they  are  small  companies,  and  what- 
ever toll  business  they  do  is  over  a  limited  area  or  limited  dis- 
tricts, and  in  nearly  all  cases  where  they  do  happen  to  have  use 
for  long  distance  connections  themselves,  we  put  in  to  them  a 
special  loop  connecting  the  long  distance. 

Q.  And  do  you  have  to  have  a  special  reduction  coil,  if  that  is 
the  right  word,  between  the  long  distance  and  their  exchange? 
A.  You  will  have  to  ask  Mr.  Carty  or  some  of  his  assistants  about 
that.    I  could  not  tell  you. 

Q.  Do  you  know  of  any  exchange,  or  any  case  of  an  exchange 
entirely  owned  by  the  Bell  Company  or  by  one  of  its  licensees 
being  leased  out  to  some  other  company  or  individual  to  operate 
at  a  fixed  monthly  rental  ?  A.  Why,  I  should  not  be  at  all  sur- 
prised that  if  in  some  local  arrangement  that  that  existed,  but  I 
could  not  give  you  — 

Q.  Can  yon  .give  any  specific  instance  of  any  such  an  arrange- 
ment within  the  State  of  New  York  ?    A.  ISTo,  I  cannot. 
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Q.  You  have  said  that  the  inter-communicating  is  possible. 
What  do  you  say  as  to  whether  or  not  it  is  feasible  ?  A.  Well,  it 
is  not  feasible. 

'  Q.  That  is,  in  a  large  way  ?     A.  No,  I  should  not.     It  would 
not  be  satisfactory. 

Q.  Between  competing  companies  in  the  same  town?  A.  It 
would  not  be  satisfactory  at  all. 

Q.  Do  you  mind  telling  the  Committee  what  the  objections 
are?  A.  Well,  you  mean  to  physical  connections  between  compet- 
ing exchanges  in  the  same  place? 

Q.  Yes,  what  are  those  objections,  and  what  are  the  business 
objections,  if  any?  A.  Well,  our  principal  method  of  objection, 
of  course,  is  that  it  would  give  a  competing  exchange  advantage  of 
our  big  system  without  any  corresponding  advantage  to  us,  that 
we  built  up  and  maintained  —  oftentimes  at  a  loss  to  ourselves. 
We  have  a  large  system  extending  all  over  the  United  States  and 
perfectly  connected,  and  if  a  competing  exchange  in  the  town 
should  have  all  the  advantages  we  have,  there  would  be  no  corres- 
ponding advantage  to  us. 

By  Vice-Chairman  Meeritt: 

Q.  You  don't  think  you  could  charge  them  enough?  A.  Why, 
of  course  you  could  charge  them  enough.  Then,  that  would  make 
it  impracticable. 

Q.  From  what  standpoint  impracticable?  A.  Well,  from  the 
public  standpoint.  The  public  then  would  not  go  to  the  competing 
exchange  —  they  would  go  to  the  company  that  gave  the  facilities. 

Q.  Then  there  would  be  no  harm  in  it  ?  A.  No.  There  is  no 
such  thing  as  competing  telephones  —  competing  exchanges. 
There  are  no  two  exchanges  in  the  same  town  giving  the  same 
service.  It  is  not  like  a  gas  company  —  you  go  and  tap  the  main, 
and  you  get  gas  just  as  well.  An  exchange  in  a  town  is  made  up 
of  say  1,000  subscribers  and  a  competing  exchange  is  made  up  of 
another  1,000.  Now,  there  may  be  500  or  600  in  that  1,000  that 
are  common,  because  they  want  all  the  exchange  —  they  want  all 
the  people.  But  to  most  of  the  people  it  is  not  competing,  because 
they  get  an  entirely  different  thing ;  they  get  connection  with  from 
number  one  to  1,000,  and  the  other  exchange  gives  a  connection 
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from  number  300  to  1,300.  Do  voii  see  what  I  mean?  So  it  is 
not  competition  in  the  broad  sense  of  competition  between  gas  and 
electric  light  companies,  where  it  does  not  make  much  difference 
when  you  turn  on  your  light  which  company  you  have. 

Q.  There  are  some  cases,  I  think,  in  the  State  of  New  York 
where  there  are  competing  systems  very  satisfactory  each  in  them- 
selves, and  necessary  each  with  the  general  public,  because  of  the 
diflFerent  territories  which  thev  cover,  and  it  is  a  little  bit  a  burden 
in  those  localities,  however  few  they  may  be,  to  have  to  have  ser- 
vice of  both  companies  in  order  to  reach  the  necessary  territories  ? 
A.  Well,  there  are  very  few  cases  where  any  competing  company 
reaches  territorv  that  the  Bell  does  not.     Of  course,  there  are 
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some  cases,  perhaps. 

Q.  What  my  question  led  to  was  whether  an  enforced  connec- 
tion, whether  it  might  be  contrary  to  the  policy  of  either  company^ 
and  have  business  objections  that  could  not  be  measured  in  some 
way  by  the  charge  ?  A.  Why,  I  don't  know  on  general  principles 
that  that  could  not  be  done  if  each  company  —  I  think  the  prob- 
abilities are  that  could  be  worked  out,  but  it  would  mean,  as  I 
say,  that  one  or  the  other  company  would  suffer. 

Q.  But  the  people  would  profit?  A.  Xo,  I  don't  think  they 
would.  A  duplication  of  exchanges  means  necessarily  great 
waste,  because  there  is  absolutely  no  salvage  in  a  duplicate  ex- 
change —  I  say  absolutely  none.  From  15  to  25  per  cent,  is  about 
our  estimates  as  to  what,  if  we  put  two  competing  establishments 
together  —  that  is,  about  what  we  would  save  of  the  rest  that  ia 
absorbed.  The  rest  is  absolute  waste.  Now,  someone  ha»  got  to 
pay  for  that. 

By  Mr.  Page  : 

Q.  Tour  idea  being,  then,  that  the  depreciation,  the  cost  of* 
operation,  the  interest  charge  of  the  cost  of  two  exchanges  would! 
increase  the  burden  upon  the  people  of  any  community'  where 
there  was  competition?  A.  It  does,  directly  or  indirectly.  It 
either  increases  the  burden  in  the  way  of  rental  or  charges  for  the 
service  or  it  increases  the  burden  in  the  way  of  capital  invested, 
which  means  no  return.  Now,  of  course,  in  one  case  one  set  of 
individuals  suffer  the  loss  and  in  the  other  case  the  others. 
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Q.  But  someone  is  bound  to  suffer  where  there  is  a  duplication 
of  plants  ?    A.  Yes,  sir. 

Q.  Y6u  are  referring  now,  of  course,  to  telephone  plants? 
A.  Yes,  sir. 

Q.  That  is  true  of  any  public  service  corporation,  isn't  it? 
A.  I  think  so,  as  a  rule. 

Q.  What  do  you  say  as  to  whether  or  not  a  telephone  system  in 
any  given  community  should  be  a  monopoly?  A.  Of  course,  I 
naturally  favor  a  monopoly,  because  I  think  the  telephone  is  a 
natural  monopoly. 

Q.  What  do  you  say  as  to  whether  or  not  if 'it  is  permitted  to 
be  a  monopoly,  it  should  be  regulated  or  controlled  by  the  govern- 
ment, either  State  or  National  ?  A.  That  depends  entirely  upon 
the  nature  of  the  regulation. 

Q.  State  how  far  you  think  it  should  be  regulated  ?  A.  No  one 
has  any  objection  to  proper  supervisions.  In  fact,  I  think  nearly 
everybody  would  welcome  it.  But  there  are  different  methods  of 
regulation.   , 

Q.  Do  you  think  they  should  be  regulated  as  to  the  character 
and  quality  of  the  service  they  render?  A.  Why,  if  the  company 
did  not  have  enough  interest  in  its  own  business  and  its  own  wel- 
fare to  render  good  service,  I  think  it  would  be  practically  beyond 
regulation. 

Q.  What  do  you  say  as  to  the  public  regulation  of  rates?  A. 
We  never  have  so  far  had  any  great  trouble  where  it  has  been 
thoroughly  looked  into  by  disinterested  people.  But  the  great 
trouble  about  the  question  of  rates  is  something  that  we  ourselves 
have  not  solved,  as  to  the  methods  of  placing  that.  And  the  great 
trouble  about  public  regulation  of  the  rates  would  be  that  theories 
might  be  introduced  that  had  not  been  tried  out,  and  might  be 
more  or  less  destructive  either  one  way  or  the  other. 

Q.  These  theories  might  be  tried  on  your  company  at  its  ex- 
pense, you  think  ?    A.  It  might  be.    It  has  been  in  the  past. 

Q.  Do  you  think  there  is  anything  particularly  wrong  in  the 
theory  of  public  regulation  of  the  rates  of  public  service  corpora- 
tions ?  A.  Why,  I  don't  know  as  I  would  care  about  expressing  an 
opinion  on  that  off-hand.  I  have  expressed  my  opinion  in  my  last 
report?. 
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Q.  I  have  not  seen  those  reports.    A.  I  will  send  them  to  you, 
if  you  like. 

Q.  Will  you  furnish  copies  of  them  ?    A.  I  will. 

r 

By  Chairman  Davis: 

Q.  And  your  opinion  is  the  same  to-day  as  expressed  in  those 
reports  ?    A.  Yes,  sir. 

Bv  Mr.  Page  : 

Q.  Do  you  think  that  you  are  making  your  charges  fair  and 
reasonable  in  all  cases  ?  A.  I  think  this,  that  wherever  there  is  an 
actual  investment  in  property  —  now,  we  have  an  appraisement 
made  of  our  property  by  associate  companies,  Und  the  appraise- 
ment showed  that  we  had  property,  actual  property  of  a  con- 
servative appraisement,  without  putting  in  any  intangible  thing 
whatever  in  the  way  of  franchises  or  rights,  or  things  that  could 
not  be  duplicated,  far  in  excess  of  the  outstanding  capital  stock. 
Xow  that  means,  so  long  as  you  don't  pay  an  unreasonable  divi- 
dend on  that  stock,  and  that  your  business  is  conducted  econom- 
ically and  on  the  right  principles,  that  rates  are  reasonable.  They 
cannot  help  but  be,  because  your  revenue  and  your  expenses  leave 
simply  margin  enough  to  compensate  the  public  for  the  capital 
invested.  Now,  that  return  must  be  large  enough  to  induce 
capital  to  come  in,  and  make  the  extensions  that  we  are  bound  to 
make  from  time  to  time.  We  cannot  stand  still.  The  public 
would  not  let  us  stand  still.  Certainly,  if  we  are  regulated,  they 
would  not  let  us  stand  still.  And  we  have  to  have  capital  all  the 
time.  Our  actual  construction  items  amount  —  well,  our  esti- 
mates for  next  year,  approximately  $67,000,000,  to  meet  the  ex- 
tension that  the  people  demand,  and  they  must  have.  A  large 
portion  of  that  will  come  out  of  the  reconstruction  account  and 
maintenance  account  and  things  of  that  kind.  But  our  recon- 
struction and  construction  account,  the  estimates  have  not  been 
gone  over  very  carefully  yet,  because  we  have  not  had  time.  Now 
to  get  that  money  you  have  to  give  a  return  on  it,  enough  so  that 
good  times  and  bad  times  you  can  get  the  money.  Now,  so  long 
as  you  don't  do  any  more  than  that,  why,  I  don't  think  you  can 
call  any  rate  an  unfair  rate. 
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Q.  What  do  you  say  would  be  a  fair  return  from  the  capital 
imder  the  circumstances  that  you  outline?  A.  I  think  an  8  per 
<3ent.  on  a  public  utility  company  is  not  an  unreasonable  return 
to  be  expected. 

Q.  That  is,  that  8  per  cent,  would  be  fair  to  the  public  and  fair 
to  the  stockholders  ?  A.  If  the  State  or  the  community  would  say 
to  us,  you  can  under  any  circumstances  make  your  charges  so  you 
can  return  a  less  per  cent,  than  that,  in  order  to  make  a  sort  of 
guarantee,  you  could  do  it  for  less.  The  price  of  money  depends 
upon  the  facilities  you  are  offering,  and  the  certainty  of  getting 
not  only  the  principal  back,  but  also  the  interest. 

Q.  And  also  the  demand  ?  A.  To  a  certain  extent.  The  average 
for  money  for  absolutely  certain  security  is  pretty  nearly  always 
available,  and  the  reasonable  rate  depends  entirely  upon  that  cer- 
tainty of  getting  the  returns.  And  as  I  say,  our  experience  has 
taught  us  that  about  8  per  cent,  is  a  fair  average. 

JBy  Vice-Chairman  Merritt: 

'Q.  At  the  present  stage  of  the  telephone  business  do  you  find 
it  difficult  to  get  capital  at  ordinary  commercial  rates  ?  A.  There 
have  been  times  within,  say  easy  recollection,  when  it  would  be 
impossible  to  raise  a  dollar. 

Q.  I  don't  mean  panic  times?  A.  Xo,  I  don't  mean  panic 
times,  either.  There  was  a  time  here  not  very  long  ago  when  we 
could  not  have  gotten  any  money  for  telephone  purposes  for  any 
consideration  whatever. 

By  Mr.  Page  : 

Q.  That  was  several  ^ears  ago ?  A.  Yes.  To-day  I  think  we 
could  fret  all  the  moncv  we  reasonablv  needed. 

Q.  For  about  414  per  cent.  ?  A.  Xot  upon  anything  except  an 
underlying  bond ;  and  unquestionable  security. 

<5.  Xot  on  stock  issue?    A.  Xo,  sir. 

Q.  Xow,  take  the  case  of  a  public  service  corporation  which  is 
paying  dividends,  paying  interest  on  bonds,  paying  operating  ex- 
penses, putting  aside  a  sufficient  amount  for  a  fair  and  reasonable 
maintenance  and  depreciation  charge,  do  you  think  that  such  a 
corporation  is  entitled  to  charge  the  public  rates  for  its  service 
FiiflBciontly  high  to  enable  it  to  build  up  a  large  surplus,  and  ii^ 
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case  it  docs^  is  it  entitled  then  to  capitalize  that  surplus  and  charge 
rates  sufficient  to  enable  it  to  pay  dividends  on  that  ?  A.  Well,  I 
fiimply  want  to  say  this,  that  it  is  perfectly  right  and  proper  that 
jou  should  capitalize  your  surplus.  But  at  the  same  time  the 
day,  in  my  opinion,  has  passed  when  you  are  going  to  have  very 
much  capitalizing  of  surplus.  We  have  abandoned  that  idea  com- 
pletely, and  in  this  manner:  You  will  find  when  you  look  into 
this  recent  consolidation  of  Xew  York,  that  the  capital  obligations 
outstanding  are  less  than  they  were  prior  to  the  consolidation. 
^  •  Q.  And  about  how  much  less  ?  A.  Well,  that  I  would  prefer 
that  Mr.  Bethell  would  give  you.    I  know  they  are  less. 

Q.  Could  you  tell,  in  round  numbers  ?    A.  Oh,  some  millions. 

Q.  Some  seven  or  eight  millions?  A.  Yes.  But  that  is  only 
an  instance  of  our  ideas  of  capitalizing  surplus  —  that  is  all. 

Q.  That  is,  your  idea  is  that  capitalizing  surplus  is  no  longer 
proper?  A.  Well,  it  is  perfectly  proper,  but  I  don't  think  it  is 
practical  or  feasible  for  public  corporations  —  that  is  all. 

Q.  That  is,  they  should  not  do  it  any  more  ?  A.  They  cannot 
do  it  any  more.  You  take,  for  instance,  now  in  the  telephone  busi- 
ness. You  spoke  about  a  public  utility  corporation  operating 
under  a  public  franchise.  Now,  in  the  telephone  business  we  are 
operating  under  a  public  franchise.  To  be  sure,  our  franchises 
are  not  capitalized;  they  are  not  carried  upon  our  books  as  any 
asset  whatever;  rights  of  way  that  would  be  impossible  to  be  ob- 
tained now  —  not  all  of  them,  but  some  of  them  over  private  roads, 
and  all  that  sort  of  thing  are  not  capitalized,  so  we  are  not  under- 
taking to  pay  any  dividend  on  intangible  assets.  Our  actual 
property  represents  more,  as  I  said,  than  the  actual  securities  out- 
standing. 

By  Vice-Chairman  Merritt  : 

Q.  You  mean,  if  you  ever  did  represent  any  intangible  value  in 
your  stock  issues,  that  they  have  been  more  than  wiped  out?  A. 
More  than  wiped  out  by  premiums  received  on  stock  and  so  on. 
Ifow,  T  don't  see  any  great  objection  to  running  up  a  surplus, 
providing  you  don't  capitalize  it  someway,  or  pay  extraordinary 
dividends  on  the  strength  of  it,  because  the  money  invested  secures 
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the  solidity  of  the  property,  and  the  public  is  not  paying  any 
interest  on  it,  so  to  that  extent  they  get  the  benefit  of  it. 

By  Mr.  Page  : 

Q.  So  in  time,  if  you  were  permitted  to  build  up  a  surplus,  yoa 
might  build  that  surplus  up  to  the  point  where  the  income  from 
the  invested  surplus  would  pay  dividends  on  all  your  outstanding 
stock,  operating  expenses,  maintenance  and  depreciation  and  you 
could  give  the  public  the  service  free?  A.  That  could  be  done. 
That  is  a  logical  conclusion  of  it.  But  most  of  that  surplus  is 
invested  in  the  plant  —  it  is  not  invested  in  the  securities. 

Q.  But  if  you  saw  your  surplus  getting  unreasonably  large  I 
suppose  you  would  reduce  your  rates  to  the  public?  A.  There 
is  no  danger  of  our  surplus  getting  unreasonably  large,  because 
our  demands  for  extension  is  so  great  that  it  keeps  us  busy  get- 
ting money  enough.  It  is  not  an  easy  thing  to  raise  thirty  or 
forty  millions  of  dollars  every  year.  That  is  what. the  public 
demand  of  us,  you  know.  And  it  would  make  no  difference  if 
there  was  a  thousand  different  companies  scattered  all  over,  inde- 
pendent companies,  the  aggregate  would  be  just  as  great.  The 
great  trouble  about  telephone  business  is  that  we  have  one  com- 
pany covering  the  whole  United  States.  K'ow,  you  take  the  rail- 
road business ;  if  it  was  one  company,  you  can  see  what  enormous 
figures  it  would  come  to. 

By  Vice-Chairman  Meeritt  : 

Q.  Do  you  know  anything  about  the  history  of  the  telephone 
business  in  Sweden  ?    A.  Only  in  a  very  general  way. 

Q.  Those  companies  that  existed  there  and  were  competing 
have  been  taken  over  by  the  government,  have  they  not  ?  A.  Yes, 
sir. 

Q.  I  only  had  this  thought  in  mind,  if  we  had  some  govern- 
mental ownership,  for  instance,  which  is  very  much  urged  by 
some  people,  as  you  know,  why,  this  matter  of  extension  would 
not  have  to  be  paid  entirely  out  of  the  proceeds  of  the  business  of 
the  people  who  are  customers  of  the  company  ?  A.  How  would  it 
be  paid  ? 
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Q.  Why,  it  would  be  a  governmental  construction,  and  look  to 
the  far  future,  and  you  cannot  do  that?  A.  Every  taxpayer  is  a 
telephone  subscriber,  and  he  would  pay  it  in  taxes  instead  of  tele- 
phone rates,  which  would  make  no  difference. 

By  Mr.  Page  : 

Q.  It  might,  in  case  the  lines  were  owned  by  the  general  govern- 
ment, as  there  are  no  direct  taxes.  A.  Well,  indirect  taxes  or 
direct  taxes,  it  finds  its  level  some  place. 

Q.  You  think  they  are  eventually  distributed?  A.  I  think 
they  are  eventually  distributed ;  yes,  sir. 

By  Chairman  Davis  : 

Q.  But  us  farmers  are  somewhat  relieved?  A.  I  am  a  farmer 
myself. 

Q.  You  are  not  a  farmer  in  the  State  of  New  York  ?  A.  No,  in 
the  State  of  Vermont. 

By  Vice-Chairman  Merritt: 

Q.  Would  you  say,  Mr.  Vail,  that  there  were  any  advantages 
on  the  other  hand  in  public  service  corporations  that  might  occur 
to  you  in  a  reasonable  system  of  regulation,  taking  into  considera- 
tion, if  you  please,  the  fact  that  they  consider  the  possibility  — 
in  fact,  the  existence  of  monopolies  of  certain  kinds  of  business  ? 
A.  Well,  there  cannot  be  any  objection  to  reasonable  regulation  in 
anything.    The  only  question  is,  what  is  reasonable  ? 

By  Mr.  Page  : 

Q.  What  did  you  say  would  be  reasonable  regulation  ?  A.  Why, 
keeping  you  from  doing  that  which  you  ought  not  to  do. 

Q.  We  might  agree  on  that,  but  we  might  disagree  as  to  the 
things  you  ought  not  to  do,  perhaps  ?  A.  I  don't  think  there  would 
be  very  much  disagreement  on  that  even. 

Q.  In  keeping  the  account  of  the  long  distance  business  done 
within  this  State,  do  you  keep  an  account  of  that  separate  and 
distinct  from  the  long  distance  business  which  is  done  partly 
within  and  partly  outside  of  the  State  ?    A.  No. 
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Q.  It  all  goes  into  one  account?    A.  It  all  goes  into  one  account. 

Q.  Say  a  long  distance  message,  or  income  which  you  get  from 
a  long  distance  message  going  from  New  York  to  Albany,  it  goes 
into  some  ledger  account  as  the  record  of  the  income  received  on 
a  message  from  New  York  to  Albany  ?  A.  Practically.  And  for 
the  purposes  of  comparison  we  keep  some  separate  accounts,  but 
just  what  those  are,  whether  by  states  or  lines  or  sections,  I  can- 
not say.  For  instance,  we  have  divisions.  For  each  division  we 
keep  for  the  purpose  of  statistical  comparison  accounts  showing 
what  each  division  is  doing.  But  I  don't  think  State  boundaries 
have  anything  to  do  with  that  at  present. 

Q.  You  have  no  record  as  to  State  boundaries?  A.  I  don't 
think  there  is  any,  but  our  comptroller  can  tell  you  that. 

Q.  How  then,  do  you  manage  to  keep  your  records  so  as  to 
report  your  gross  earnings  to  the  State  Comptroller?  A.  Well, 
that  must  be.  That  is  a  contradiction  to  my  entry.  It  must  be 
done,  as  I  say,  for  statistical  purposes  and  others.  They  do  keep 
accoimt. 

Q.  You  think  they  are  kept  separate?  A.  When  I  come  to 
think  of  that  idea,  they  must  be ;  that  is,  suflSciently  for  that  pur- 
pose. 

Q.  Who  is  Mr.  James  C.  Vail?  A.  He  is  treasurer  of  the 
A.  T.  &  T.,  or  assistant  treasurer. 

Q.  A  member  of  your  family  ?  A.  He  is  a  second  cousin,  or 
something  of  that  kind.  He  is  a  son  of  Alfred  Vail,  who  was  con- 
nected with  jMorse  in  the  telegraph. 

Q.  He  was  connected  with  Morse  in  the  telegraph  business  ? 
A.  Yes,  sir. 

Q.  Was  he  ever  connected  with  the  telephone  business?  A. 
Alfred  Vail  ? 

Q.  Yes.  A.  Oh,  no.  He  died  before  the  telephone  was 
thought  of. 

Q.  I  dcm't  rwall  now  whether  you  stated  that  you  were  one  of 
the  original  association  or  not.     A.  T  was  not. 

Q.  Did  von  state  at  what  time  von  boeanie  interested  financially 
in  the  business?     A.  1878. 

Q.  And  that  was  at  the  time  of  the  formation  of  the  first  com- 
panies?    A.  Well,  it  was  in  the  spring  of  1878  when  the  com- 
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panies  were  being  formed,  and  before  the  National  Bell  was 
iormed  in  the  summer  of  1878. 

Q.  And  is  your  pro  rata  interest  in  the  business  at  the  present 
time  about  what  it  was  at  that  time?  A.  Well,  my  interest  was 
not  directly  with  the  parent  company  until  some  years  afterwards. 
!My  interest  was  more  indirectly  with  the  company.  I  had  not 
any  large  financial  interest  to  start  with.  I  did  not  have  capital 
to  get  it  with  —  the  principal  reason. 

Q.  But  you  thought  well  of  it  and  became  interested  ?  A.  I  did. 
I  interested  everybody  that  I  could  get  interested  in  it. 

By  Commissioner  Walters: 

Q.  Mr.  Vail,  does  the  increase  of  the  number  of  subscribers 
increase  the  net  earnings  of  the  company  ?     A.  Oh,  yes. 

Q.  How  do  you  account  for  the  Bell  Company  obtaining  a 
franchise  with  a  restriction  of  a  $48  rate,  taking  on  1,000  sub- 
scribers a  few  years  ago,  and  its  business  increasing  to  over  5,000 
subscribers,  or  five  times  the  amount,  and  then  insisting  on  in- 
creasing its  rate  to  $72  a  year,  and  doing  five  times  the  amount  of 
business?  A.  Well,  the  theory  of  that,  or  at  least,  the  theory  of 
the  business  is,  if  you  talk  to  1,000  subscribers,  there  are  a  certain 
number  of  those  that  vou  want  to  talk  to  a  certain  number  of 
times  a  day.  If  there  are  five  times  as  many  you  won't  need  just 
in  proportion,  but  you  want  a  large  increase  in  your  connection. 

■ 

The  more  people  you  can  talk  to  the  more  you  will  talk  to. 

Q.  Your  net  earnings,  however,  have  increased  just  propor- 
tionately?   A.  With  the  rate? 

Q.  Yes.  A.  Well,  there  is  one  thing  you  want  to  bear  in  mind. 
It  is  very  difficult  to  differentiate  the  increase  in  net  earnings 
that  comes  from  reduction  of  expenses  and  improvements  in 
methods  and  everything.  Xow  just  to  give  you  an  instance:  Here 
in  Xew  York  in  the  early  days  of  the  telephone  business  a  switch- 
board was  renewed  or  replaced  by  an  improved  switchboard  within 
two,  three,  four  or  five  years  time  and  was  installed.  Of  course, 
that  was  a  tremendous  expense  that  had  to  be  charged  to  expenses. 
Further,  overhead  lines  were  rapidly  destroyed.  The  storms  would 
sweep  them  down  and  the  deterioration  was  very  fast.  But  every 
year  there  has  been  an  improvement  in  the  permanency  of  our 
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plants,  so  that  the  amount  that  we  had  to  charge  up  to  expenses  of 
reconstruction  and  maintenance  and  all  that  has  been  reduced^ 
So  in  your  case,  speaking  of  that,  that  may  have  come  from  im- 
proved methods  of  operation,  it  may  have  come  from  the  more 
permanent  plant,  and  you  have  decreasing  maintenance  and  con- 
struction  account  and  various  other  sources. 

Q.  Will  the  time  come,  then,  when  these  things  will  have  been 
proportionately  paid  up  by  the  increase  in  rate  so  the  companies 
will  reduce  the  rate  and  go  back  to  the  original  rate?  A.  The 
rates  have  been  reduced  right  along.  The  rates  throughout  the 
country  for  telephones  have  been  reduced  enormously  since  the 
early  days.  Of  course,  the  first  idea  of  the  telephone  was  that  it 
would  not  cost  anything,  you  know,  but  they  thought  they  would 
hitch  on  to  the  old  American  telephone  wires  and  charge  a  dollar 
or  so  a  month  and  have  fifteen  or  twenty  on  a  line.  .They  soon 
found  that  they  had  to  have  two  or  three  on  a  line,  then  one  on  a 
line,  and  then  the  metallic  circuit.  Then  came  the  increase  in 
the  rates  and  improvement  in  the  service  that  made  the  cori'e- 
sponding  reduction.  Now,  I  had  a  statement  made  up  the  other 
day  that  was  very  interesting.  I  wanted  to  find  out  how  much 
difference  there  had  been  in  rates  in  competitive  and  non-competi- 
tive points,  and  I  found  out  th^t  substantially  there  was  no 
difference  in  the  reduction  of  rates  —  the  average  rates  in  com- 
petitive and  non-competitive  points.  Of  course,  when  you  get  out 
into  the  small  territories  where  the  lines  are  operated  by  what  you 
may  call  a  one-man  company  —  a  man  that  can  do  everything  and 
look  after  everything,  why,  their  expenses  are  very  slight.  But 
the  moment  you  get  into  a  more  highly  organized  company,  where 
your  man  will  do  a  particular  thing  and  won't  do  anything  else, 
why,  there  your  expenses  grow.  Each  one  of  those  cases  have  got 
to  be  practically  treated  by  themselves  and  considered  by  them- 
selves. And  that  is  why  I  say  that  our  people  to-day  have  not 
mastered  the  question  of  rates,  and  we  are  working  at  it  all  the 
time  trying  to  find  out  some  scientific  method  of  adjusting  the 
methods  of  toll.  And  there  is  a  great  deal  of  thought  not  only 
among  ourselves,  but  outside.  Now,  for  instance,  in  Boston,  the 
Massachusetts  Commissioner  of  Highways  has  an  expert  there 
who  is  making  that  a  study.    He  has  been  at  it  two  years.     Two 
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jears  ago  he  told  me  he  would  give  us  a  scientific  plan  for  the 
adjustment  of  rates.    He  has  not  got  it  yet. 

Q.  Is  he  an  oflScer  of  the  State  ?  A.  Oh,  no.  He  is  employed 
by  the  State  and  we  are  doing  everything  we  can  to  aid  him,  and 
we  are  trying  ourselves  to  find  —  no  one  is  trying  harder  than  we 
are  to  get  on  some  basis  that  is  absolutely  logical  so  far  as  fixing 
rates  are  concerned.  As  it  is  now,  when  we  find  that  our  revenue  is 
excessive  in  any  one  point,  why,  we  make  a  reduction.  When  it  is 
running  down,  we  try  to  get  a  little  increase.  Now,  the  principle 
that  governs  us  so  far  is,  as  I  say,  the  return  of  revenue. 

By  Mr.  Page: 

Q.  Mr.  Vail,  assume  that  you  have  an  up  to  date  and  modern 
exchange  in  a  densely  populated  community  with  10,000  sub- 
scribers, and  assume  that  you  increase  the  number  of  subscribers 
to  20,000,  what  will  be  the  increase  in  operating  expenses  ?  A.  It 
will  be  very  material.  It  would  be  very  hard  work  to  say,  because 
of  the  nature  of  the  business. 

Q.  I  did  not  understand  whether  you  said  it  would  be  or  would 
not  be?  A.  It  would  be  very  material.  But  I  say,  it  would  de- 
pend very  largely  upon  where  the  exchange  was  situated  and  the 
character  of  the  subscribers.  Now,  we  have  subscribers,  take  .for 
instance  —  I  saw  a  report  the  other  day  of  what  we  call  flat  rate 
subscribers  in  Chicago,  that  must  have  used  their  line  so  as  to 
keep  it  actually  busy  all  the  time.  Others  won't  use  it  but  once 
or  twice  a  day.  There  are  two  or  three  things  that  count.  In  the 
first  place,  in  our  exchanges  where  they  are  connected  with  each 
other,  our  balance  exchanges,  you  have  to  have  a  certain  amount 
of  trunk  lines  connected.  Now  those  trunk  lines  must  be  regu- 
lated according  to  the  peak  of  the  load.  If  it  is  a  very  busy 
exchange  in  one  or  two  hours  of  the  day,  you  have  to  have  an  enor- 
mous plant  that  lies  idle  most  of  the  time.  Now,  if  the  business  is 
distributed  more  evenly  during  the  day  you  don't  have  to  have  so 
many  trunk  lines,  you'  don't  need  to  have  so  many  switchboards. 
For  instance,  where  an  operator  can  take  care  of  fifty  or  100  sub- 
scribers, you  won't  have  to  have  but  one  operator  to  run  it.  But 
we  have  exchanges  where  one  operator  cannot  take  care  of  over 
ten  or  fifteen  subscribers.     Those  things  all  vary  with  the  condi- 
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tion  surrounding  ihcm.  You  take  it  in  a  residential  section,  they 
use  the  wires  a  long  time  —  the  conversations  are  long;  the  chil- 
dren and  servants  get  on  to  the  wires,  you  know,  and  they  visit  and 
talk  and  gossip  and  all  things  of  that  kind.  You  take  it  in  a 
business  section ;  it  is  a  snappy  go.  You  get  a  man,  and  he  asks  a 
question,  and  off  it  goes  and  along  comes  another.  All  those  con- 
ditions vary  in  every  exchange  and  in  every  district  of  an  exchange. 

Q.  As  a  general  proposition,  would  the  doubling  of  the  number 
of  subscribers  double  the  number  of  operators?  A.  No,  I  don't 
think  it  would. 

Q.  Can't  you  tell  about  what  percentage  the  increase  would  be? 
A.  I  could  in  a  general  way,  but  I  would  much  rather  you  woidd 
get  that  from  Mr.  Carty,  because  he  is  making  it  a  study  all  the 
time  and  has  the  figures. 

Q.  Give  your  own  idea  in  a  general  way?  A.  Well,  it  would 
vary  all  the  way  from  25  to  75  per  cent.,  depending  on  the  —  it 
is  a  broad  margin,  for  the  reasons  I  have  just  explained. 

Q.  I  understand.  What  do  you  say  as  to  the  practicability  of 
metering  the  use  of  telephones  and  charging  their  user  according 
to  the  length  of  time  the  phone  is  in  use  ?  A.  Well,  that  would  be 
an  ideal  way  if  it  were  practical.  We  have  measured  service,  you 
know. 

Q.  That  is  measured  by  message  is  it  not  ?  A.  Yes,  sir,  meas- 
ured by  message. 

Q.  At  so  much  per  message?  A.  I  don't  think  you  can  get 
down  to  a  point.  It  is  too  intangible  to  get  down  as  to  the  point 
of  measuring  the  actual  use.  The  measured  service  is  the  ideal 
service. 

Q.  Did  you  ever  hear  of  a  device  recently  patented  for  measur- 
ing the  length  of  time  the  phone  is  in  use  ?  A.  Iff o,  sir.  I  have 
heard  of  a  great  many  meters  that  were  made. 

Q.  An  instrument  known  as  the  platanometev  ?  A.  I  don't 
know  anything  about  it. 

Q.  If  such  an  instrument  should  be  made  and  should  be  found 
to  be  accurate,  and  we  will  say  fool  and  rascal  proof,  do  you  think 
it  would  be  feasible  to  do  the  telephone  business  upon  such  a 
basis  ?  A.  W^hy,  granting  what  you  say  it  is  feasible  to  do,  I  w^ould 
say  yes.     But  it  would  be  impossible  to  find  any  such  thing. 
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Q.  Well,  would  not  that  be  a  good  way  to  do  the  business  if  it 
were  possible  to  get  rid  of  the  dissatisfaction  that  exists  now 
among  your  subscribers,  say  in  New  York  city,  where  they  sub- 
scribe for  a  definite  number  of  calls  and  don't  use  them  up  and 
think  they  should  have  a  rebate  ?  A.  But  then  the  theory  of  that 
is  this:  The  proper  theory  of  telephone  charges  would  be  an 
installation  charge  sufficient  —  just  first,  installation  charge  suffi- 
cient to  pay  the  expenses  of  the  connection,  then  to  charge  a 
measured  service  for  rate.  But  that  is  impractical.  In  the  first 
place,  people  who  are  used  to  the  other  system  would  not  change 
back  to  it.  Now,  the  theory  of  this  minimum  number  of  calls  is 
that  it  gives  us  —  it  costs  so  much,  whether  they  use  the  telephone 
once  or  six  hundred  times,  it  costs  so  much  to  put  in  the  instal- 
lation, it  takes  so  much  of  the  switchboard  and  a  certain  propor- 
tion of  the  trunk  lines.  Now,  that  minimum  charge  is  based  on 
what  would  meet  that  expense  whether  there  was  a  call  or  not. 
Then  the  calls  over  and  above  that  are  the  additional  expense  of 
operating. 

By  Vice-Chairman  Mebkitt: 

Q.  What  do  you  consider  in  your  figures  the  average  installa* 
tion  charge;  how  much  do  you  consider  in  your  estimate?  A. 
Well,  that  varies  from  the  point  where  you  take  it.  Some  of  the 
companies  take  it  from  the  last  permanent  fixture,  others  take  it 
from  the  house  walls,  but  it  varies  all  the  way  from  $5  to  $45. 
And  then,  too,  it  depends,  for  instance,  in  New  York,  where  yoa 
have  to  go  in,  whether  through  underground  or  through  extensive 
structures,  which  would  cost  a  great  deal  more  than  in  the  country 
town  where  you  simply  hung  a  wire  a  few  hundred  feet. 

Bv  Mr.  Page: 

Q.  The  cost  of  the  instrument  itself  is  not  included  in  that 
charge?    A.  No. 

Q.  But  what  do  you  say  the  average  of  that  charge  would  be  ? 
A.  Why,  I  was  looking  over  those  figures  this  morning.  The 
companies  have  not  got  down  to  any  fixed  basis.  I  should  say  the 
method  now  of  adjusting  it,  the  average  might  be  $20  or  $25. 
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Q.  Why  would  not  it,  if  it  were  possible  to  measure  the  time 
that  the  telephone  is  in  use,  and  measure  it  accurately,  why  would 
not  it  be  possible  for  the  telephone  companies  to  do  their  business 
on  the  basis  similar  to  the  basis  of  the  electric  lighting  business, 
they  putting  in  a  meter  and  making  a  charge  of  say  a  dollar  a 
month  for  installation  charges,  and  then  so  much  per  kilowatt 
hour  for  the  current  used,  say,  could  not  you  conduct  the  business 
on  the  same  basis  ?    A.  We  would  be  very  glad  to  do  it. 

Q.  So  that  the  people  who  used  the  phone  all  the  time  will  pay 
for  what  they  use,  and  people  who  only  use  it  occasionally,  after 
paying  a  small  installation  charge,  will  simply  pay  for  what  they 
use  ?  A.  The  worst  class  of  people,  I  suppose,  that  we  have  to  do 
with  are  party-line  subscribers,  who  use  the  line  a  great  deal,  and 
then  complain  about  having  been  called  and  being  answered  that 
they  were  busy.  And  if  you  only  had  some  record  to  show  that 
they  kept  the  line  busy,  and  that  is  why  they  could  not  get  them, 
it  would  answer  a  good  many  complaints. 

Q.  And  save  the  company  some  trouble?  A.  Save  lots  of 
trouble,  yes. 

Bv  Commissioner  Walters: 

Q.  Mr.  Vail,  do  you  know  whether  it  costs  any  more  to  operate 
a  line  in  which  there  is  a  lot  of  Blake  receivers  or  transmitters 
than  this  new  metallic?     A.  There  are  no  more  Blake. 

Q.  In  the  city  of  Syracuse  there  was  some  trouble  some  time 
ago  when  the  rate  was  increased  from  $48  to  $60,  and  there  was 
a  franchise  restriction  there  to  a  $48  rate.  Several  attorneys 
and  merchants  remonstrated  against  paying  the  increased  rate, 
insisting  that  the  franchise  rate  must  be  lived  up  to  by  the  Bell 
Company.  They  then  came  back  with  the  statement  and  asser- 
tion that  if  they  insisted  on  the  $48  rate  the  people  would  get  the 
Blake  fastened  to  their  walls,  and  I  personally  know  of  several 
Blakes  still  in  use  there  on  the  $48  rate  ?  A.  Those  are  grounded 
circuits.  The  present  system  there  of  metallic  circuits,  that  has 
two  wires  instead  of  one. 

Q.  Does  it  cost  so  much  more?  N^ow,  there  was  $12  differ- 
ence there  in  the  rate?    A.  The  switchboard  capacity  and  every- 
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thing  is  increased.  The  trunk  lines  are  increased.  The  line  from 
the  residence  to  the  station  is  increased. 

Q.  Isn't  it  more  than  inconvenience  to  the  company  to  main- 
tain a  grounded  circuit  on  three  or  four  phones  attached  to  it 
than  to  put  in  for  their  business  a  metallic  circuit  ?  A.  It  may  be^ 
but  even  if  it  were  to  maintain  three  or  four,  that  would  not 
answer  the  question  as  to  whether  you  were  going  to  maintain 
three  or  four  thousand.  If  your  whole  system  was  on  that  basis, 
it  might  cost  a  good  deal  to  look  after  one  line,  but  at  the  same 
time  that  would  not  argue  that  you  could  use  a  thousand  lines 
on  the  whole  system  more  cheaply. 

Q.  Would  you  say  it  was  the  spirit  or  the  way  they  did  busi- 
ness in  Syracuse?  A.  I  don't  know  just  what,  but  certainly 
there  has  never  been  enough  money  made  in  Syracuse  to  cause 
any  complaint  on  the  part  of  the  subscribers  as  to  the  abundant 
revenue  the  Bell  Company  was  getting  out  of  the  business.  That 
is  one  thing  certain.    And  we  like  to  see  a  little  on  our  side. 

By  Mr.  Page: 

Q.  Mr.  Vail,  did  you  state  anything  in  regard  to  the  price 
which  was  paid  for  the  Western  Union  stock  that  was  bought 
by  your  company  ?    A.  No,  I  did  not. 

Q.  I  don't  remember  whether  I  asked  you  that  or  not?  A.  I 
don't  think  you  did. 

Q.  Are  you  willing  to  state  what  the  price  was  that  was  paid  ? 
A.  I  would  rather  not. 

Q.  In  regard  to  the  New  York  Telephone  stock  which  was 
purchased  of  the  Western  Union  Company  by  your  company,  are 
you  willing  to  state  what  was  paid  for  that  per  share?  A.  I  would 
rather  not  do  that.    That,  I  think  though,  appears  more  or  less. 

Q.  Probably  appears  in  your  statement?  A.  In  Colonel 
dowry's  report. 

Q.  Now,  did  you  make  any  statement  in  regard  to  the  ad- 
vantages that  would  come  to  the  public  through  the  acquisition 
by  the  American  Telephone  and  Telegraph  Company  of  the  West- 
em  Union  Company  stock?  A.  Why,  I  don't  know  what  benefit 
would  come  from  the  acquisition  of  the  stock,  but  I  am  very 
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certain  that  the  two  companies  working  together  as  auxiliaries 
to  each  other  can,  if  properly  managed,  result  in  great  benefits  to 
the  public. 

Q.  In  what  way?  A.  Why,  in  the  first  place  a  telephone  and 
a  telegraph  business  are  entirely  distinct  businesses,  absolutely. 
For  a  telegraph  company  to  go  into  the  telephone  business,  they 
would  have  to  have  as  complete  and  independent  a  separate  organ- 
ization as  the  telegraph  company  itself  has  for  the  telephone  busi- 
ness, because  the  operating,  the  methods  of  doing  business,  every- 
thing, is  different.  If  the  telephone  company  would  go  into  the 
t-elegraph  business,  they  would  have  to  have  just  as  complete  a 
telegraph  organization  as  any  telegraph  company.  There  is  noth- 
ing in  the  telephone  business  that  could  be  used  for  telegraph  busi- 
ness except  the  wires.  "Now,  it  so  happens  that  75  per  cent,  of 
the  telephone  trunk  lines  and,  I  suppose,  over  50  per  cent,  of  the 
telegraph  wires,  can  be  used  for  both  purposes  simultaneously. 
The  only  two  points  where  the  telegraph  and  telephone  come 
together  are  in  the  construction  of  the  poles  of  the  lines.  The 
moment  the  lines  are  strung  the  differences  commence.  A  tele- 
graph circuit  is  a  grounded  circuit  rimning  over  the  poles  direct 
from  one  point  to  the  other.  A  telephone  circuit  consists  of  two 
wires,  and  those  two  wires  have  to  be  transposed  at  frequent  inter- 
vals, in  order  to  prevent  induction.  You  could  telegraph  from  a 
telephone  circuit,  but  you  could  not  telephone  from  a  telegraph 
circuit,  except  by  introducing  the  same  combination.  You  can 
take  two  telegraph  wires  and  make  a  telephone  circuit  of  it.  You 
can  take  one  telephone  circuit  and  make  four  telegraph  circuits, 
you  see,  by  duplexing  or  quadruplexing.  Two  wires  are  neces- 
sary for  the  telephone  circuit,  and  so  the  utilization  of  these,  as 
I  say,  unutilized  facilities  is  a  very  important  thing,  because 
of  the  capitalization  and  all  that  sort  of  thing  necessary  for  the 
duplication  of  the  plant  would  be  saved.  But  that,  in  my  opinion, 
is  the  smallest  advantage.  The  trouble  about  telegraphing  is  the 
delay  in  getting  the  message  to  the  telegraph  ofiice  and  getting  it 
away  from  the  telegraph  office  to  the  subscribers.  Xow,  I  be- 
lieve, by  the  use  of  the  telephone,  and  certain  appliances  and  that 
sort  of  thing  that  we  can  put  every  subscriber  almost  —  cer- 
tainly every  subscriber  who  has  any  business  to  warrant  it,  in 
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direct  connection  with  the  telegraph  office,  so  that  there  is  abso- 
lutely no  time  lost  at  all,  if  you  want  to  send  a  message  or  say 
something  that  does  not  particularly  require  you  to  be  present, 
instead  of  taking  your  time,  and  you  are  waiting  around  to  get 
the  return  and  all  that  sort  of  thing,  you  simply  tell  your  secre- 
tary or  clerk  to  send  a  message  so  and  so.  Now,  if  that  can  be 
dropped  right  into  the  telegraph  office,  and  telegraphed  and 
dropped  right  into  the  station,  you  have  instantaneous  service 
almost.  Now,  I  believe  that  that  can  be  done  to  a  very  great 
extent.  It  has  always  been  my  idea  since  we  started,  and  that 
is  the  reason  why,  in  building  up  our  telephone  system,  we  try 
to  get  a  national  system  inter-dependent,  of  more  or  less  control, 
so  that,  some  day  or  other,  we  could  adopt  a  standard  form  in 
connection  with  telegraphing.  To  a  certain  extent  we  do  it  to- 
day. A  good  many  people  telegraph  their  messages  and  have 
their  messages  telephoned  to  them,  but  there  is  no  responsibility, 
and  different  interests,  and  everything  of  that  kind,  and  it  is  not 
satisfactory. 

Bv  Vice-Chairman  Mekkitt: 

Q.  They  have  to  have  it  repeated  ?    A.  Yes. 

By  Mr.  Page: 

Q.  Is  it  your  idea  that  the  telegraph  company  will  compel 
people  to  receive  messages  over  the  telephone,  that  is,  to  become 
subscribers  to  the  telephone  company?  A.  I  say  they  can't  com- 
pel them  to. 

Q.  Or  else  be  charged  for  the  delivery  of  their  messages?  A. 
I  say  the  telephone  —  as  far  as  that  is  concerned,  nearly  every- 
body that  receives  messages  are  subscribers  to  the  telephone. 

Q.  In  the  case  of  a  person  w^ho  is  not  a  subscriber,  would. you 
say  to  him  you  must  pay  for  delivering  the  telegraph  message 
to  him  or  else  put  in  a  telephone  ?  A.  I  am  not  in  the  telegraph 
business  so  that  I  couldn't  tell  you. 

Q.  There  are  some  recent  indications  that  you  are?  A.  Well, 
I  am  a  beginner. 

Q.  You  were  elected  a  >(lirector  of  the  Western  Union  Tele- 
graph  Company  yesterday,  I   believe?     A.  Yes,   but   I   should 
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say  the  same  rules  apply  there,  Mr.  Page,  that  apply  now,  that^ 
withiu  reasonable  distance,  delivery  would  be  made  free  and  of 
course  beyond  certain  distances,  naturally  they  would  be  charged 
for. 

Q.  That  is,  you  have  no  idea  at  present  of  charging  people  for 
the  delivery  of  telegraph  messages  where  they  are  now  delivered 
free?     A.  Certainly  not.     On  the  contrary  — 

Q.  Were  you  ever  connected  with  any  telegraph  company  a» 
an  officer,  prior  to  yesterday  ?  A.  Well,  all  of  our  telephone  com- 
panies have  the  telegraph  — : 

Q.  I  am  speaking  now  purely  of  a  telegraph  business?  A. 
No,  never. 

Q.  Mr.  Vail,  was  it  your  intention  to  be  in  New  York  to- 
morrow?   A.  I  shall  be  here  until  4  o'clock. 

Q.  Do  you  care  to  come  before  the  Committee  to-morrow,  or 
had  you  rather  wait  until  a  later  day?  A.  Why,  if  you  wish 
me  to,  I  will  come.  I  would  like  to  make  the  session  short,  as  I 
have  got  a  tremendous  amount  of  accumulated  stuff. 

Q.  Suppose  it  goes  over  until  some  later  day.  Then  you  — ' 
A.  If  agreeable  to  the  Committee,  but  I  will  suit  their  con- 
venience in  that  respect. 

Q.  I  think  that  would  be  just  as  convenient,  as  we  have  some- 
thing else  that  we  can  do  to-morrow,  and  I  think  it  would  be 
equally  convenient  for  you  to  come  at  a  later  day.  A.  I  shall 
be  back  here  by  next  Wednesday  and  then  I  am  going  away  just 
before  Christmas  to  be  gone  until  after  the  holidays  are  over. 

Q.  That  is,  some  time  between  the  1st  and  10th  of  January 
you  will  be  back  here?  A.  Yes,  any  time  that  you  wish,  I  will 
make  it  my  business  to  be  here. 

Q.  I  think  probably  along  about  that  time  would  be  the  most 
convenient,  but  if  we  should  want  to  call  you  on  Wednesday  of 
next  week,  you  will  be  in  Xew  York ?  A.  I  will  be  in  New  York; 
yes,  sir. 

Mr.  Page:  I  think  that  is  all  for  the  present. 

Chairman  Davis:  The  Committee  will  take  a  recess  imtil 
to-morrow  morning  at  11  o'clock. 

Adjourned  to  December  10,  1909,  at  11  o'clock,  in  the  Alder- 
manic  Chamber. 
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Hon.  Edwin  A.  Merritt,  Jr.,  V ice-Chairman. 

Hon.  John  Kissel. 

Hon.  James  J.  Frawley. 

Hon.  John  R  Yale. 

Hon.  J.  Henry  Walters. 

Hon.  Artemus  Ward,  Jr. 


E.  J.  Page,  Esq., 
Odell  R.  Blair,  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


^  Counsel, 


Chairman  Davis:  The  Coraniittee  will  be  in  order. 

Mr.  Page:  Mr.  Chairman,  I  understand  that  Senator  D.  F. 
Davis  is  present,  and  wishes  to  make  a  complaint  in  regard  to 
telephone  service. 

Chairman  Davis:  Senator,  we  will  hear  you. 

Senator  D.  F.  Davis  :  Mr.  Chairman  and  gentlemen  of  the  Com- 
mittee :  I  appear  somewhat  reluctantly  before  you  for  the  reason 
that,  from  my  experience,  I  know  how  tiresome  these  meetings  are 
and  how  little  is  gained  from  them  beyond  the  general  under- 
standing which  you,  as  members  of  the  Legislature,  have.  In  the 
matter  of  coming  here,  I  have  felt  that  as  a  business  man  of  the 
community  of  Xew  York  city,  as  a  man  who  has  known  something 
of  the  public  feeling,  and  from  experience  which  I,  myself,  have 
had,  there  is  due  from  me  something  along  the  lines  of  a  public 
.appearance  and  public  utterance  which  shall  add  my  voice  to  those 
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which  have  already  been  raised  against  telephonic  conditions  as 
we  have  them  in  the  State.  I  apprehend  that  very  little  that  I 
say  will  be  new  to  you. 

Chairman  Davis:  Your  home  is  in  Brooklyn,  Senator? 

Senator  Davis:  Brooklyn.  The  yiatter  of  telephonic  regula- 
tion has  been  before  the  Legislature  for  years.  As  long  as  eight 
years  ago,  in  my  time,  we  had  it,  and  we  had  it  previous  to  that* 
Possibly  something  in  the  matter  of  learning  in  regard  to  the  recent 
deals  in  telephone  matters,  there  may  be  something  that  is  new  to 
you,  and  certainly  there  has  been  evidence  given  here,  which  may 
be  new  to  me.  However,  in  connection  with  the  more  recent  de- 
velopments in  telephonic  matters  along  the  lines  of  the  testimony 
given  yesterday  by  Mr.  Vail,  I  shall  have  nothing  to  say.  I  do 
desire  to  review  conditions  and  to  point  out  some  things  which, 
from  our  experience  here  in  New  York  city,  are  worthy  of  your 
full  and  earnest  consideration.  In  regard  to  telephonic  investi- 
gations, I  might  say  that  we  have  had  them  as  far  back  as  the  late 
seventies.  In  1887,  I  think  it  was,  the  Ainsworth  committee  sat 
to  investigate  telephonic  conditions  in  Xew  York  State  and  more 
particularly  in  Xew  York  city.  The  committee  came  into  exist- 
ence at  a  time  when  telephones  were  comparatively  a  new  thing  and 
the  companies  were  then  only  in  a  mere  infancy  and  conditions 
were  merely  nominal  to  what  they  are  now.  The  report  of  that 
committee  was  never  made  public.  There  were  eight  copies  of  the 
findings  of  that  committee  that  came  into  existence  in  typewritten 
form.  I  had  one  of  those  copies.  I  had  hoped  to  find  it  and 
present  it  to  the  attention  of  the  Committee  and  lend  it  to  the 
Committee,  with  the  feeling  that  something  of  this  great  industry 
which  was  then  an  infant,  and  which  is  still  considered  an  infant 
and  will  still  be  considered  an  infant  as  long  as  legislative  action 
of  some  sort  is  not  had  along  somewhat  radical  lines,  in  order  that 
the  very  beginning,  the  foundation  facts  of  the  telephonic  industry, 
as  ascertained  by  the  Ainsworth  committee  as  far  back  as  1878, 
might  be  given  to  you.  Up  to  this  time,  I  have  been  unable  to 
find  this  copy ;  but  I  have  it  in  the  house,  and  if  I  can  find  it,  I 
shall  be  pleased  to  give  it  into  the  possession  of  the  Committee. 
Later,  at  various  times,  there  have  been  attempts  to  get  legislation 
along  the  lines  of  regulating  and  reducing  the  tolls  collected  by  the 
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telephone  companies.  From  my  investigations,  from  my  knowl- 
edge and  observations,  there  is  no  section  of  the  State  where  con- 
ditions are  as  they  are  in  Xew  York  city,  nor  ever  have  been.  In 
its  confines  of  365  miles,  we  have  very  nearly  half  the  entire 
population  of  the  State.  We  have  had  the  telephone  companies 
in  existence  up  to  very  recently  in  a  manner  calculated  to  operate 
against  the  best  interests  of  the  masses,  against  their  welfare  at 
least,  and  now,  with  the  change  whereby  local  telephones,  in  name 
at  least,  have  been  eradicated,  it  does  seem  as  though  the  companies 
have  begun  to  realize  that  public  sentiment  demanded  and  was 
going  to  insist  upon  changes  being  made  and  they  are  getting  ready 
to  give  to  New  York  city  —  this  great  community  —  what  has  so 
long  been  desired  in  the  way  of  service  at  nominal  rates,  and 
that  is  a  condition  devoutly  to  be  wished.  To  you,  gentlemen 
of  the  Legislature,  it  is  needless  for  me  to  say  that  there  must  be  a 
realization  in  your  minds  that  the  telephonic  corporations  and 
that  many  other  corporations  in  the  State  are  going  to  take  the 
limit  of  everything  they  can  get  as  long  as  they  can  get  it.  I  hold 
no  brief  for  the  Public  Service  Commission  in  this  matter  —  the 
present  Public  Service  Commission.  And  speaking  in  reference 
to  commissions  of  this  kind,  and  without  special  reference  to  our 
Public  Service  Commission  of  this  district,  I  desire  to  sav  that  it 
is  not  my  feeling  that  those  commissions  reach  the  results  that 
are  desired  in  every  instance,  nor  in  a  majority  of  instances.  From 
my  observation,  and  I  regret  to  say  it,  it  does  appear  that  upon 
such  commissions,  there  have  been  appointed  men  of  wealth, 
men  who  have  not  that  sympathetic  feeling  toward  the  great  middle 
classes,  nor  the  understanding  of  the  desires  of  the  great  middle 
class  of  which  I  am  a  member,  and  they  come  into  office  with  a 
considerable  blare  of  trumpets,  settle  down  at  their  ease  and  do  not 
act  and  get  the  results  which  are  hoped  for  upon  their  inception. 
Speaking  more  particularly  of  the  present  Public  Service  Commis- 
sion of  this  district,  I  feel  that  the  Public  Service  Commission  at 
this  time  has  sufficient  upon  its  hands  to  employ  its  best  mind, 
and  if  they  will  but  give  attention  to  those  things  which  are  now 
placed  in  their  hands  through  the  law,  and  give  us  some  greater 
results  than  they  have  yet  given  us,  we  shall  be  very  content,  and 
will  be,  as  a  community,  more  settled  in  the  opinion  that  the 
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establishment  of  that  Public  Service  Commission  was  a  good  thing 
for  this  community.  Of  course,  I  realize  that  they  have  large  ques- 
tions to  handle.  I  do  not  expect  unreasonable  things.  The  ma- 
jority of  people  are  content  to  wait ;  but  we  do  feel  that  upon  many 
questions  of  improvements  that  have  been  presented  to  the  Public 
Service  Commission  now  existing  something  about  two  years,  we 
should  by  this  time  begin  to  have  some  greater  results  than  have 
yet  obtained.  I  feel  that  in  regard  to  the  telephonic  and  tele- 
graphic matters,  that  if  it  is  finally  considered  wise  or  advisable  by 
the  Legislature  to  place  it  in  the  hands  of  a  Public  Service  Com- 
mission, that  there  should  be  a  Public  Service  Commission  —  an- 
other Public  Service  Commission  appointed  for  this  especial  pur- 
pose, and  then  I  feel  that  that  Public  Service  Commission  will  have 
quite  enough  to  do.  It  will  give  us  two  to  watch  over,  two  to  look 
to  for  relief,  and  we  will  stand  a  much  better  chance  of  getting 
relief  in  each  direction  with  the  two  considering  the  two  separate 
questions  than  to  have  the  present  Public  Service  Commission  over- 
loaded and  be  confronted  with  the  fact  that  they  have  so  much  on 
their  shoulders  that  they  can't  attend  to  this  complaint  or  the  other 
complaint.  We  want  no  chance  for  excuse.  We  want  a  condition 
whereby  proper  consideration  will  be  given  and  a  place  to  go 
where  we  know  that  complaints  will  be  looked  after  within  a 
reasonable  length  of  time.  The  Ainsworth  committee  report,  as 
I  remember  it  —  I  was  much  more  familiar  with  it  at  the  time 
I  was  in  the  Legislature  than  at  the  present  time;  but,  as  I  re- 
member it,  the  Ainsworth  committee's  report  showed  this  condi- 
tion :  That  a  parent  company  had  farmed  out  in  the  United  States, 
more  particularly  in  the  eastern  part  of  the  United  States,  the 
district  to  various  subsidiary  companies.  The  original  invest- 
ment, as  I  remember  it,  was  something  like  $40,000.  The  various 
districts  were  given  into  the  hands  of  those  companies,  the  parent 
company  taking  a  large  share  of  the  stock,  and  I  was  almost  going 
to  say,  a  controlling  i)art  of  the  stock,  a  majority  of  the  stock,  and 
then  thojse  eonipaiiies  went  into  operation  and  were  furnished  their 
instruments  and  other  things  by  the  parent  company,  and  prac- 
tically all  that  was  had  in  the  way  of  capital  was  the  franchise 
and  such  accoutrements  as  came  in  under  their  agreement  with 
the  parent  company.     Starting  with  such  a  small  capital,  the  tele- 
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phone  companies  have  grown  until  they  have  become  enormous, 
and  the  original  condition  established  has  given  to  each  subsidiary 
company  the  absolute  monopoly  of  its  district.    At  various  times, 
there  have  been  attempts  to  overcome  this  monopoly  by  the  secur- 
ing of  a  franchise  by  other  companies ;  but  as  you  all  know,  some 
of  those  have  been  made  with  only  the  desire  to  be  bought  off  by 
the  already  existent  companies  and  as  yet  we  in  Xew  York  city 
have  not  been  able  to  succeed  or  have  come  into  possession  of  a 
rival  company  to  the  company  already  established  here.    In  1897, 
with  the  coming  of  consolidation,  there  was  the  birth  of  attachment 
between  the  various  parts  of  the  city  of  Xew  York  which  had  not 
theretofore  existed.     The  various  localities  had  to  come  in  more 
frequent  conversation  and  relation  with  one  another,  and  we  found 
at  that  time  existing  as  between,  I  will  say,  the  two  boroughs  of 
Manhattan  and  Brooklyn,  this  condition:     The  Xew  York  and 
New  Jersey  Telephone  in  Brooklyn  and  out  on  Long  Island  and 
somewhere  else,  and  the  New  York  Telephone  Company  operating 
in  New  York  city.     Those  two  companies  were  conducted  as  sep- 
arately and  distinctly  as  if  they  were  in  the  eastern  and  western 
parts  of  the  United  States.    Whenever  a  person  went  into  contract 
with  one  company,  it  had  no  bearing  on  the  other  company.    And 
any  service  —  I  am  speaking  of  the  original   conditions  —  any 
service  rendered  by  the  outside  company  became  an  outside  charge 
upon  the  subscriber  precisely  as  if  he  had  no  contract  with  any 
telephone  company.    That  was  a  condition  which  existed  for  years. 
In  more  recent  years,  there  has  been  a  condition  whereby  the  two 
corporations  have  been  brought  to  the  consideration  of  the  lower- 
ing of  a  toll  not  to  the  subscribers  alone,  but  to  the  public  gener- 
ally; and  there  has  been  some  reduction.     The  franchises  which 
those  companies  became  possessed  of,  whether  originally  designed 
or  not,  have  amounted  to  virtual  monopolies.     The  people  at  var- 
ious times  have  demanded  legislation,  which  legislation  has  never 
been  obtained,  and  we  gentlemen  who  have  at  one  time  or  another 
been  in  the  Legislature  know  some  of  the  reasons  for  not  having 
the  legislation  desired.    I,  myself,  in  1898,  introduced  a  bill  in  the 
Assembly  at  that  time,  looking  to  the  reduction  of  telephonic  tolls 
in  the  city  of  New  York.    I  was  unsuccessful,  as  I  expected  to  be 
at  the  outset;  but  nevertheless  fought  hard  to  secure  what  I,  as 
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far  back  as  that  time,  realized  was  needed  and  just.  The  telephone 
companies,  like  many  other  corporations,  practice  all  the  arbitrary 
ways  that  corporations  are  inclined  to  practice,  and  they  will 
practice  them  just  as  long  as  they  feel  it  safe  to  do  so.  There  will, 
however,  come  a  time,  and  there  must  come  a  time,  when  they 
will  realize  that  the  study  of  the  best  interests  of  the  commimity, 
of  their  treatment  of  the  individual,  of  their  consideration  of  public 
sentiment,  will  make  it  inadvisable  and  make  it  to  their  best  inter- 
ests to  do  other  than  they  have  been  doing.  I  am  not  so  sure 
but  that  they  are  already  at  the  point  of  understanding  that  matter. 
In  the  matter  of  corporations,  we  know  that  they  all  talk  at  a  time 
when  anything  in  the  way  of  legislation  is  being  considered,  of  their 
vested  rights,  of  their  desire  to  do  as  the  public  desires  them  to 
do,  and  they  talk  that  with  all  the  meekness  proper  to  the  moment. 
It  has  impressed  me  as  somewhat  analagous  to  the  old  phrase, 
"  when  the  devil  was  sick,  the  devil  a  saint  would  be ;  when  the 
devil  was  well,  the  devil  a  saint  was  he."  When  I  was  in  the  Leg- 
islature, I  found  that  the  telephone  companies  considered  my  posi- 
tion —  I  don't  know  why ;  but  I  must  confess  that  I  got  very  differ- 
ent treatment  as  a  member  of  the  Legislature  from  what  I  got  as  a 
private  citizen,  and  I  venture  to  say  that  you  gentlemen,  when 
you  lay  off  your  legislative  cloaks  and  retire  to  private  life,  will 
find  a  similar  condition  existing,  especially  if  you  live  in  Xew  York 
city.  Coming  from  the  country  originally,  myself,  I  have  never 
just  considered  myself  a  New  York  city  man,  and  I  have  noted  and 
been  able  to  see  and  understand  and  fully  comprehend  the  differ- 
ence between  treatment  of  a  citizen  of  the  rural  district  and  the 
citizen  of  the  metropolis  by  corporations.  I  mean  to  say  this: 
That  the  corporations  give  a  great  deal  more  consideration  to  the 
man  from  the  rural  district  and  to  the  community  of  the  rural 
district,  than  they  do  in  the  metropolitan  district.  Here  we  drive 
all  business  with  the  attention  necessary,  in  order  to  succeed  and 
get  ahead,  and  there  is  the  inclination  to  place  business  before 
everything  else,  and  the  consequence  is  that  actions  along  public 
lines  or  action  for  public  good  is  not  given  that  attention  which 
it  should  be  given.  I  want  to  say  that  the  condition  comes  from 
what  I  consider  an  improper  regard  for  citizenship.  It  does  seem 
to  me  that  citizens  should  be  willing  to  lay  aside  business  in  order 
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to  voice  sentiments  against  crying  evils  and  injustice  at  all  times 
and  in  all  communities.  The  man  from  the  rural  district  does 
that,  and  he  gets  thorough  consideration,  and  the  corporations  move 
far  differently  and  consider  him  far  differently  from  what  they  do 
thos^*  great  congested  communiti(s.  I  f<el,  and  it  has  been  told 
\ou  before,  I  know,  many  times,  that,  in  this  great  community  of 
Xew  York  city,  tbere  should  be  established  a  condition  whereby  any 
subscriber  to  a  telephone  would  be  able  to  obtain  a  service  through- 
out the  entire  city  of  Xew  York,  at  a  stated  cost,  whether  it  be 
near  or  far.  I  feel  that  to  subscribers  the  tollage  for  such  service 
should  be  fixed  at  a  fair  figure,  with  the  right  to  the  company  to 
charge  their  own  subscribers  an  added  rate  —  that  along  lines  of 
justice  to  the  company.  I  believe  that  this  matter  should  be  taken 
up  by  the  Legislature,  or  by  a  body  to  be  created  by  the  Legis- 
lature, if  that  is  deemed  the  wiser  way,  with  something  of  radi- 
cal intent  to  take  the  bull  by  the  horns  and  correct  matters  to  that 
end  promptly,  and  I  do  not  believe  other  than  that,  if  the  Legis- 
lature were  to  take  such  action,  it  would  be  said  in  the  inner  circles 
of  the  corporations,  that  it  was  no  more  than  they  expected.  It  must 
come  eventually;  it  will  come  eventually.  It  can't  come  too  soon 
because  we  have  existed  under  the  present  conditions  altogether 
too  long  at  the  present  time.  Moreover,  I  feel  that  a  condition 
should  be  brought  about  whereby  the  present  arbitrary  actions  of 
the  company  along  certain  lines  in  the  conduct  of  their  business 
should  be  made  impossible.  I  am  now  venturing  upon  a  ground 
which  many  men,  or  some  men  would  be  somewhat  thin-skinned 
about  approaching.  It  is  the  manner  of  the  company  —  it  ha^ 
special  reference  to  the  manner  in  which  the  company  proceeds 
to  collect  its  money  from  subscribers.  The  conditions  are  these: 
When  a  man  applies  for  telephonic  service,  he  goes  into  the  hands 
of  a  contract  department,  and  a  contract  is  presented  to  him  whichy 
first  of  all,  provides  for  payment  in  advance.  We  all  know  that 
it  is  a  good  and  well-established  principle  of  law  that  no  man  is 
obliged  to  pay  an  obligation  for  services  as  yet  unperformed,  and 
yet  this  condition  is  placed  in  the  contract,  and  people  who  do 
not  understand  the  situation,  proceed  to  throw  in  their  money  in 
advance  and  it  can  be  easily  understood,  many  thousands  and 
hundreds  of  thousands  of  dollars  are  put  into  the  telephone  coffers 


4S4  [Senate 

which  they  have  the  use  of  for  thirty  days  before  they  have  per- 
formed the  service  for  which  the  money  has  been  given.  I  venture 
to  say  that  the  telephone  companies,  none  of  them,  would  want  to 
meet  any  subscriber  in  a  court  of  justice  in  an  attempt  to  collect 
that  bill,  although  it  is  part  of  the  contract,  and  it  is  made  arbi- 
trarily a  part  of  the  contract.  The  subscriber  has  no  voice  in  the 
matter,  is  not  asked  about  the  matter;  the  printed  contract  comes 
with  the  condition,  and  it  is  placed  before  the  subscriber  for  his 
signature,  and  he  signs.  No  person  who  understands  himself, 
understands  the  legal  aspects  of  the  case,  would  worry  much  about 
rushing  to  the  telephone  company  on  the  first  of  the  month,  or 
the  day  before  the  first  of  the  month  to  pay  that  fee;  but  there 
is  a  vast  percentage  who  believe  that  that  is  a  process  necessary 
to  retaining  their  telephone  in  their  house.  That  condition  should 
be  made  impossible.  Moreover,  there  is  another  arbitrary  manner 
which  they  pursue  as  to  collecting  their  bills.  When  a  bill  is  past 
due  —  now  I  will  the  more  clearly  demonstrate  what  I  mean  by 
drawing  an  example.  Say,  for  instance,  the  bill  for  November  had 
been  presented  on  the  1st  of  November  for  payment  in  advance. 
Along  about  the  20th  to  the  25th  of  the  month  the  subscriber 
receives  a  notice  that  there  is  due  so  much  to  the  telephone  com- 
pany, then  in  a  line  below,  **  Payment  requested  before 
the  29th  or  30th  of  the  month,"  that  is,  by  the  time 
the  service  shall  have  been  performed.  That  is  entirely 
proper.  No  one  will  find  any  fault  with  that.  But  now 
the  man  of  the  house,  as  has  been  my  own  experience  —  the 
man  of  the  house  is  away  from  the  city  and  that  comes  in  his 
absence,  and  he  does  not  come  back  until  the  7th,  8th,  9th  or  10th. 
He  attends  to  telephonic  matters  and  this  has  not  reached  his  atten- 
tion, and  even  if  it  had  reached  his  attention,  he,  if  he  is  a  business 
man,  knows  that  there  is  a  reasonable  time  in  which  to  wait  for  his 
-money,  and  that  it  is  not  more  than  proper  that  the  telephone  com- 
pany, as  an  individual,  should  be  treated  just  exactly  as  the  natural 
individual ;  he  feels  that  if  that  drifts  along  for  four  or  five  days, 
or  two  weeks,  for  that  matter,  until  he  can  attend  to  it,  there  is  no- 
l)ody  going  to  be  injured.  Nevertheless,  the  telephone  bell  rings  in 
his  absence  and  his  wife  is  brought  to  the  telephone,  and  this  is  the 
conversation  that  takes  place:    ''  Going  to  cut  off  your  telephone.'* 
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"  Why  ?"  "  Well,  there  is  a  little  bill  due  of  $3."  "  W^ell,  don't 
do  that.  It  will  have  attentioD.  Mr.  So  and  So  isn't  at  home ;  he  is 
out  of  the  city,  and  he  will  attend  to  it  just  as  quickly  as  he  gets 
home."  "  Well,  how  soon  is  he  going  to  be  home  ?"  All  of  that 
pointed  conversation  and  that  spirit  of  arbitrariness  and  that  spirit 
that  they  have  the  whip  hand  of  the  matter  and  are  going  to  get 
theirs  anyway,  enters  into  it,  and  the  result  is  that  the  woman  of 
the  house,  who  knows  nothing  about  those  things,  she  is  flurried  and 
probably  rushes  down  to  the  telephone  company  fearing  that  her 
telephone  is  going  to  be  taken  out.  I  said  at  the  outset  of  my  re- 
marks, that  I-was  reluctant  to  appear  before  this  Committee,  for  the 
reason  that  I  knew  the  Committee  understands  telephonic  condi- 
tions thoroughly.  I  have  been  reluctant  for  another  reason.  As 
long  as  ten,  fifteen  or  more  years  ago,  I  felt  that  it  was  due  from 
me  as  a  citizen  to  raise  my  voice  in  protest  against  the  telephone 
companies,  and  yet  I  have  procrastinated  and  procrastinated  over 
the  lines  of  having  other  matters  which  needed  my  attention,  and 
this  reluctance,  too,  has  come  from  this  condition.  The  companies 
have  at  all  times  a  specious  argument  to  advance  over  the  lines  that 
whatever  has  been  done  has  been  done  by  a  subordinate,  and  that  if 
complaint  were  made  to  the  proper  individual,  such  conditions 
would  not  arise  again.  Nevertheless,  when  you  get  at  the  company 
through  their  officers,  you  find  that  they  are  proceeding  along  strict 
rules  —  the  very  arbitrary  rules  of  which  we  complain ;  therefore 
the  companies  at  the  outset  should  not  establish,  as  I  view  it,  those 
arbitrary  rules,  or  if  they  have  established  them,  they  should  have 
no  opportunity  or  require  or  expect  no  citizen  to  go  to  a  head  of  de- 
partment to  make  his  complaint.  Another  arbitrary  manner  which 
they  have  here  in  the  city,  and  I  don't  know  but  what  elsewhere,  is 
to  run  their  telephone  lines  across  one's  property,  attaching  it  to  his 
property  without  so  much  as  asking  leave  or  license.  I  had  a  con- 
dition arise  way  back  in  —  it  must  have  been  as  long  as  1901  or 
'02,  whereby,  on  a  Christmas  eve,  in  my  office,  I  was  notified  that 
my  telephone  was  going  to  be  cut  off.  I  owed  the  sum  of  $7.  Xow, 
I  speak  of  those  matters  frankly  —  the  money  end  of  matters,  be- 
cause I  have  the  reputation  of  paying  my  bills  in  this  community, 
and  I  am  entirely  able' to  pay  my  bills.  This  message  came,  and  I 
proceeded  to  get  one  of  the  head  men  of  the  telephone  company  in 
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the  treasurer's  department,  and  he  was  quite  as  arbitrary,  although 
a  personal  acquaintance  of  mine,  as  had  been  the  individual  who 
had  given  me  the  notice.    I  said  to  him,  ''  If  that  is  your  rule,  you 
disconnect  my  telephone ;  but  I  give  you  notice  now  to  remove  every 
wire  from  my  property  in  every  part  of  the  city  where  it  is  at- 
tached, and  not  to  run  any  wire  across  any  piece  of  property  that  I 
have."    At  that  time  I  made  an  investigation,  and  I  found  that  in 
eight  instances,  on  eight  pieces  of  property  which  1  own,  telephone 
lines  were  attached  to  my  property  without  my  consent  or  without 
my  knowledge.    I  simply  recite  these  facts  in  order  to  show  you  the 
arbitrary  way  in  which  they  go  about  things,  but  that  the  subscriber 
must  come  up  to  the  scratch  absolutely  and  that  they  are  not  mealy- 
mouthed  in  the  manner  in  which  they  proceed  to  get  theirs.    Now, 
gentlemen,  those  conditions  are  wrong.    Those  companies  have  come 
to  possess  a  franchise  in  this  great  community  which  is  a  virtual 
monopoly.    They  will  talk  about  the  perfect  service  that  they  render 
the  public ;  they  will  talk  about  the  great  investment  that  they  have 
and  have  to  make  by  running  lines  and  putting  in  instruments,  and 
all  of  that,  and  they  will  place  that  before  you  as  a  reason  for  their 
arbitrary  action  in  collecting  their  bills  at  least,  and  they  forget  that 
originally,  way  back  of  that,  they  have  received  from  the  people 
the  right  to  do  business,  the  very  basis  of  their  existence,  which  has 
a  value  that  they  very  gladly  present  to  anyone  attempting  to  take 
any  part  of  their  franchise  away  from  them.    They  value  it  at  all 
times  when  there  is  an  inclination  to  limit  them  or  to  take  some- 
thing away  from  them.     Their  vested  rights  are  everything,  and 
yet   in   the  consideration   of   the   community,   the   individual   is 
treated  as  though  he  were  imdcr  obligations  that  never  could  be 
fulfilled,  to  the  telephone  company,  for  the  reason  that  they  put  an 
instrument  in  his  house  and  run  a  wire  to  it.    It  is  absurd.     The 
fact  is  that  either  the  telephone  companies  should  be  limited  at 
various   intervals   as   regards   their   service   and   that   conditions 
should   be   established   whereby   the   citizens'   rights   are   clearly 
established,  or  else  there  ought  to  be  the  widest  open  door  for 
business  competition  to  come  in  against  them.     That  opportunity 
does  not  exist  in  Xew  York  city.    AVhile  it  is  privileged  under  the 
law,  ob.^tacles  are  rai.^ed,  and  the  telephone  company  steps  in  and 
uses  the  argnniont  that  if  you  take  a  telephone  from  this  com- 
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pany,  you  have  two  telephones  to  pay  for  instead  of  one  —  you  will 
want  connections  on  our  lines,  if  you  want  them  there,  you  can't 
get  them  through  those  other  people,  what  is  the  use  of  helping  to 
build  up  a  telephone  company  that  forces  you  to  pay  two  telephone 
bills,  when  we  will  give  you  all  you  want.  This  is  the  argument 
that  is  used.  It  has  been  used  with  me;  it  has  been  used  with 
others.  Ifow,  gentlemen,  in  the  consideration  of  this  matter,  I  do 
want  to  add  myself  to  those  who  have  protested  against  the  con- 
ditions which  obtain  here,  whereby  we  are  forced  to  pay  two  tolls 
in  talking  with  our  sister  boroughs  or  in  our  sister  boroughs.  I 
have  said,  I  believe,  that  the  entire  city  of  New  York  should  be 
made  a  field  for  one  charge,  whether  it  be  near  or  far,  and  the  fact 
that  the  telephone  company  has  so  many  stations  to  maintain,  and 
so  many  instruments  to  care  for,  is  all  the  more  argument  why 
they  should  do  business  upon  the  least  possible  cost.  We  know, 
all  of  us  know,  that  in  every  line  of  business,  the  larger  business 
you  do,  the  cheaper  you  can  do  it  per  unit,  and  it  obtains  the  same 
in  regard  to  the  telephone  companies  as  it  does  in  other  businesses. 
From  my  investigations,  it  is  not  a  fact  that  it  costs  more  in  New 
York  city  to  operate  a  telephone  in  the  house  of  a  subscriber  than 
it  does  in  other  sections  more  sparsely  inhabited.  I  also  want  to 
add  my  voice,  or  give  my  voice,  in  favor  of  a  condition  doing 
away  with  the  arbitrary  conduct  of  the  telephone  companies  in  the 
collection  of  their  bills  and  in  other  matters  that  I  have  spoken  of. 
The  whole  fact  of  the  matter  is  here.  If  we  can  have  a  commis- 
sion chosen  from  the  proper  classes  of  our  citizenship,  men  who  are 
in  touch  with  the  desires  of  the  middle  classes  and  get  action  from 
lines  of  practical  men  who  are  in  that  class,  we  will  then  have  a 
solution  to  the  whole  matter  along  the  lines  of  what  will  be  satis- 
factory to  all ;  because  I  believe  that  the  average  sentiment  of  the 
middle  classes  is  the  average  sentiment  that  must  satisfy  both  ex- 
tremes of  our  population.  I  am  grateful  to  you  for  your  courtesy 
and  am  pleased  to  have  presented  the  facts  which  I  have. 

Chairman  Davis:  Senator,  I  assure  you  your  remarks  will  be 
very  helpful  to  us,  and  we  are  indebted  to  you  for  your  appear- 
ance. Mr.  Davis,  what  is  your  idea  in  regard  to  the  formation 
of  the  new  commission?  Would  you  suggest  their  appointment 
by  the  Governor  in  the  same  manner  as  the  present  commission,  or 
an  elective  commission? 
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Mr.  Davis:  Mr.  Chairman,  I  believe  you  want  a  practical 
answer  to  that. 

Chairman  Davis:     Well,  as  short  as  possible. 

Mr.  Davis  :  As  a  man  with  the  experience  that  I  have  had,  I 
would  be  inclined  to  say  an  elective  commission  —  and  an  elective 
commission,  if  I  may  enlarge  just  briefly  on  the  matter.  If  three, 
then  one  to  retire  every  two  years,  giving  the  people  a  chance  to  get 
at  a  commission  at  least  once  in  two  years  so  that  if  they  didn't 
get  what  they  demanded,  they  could  change  the  complexion  of  the 
commission  ^within,  at  the  outside,  four  years. 

Mr.  Page:  Do  you  mean  that  the  people  should  get  at  every 
oflSceholder  at  least  every  two  years? 

Mr.  Davis:  It  is  a  pretty  good  principle;  it  has  proven  a 
pretty  good  thing  in  Congressional  matters.   . 

Mr.  Page  :    To  say  nothing  of  the  State  Senate. 

Mr.  Davis:  Yes,  the  State  Senate,  quite  the  same  way.  I 
regret  that  I  didn't  have  an  opportunity  of  going  to  the  people  the 
second  time.    I  probably  would,  had  I  felt  the  sacrifice  justified. 

Commissioner  Ward:  Senator,  do  you  believe  that  in  the  ap- 
pointment or  the  election,  as  you  said,  of  those  ofiicers,  it  should 
be  made  requisite  that  one  of '^ them  be  an  engineer,  and  one  be  a 
practical  man  in  telephone  lines,  and  one  be  a  business  man,  and 
80  forth? 

Mr.  Davis:  I  have  a  hard-headed  faith  in  eflSciency  of  busi- 
ness men  in  politics.  I  believe  that  one  should  be  a  hard-head<*d 
business  man;  that  another  man  in  the  case  of  the  telephone 
should,  perhaps,  be  a  practical  electrician;  another  man  should 
probably  be  a  corporation  man. 

Mr.  Page  :  I  have  here  what  appears  to  be  a  complaint  which 
was  mailed  from  New  York  on  the  8th  of  December,  addressed  to 
"Committee  appointed  in  regard  to  the  telephone  and 'telegraph 
companies,  Assembly  Chamber,  Capitol,  Albany,  N.  Y.,"  and 
was  returned  to  New  York.  The  complaint  is  rather  substantial, 
and  is  signed  "  A  telephone  subscriber,  which  we  desire  to  con- 
tinue to  be."  I  would  like  to  say  that  if  the  author  of  this  will 
make  himself  known  to  me  I  would  be  very  glad  to  present  the 
complaint  to  the  Committee,  if  it  desires  and  have  it  read  into  the 
record.    But  it  does  not  seem  to  me  that  the  Committee  should  take 
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tip  its  time  with  anonymous  communications,  so  long  as  it  seems  to 
be  well  occupied  with  communications  from  real  people.  I  will 
recall  Mr.  Cuyler. 

TiiEODOEE  L.  CuYLEE,  Jr.,  recalled : 

By  Mr.  Page  : 

Q.  Mr.  Cuyler,  you  have  already  been  sworn  in  this  investi- 
gation?   A.  I  have. 

Q.  And  you  testified  one  day  last  week  ?    A.  I  have. 

Q.  And  you  also  testified  before  the  Committee  day  before 
yesterday  ?    A.  I  did. 

Q.  Day  before  yesterday  you  corrected  to  some  extent  the  testi- 
mony which  you  gave  last  week  ?    A.  I  did. 

Q.  Do  you  wish  to  corfect  to-day  the  testimony  which  you  gave 
day  before  yesterday  ?  A.  I  would  like  to  make  some  corrections, 
and  with  your  permission  I  will  do  as  I  did  before,  read  the  state- 
ments. 

Q.  Have  you  an  extra  copy?    A.  I  have,  for  the  stenographer. 

Q.  Will  you  let  me  have  a  copy  of  what  you  are  about  to  read  ? 
A.  Yes.  (Witness  reading.)  Mr.  Vice-Chairman  Merritt  sug- 
gested that  I  go  over  the  minutes  and  inform  myself  on  the  sev- 
eral matters  where  the  Committee  wanted  further  information 
and  hand  it  in  next  time  in  short  order,  and  so  I  have  done  so  in 
writing.  On  page  576,*  line  4,  the  word  "  telephone  "  should  be 
changed  to  "  telegraph."  On  page  581  I  said  that  the  Postal 
Company  sold  its  property  to  the  Xew  England  Telegraph  Com- 
pany. That  was  an  error.  The  Postal  Company  sold  its  prop- 
erty to  the  Commercial  Cable  Company  and  it  afterwards  was 
purchased  by  the  New  England  Telegraph  Company.  I  would 
also  state  that  that  sale  by  the  Postal  Company  to  the  Commercial 
Cable  Company  included  other  property  as  well  as  the  property 
in  New  York  State,  but  I  was  testifying  only  as  to  New  York 
State  property.  On  that  same  page  the  question  is  asked  whether 
the  New  England  Telegraph  Company  owned  any  property  in 
New  York  State  before  January  1,  1897.    I  have  inquired  about 

•  Page  numbers  refer  to  pages  of  stenographer's  minutes. 
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that  and  am  informed  that  that  company  bnilt  a  line  from  New 
York  to  Boston  about  1884  and  hence  the  answer  to  that  question 
is  that  it  did  own  property  before  January  1,  1897.     On  page 

590  I  state  that  we  have  an  account  of  telegrams  that  transit  the 
State  of  New  York  without  originating  or  terminating  in  that 
State.  That  is  hardly  correct.  We  have  only  seven  accounts : 
Interstate,  intrastate,  money  transfers,  stocks  and  markets,  mes- 
senger service,  leased  wires,  cables.  No  account  is  kept  of  mes- 
sages transiting  the  State  and  it  would  be  utterly  impossible  to 
keep  an  account.  Those  messages  vary  every  day  when  storms 
carry  down  certain  lines  and  compel  messages  to  be  sent  by  all 
kinds  of  routes  and  it  is  considered  that  what  one  company  does 
for  another  in  this  respect  is  oflFset  by  reciprocal  service.    On  page 

591  questions  are  asked  in  regard  to  the  general  ledger  of  the 
New  England  Telegraph  Company.  I  wish  to  make  that  plain. 
Each  of  the  127  oflSces  of  the  New  England  Telegraph  Company 
in  New  York  State  has  its  own  ledger.  Then  we  keep  at  the 
office  of  the  New  England  Company  at  253  Broadway  a  general 
ledger  which  takes  in  the  accounts  from  the  ledgers  of  the  dif- 
ferent offices  drawn  from  their  ledgers.  That  general  ledger  of 
the  New  England  Telegraph  Company  is  not  used  for  any  com- 
pany's business,  except  that  of  the  New  England  Telegraph  Com- 
pany, and  the  New  England  Telegraph  Company  does  not  have 
its  accounts  in  the  books  of  any  other  company.  It  has  its  own 
separate  set  of  books  entirely  distinct  from  the  books  of  any 
other  company.  I  have  looked  at  this  general  ledger  of  the  New 
England  Telegraph  Company  and  find  that  there  are  seven  dif- 
ferent accounts  of  receipts  in  it,  these  different  accounts  being 
the  aggregate  of  smaller  accounts  in  all  of  the  ledgers  of  different 
offices  in  New  York  State.  That  is  the  general  ledger  which  I 
was  trying  to  explain  about  in  my  testimony  and  it  has  nothing 
to  do  with  any  other  company  and  neither  has  any  other  company 
anything  to  do  with  it.  On  page  601  there  is  a  reference  to  the 
local  rates  which  the  New  England  Telegraph  Company  charges* 
That  is  not  an  easy  matter  to  explain,  although  the  managers  of 
our  offices  have  no  difficulty  in  figuring  it  out  from  the  tariff 
book  which  we  issue,  a  copy  of  which  I  leave  with  the  Committee* 
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By  Mr.  Page  : 

Q.  When  you  send  the  tariff  book  over  wiU  you  send  the  sheet  ? 
A.  Yes. 

Q.  With  the  explanations,  so  that  the  tariff  book  will  be  intel- 
ligible to  the  Committee?    A.  Yes. 

Q.  You  use  the  square  system,  do  you  ?  A.  The  square  rate. 
I  think  if  you  will  allow  me  to  explain  right  here  —  I  believe 
Mr.  Xally,  our  president,  is  the  gentleman  who  knows  those  mat- 
ters thoroughly  here,  and  you  can  get  these  matters  from  him. 
But  I  am  only  reading  this  in  answer  to  the  question.  (Reading) 
''  The  highest  rate  for  local  messages  in  New  York  State  is 
thirty-five  cents  for  each  message  of  ten  words  and  two  cents  for 
each  additional  word  where  the  message  passes  entirely  over  the 
lines  of  the  Xew  England  Telegraph  Company.'' 

Bv  Chairman  Davis: 

Q.  Can  you  tell  us  when  that  rate  was  made?  A.  No,  I  can- 
not, but  you  can  get  that,  Senator.  (Reading)  "  Some  of  the 
local  rates  of  that  company  are  less  than  thirty-five  cents.  Where 
the  two  points  in  New  York  State  are  separated  by  a  distance  of 
not  over  150  miles  the  rate  is  twenty-five  cents.  Then  there  are 
a  few  points  between  which  the  rate  is  thirty  cents.  Coming 
now  to  the  rate  where  the  message  passes  over  the  wires  of  two 
companies,  the  instance  referred  to  by  your  Chairman  may  serve 
as  an  example,  mainly,  from  Buffalo  to  Tarry  town.  The  New 
England  Telegraph  Company  would  take  the  message  at  Buffalo 
and  charge  thirty-fi^ve  cents  for  ten  words,  and  two  cents  for  each 
additional  word.  It  would  send  that  message  to  our  office  in 
Yonkers  or  our  office  directly  across  the  river  from  Tarry  town 
and  from  one  of  those  offices  of  ours  it  would  be  telephoned  to 
the  party  to  whom  it  was  directed,  and  we  would  have  to  pay  the 
telephone  its  regular  charge  for  that  distance,  which  is  regularly 
ten  cents.  Then  there  are  the  local  city  rates,  such  as  Albany, 
New  York  and  Brooklyn,  where  the  rate  from  one  part  of  the 
city  to  the  other  is  twenty  cents  and  one  cent  for  words  in  excess 
of  ten.  We  do  have  a  night  rate,  namely,  twenty-five  cents  for 
ten  words  and  one  cent  for  each  word  in  addition.     The  answer 
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given  in  our  report  to  you  gave  the  maximum  rata  and  the  above 
gives  the  different  rates." 

By  Mr.  Page  : 

Q.  Did  you  read  all  of  the  statement  which  you  intended  to 
read?    A.  I  did. 

Q.  Then  I  have  an  extra  sheet  ?    A.  Oh,  have  you  ? 

Q.  I  have  one  that  you  did  not  read  ?  A.  Oh,  will  you  let  me 
see  that,  Mr.  Page  ? 

Q.  Did  you  care  to  read  that  into  the  record  ?  A.  Oh,  I  will, 
ves,  and  I  will  furnish  the  additional. 

Q.  Suppose  you  read  it  now? 

The  Witness  :  (Reading)  "  On  page  602  of  the  testimony  the 
question  is  asked  as  to  what  we  do  when  suit  is  brought  against 
the  Postal  Telegraph  Cable  Company  and  as  to  service.  We 
always  accept  service  and  appear  for  that  company  and  defend, 
and  if  judgment  is  obtained  we  pay  it  or  else  take  an  appeal  and 
give  a  bond." 

Q.  Mr.  Cuyler,  was  this  statement  also  dictated  by  Mr.  Cook, 
your  general  counsel  ?    A.  It  was. 

Q.  So  that  the  voice  is  the  voice  of  Cuyler,  but  the  brain  is  the 
brain  of  Cook  ?  A.  I  won't  sav  that  entirelv,  because  some  of  this 
information  was  prepared  by  me  and  furnished  to  Mr.  Cook. 

By  Chairman  Davis: 

Q.  Did  Cook  give  you  the  information  in  regard  to  the  tele- 
graph from  Buffalo  to  Tarrytown?  A.  He  secured  that  from  a 
man  who  has  charge  of  those  matters. 

Q.  But  you  don't  know  whether  or  not  that  is  a  true  statement  % 
A.  I  do  not.    I  think  you  can  get  that  information. 

By  Mr.  Page  : 

Q.  You  still  have  the  same  confidence  in  your  general  counsel, 
and  you  are  willing  to  swear  to  whatever  statement  he  prepares 
for  yon  ?     A.  I  am. 

Q.  Yon  spoke  in  your  statement  of  yonr  defending  the  suit:? 
brou.ubt  aii'ain?f  the  PostaL  Telegraph  Cable  Company.     Dri   vou 
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defend  them  in  the  name  of  that  company  or  do  you  have  the 
name  of  the  real  defendant  substituted?  A.  Well,  I  could  not 
say  positively  about  that. 

Q*  Do  you  know  whether  there  is  any  contract  arrangement 
between  the  New  England  Company  and  the  Postal  Telegraph 
Cable  Company  in  regard  to  that  ?  A.  I  do  not  know  that,  Mr. 
Page. 

Q.  Whenever  you  have  spoken  of  the  New  England  Telegraph 
Company  in  the  statement  you  have  just  read,  you  refer  to  the 
New  England  Telegraph  Company  of  New  York  ?    A.  I  do. 

Q.  Is  the  Postal  Telegraph  Cable  Company  a  New  York  cor- 
poration?   A.  It  is. 

Q.  What  business  does  it  do  in  the  State  of  New  York?  A. 
Not  anv. 

Q.  Not  any?     A.  Not  any  business. 

Q.  Is  it  a  telegraph  company  or  is  it  a  holding  company? 
A.  Oh,  it  is  a  telegraph  company. 

Q.  You  say  it  is  a  telegraph  company?    A.  I  do. 

Q.  And  it  does  telegraphing  business  elsewhere?  A.  Yes. 
That  has  been  explained,  I  think,  previously. 

Q.  You  were  to  furnish  copies  of  contracts  between  the  New 
England  Telegraph  Company  and  the  companies  operating  in 
the  territory  of  the  State  of  New  York.  Have  you  those  copies  ? 
A.  They  are  being  copied  and  they  were  not  quite  finished. 

Q.  They  will  be  furnished  ?  A.  Oh,  yes.  I  will  give  them  to 
you. 

Q.  Now,  this  statement  which  you  have  just  read  was  given 
to  correct  your  testimony  given  day  before  yesterday?  A.  It 
was. 

Q.  Do  you  wish  to  make  any  further  correction  of  your  previous 
testimony?    A.  No. 

Q.  Now,  you  have  charge  of  all  of  the  finances  of  the  New 
England  Telegraph  Company  of  New  York  ?    A.  I  have. 

Q.  And  all  of  the  sums  which  it  receives  except  those  that  are 
disbursed  by  the  different  agents  throughout  the  State  are  re- 
ceived by  you  ?    A.  They  are. 

Q.  And  deposited  in  the  bank  in  the  ordinary  course  of  busi- 
ness?   A.  They  are. 
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Q.  In  what  bank  or  banks  does  the  New  England  Telegraph 
Company  keep  its  accounts?  A.  In  a  great  many  throughout  the 
State  of  Xew  York. 

Q.  I  am  referring  to  those  funds  which  you  deposit  as  treas- 
urer?   A.  Oh,  in  the  American  Exchange  National  Bank. 

Q.  And  how  is  that  account  kept  ?  A.  There  are  two  accounts 
kept  there,  the  New  England  Telegraph  Company  and  for  the 
payment  of  bills,  and  then  there  is  another  account  known  as  the 
special  account,  that  the  money  is  deposited  in. 

Q.  Is  each  of  those  accounts  kept  in  the  name  of  the  New 
England  Telegraph  Company  of  New  York?  A.  The  special 
account  is  just  known  as  **  special  account." 

Q.  That  is,  it  appears  on  the  books  of  the  bank,  so  far  as  you 
know,  as  "  special  account  "  ?    A.  As  "  special  account,"  yes. 

Q.  Do  you  have  a  pass-book  in  regard  to  that  account  showing 
the  entries  of  deposits?    A.  Yes. 

Q.  Does  the  name  of  New  England  Telegraph  Company  appear 
upon  that  pass-book  ?    A.  No. 

Q.  About  what  proportion  of  the  moneys  received  by  the  com- 
pany are  deposited  to  the  credit  of  the  special  account?  A.  I 
don't  think  I  quite  understand  the  question. 

Q.  About  what  proportion  of  all  the  moneys  that  you  receive 
belonging  to  the  company  are  deposited  in  that  special  account 
or  to  the  credit  of  the  special  account  ?    A.  Oh,  most  all  of  them. 

Q.  Most  all  of  them?    A.  Most  all  of  them. 

Q.  Do  you  draw  from  the  special  account  and  deposit  in  the 
general  account?  A.  Again,  I  don't  quite  understand  that  ques- 
tion. 

Q.  Do  you  ever  by  means  of  checks  or  drafts  or  in  any  other 
manner  take  funds  from  the  special  account  and  put  them  to  the 
credit  of  the  general  account  —  that  is,  you  have  an  accoimt  in 
the  bank  which  you  call  a  general  account,  in  the  name  of  the 
company?     A.  Yes.     Yes,  we  do.     Oh,  yes,  we  do. 

Q.  You  take  funds  from  the  special  account  and  put  them  into 
the  general  account?     A.  Yes,  we  do. 

Q.  Do  you  ever  take  funds  from  the  general  account  and  put 
them  in  the  special  account?     A^  No. 

Q.  Are  all  of  the  moneys  originally  deposited  in  the  special 
account?    A.  Ye?. 
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Q.  Now,  for  what  purpose  are  moneys  drawn  from  the  special 
account  ?    A.  To  pay  salaries,  to  pay  bills  of  all  kinds. 

Q.  Do  you  draw  those  moneys  by  check  direct  on  the  special 
account  or  do  you  keep  enough  in  your  general  account  to  pay 
salaries  or  bills?  A.  Xo,  the  money  comes  from  the  special  ac- 
count. 

Q.  So  the  checks  are  drawn  directly  against  the  special 
account  ?    A.  Yes. 

Q.  What  about  the  general  account,  for  what  purpose  do  you 
draw  funds  from  that  account  ?  A.  For  the  payment  of  salaries 
and  rents  and  various  bills. 

Q.  So  that  you  use  the  general  account  exactly  as  you  do  the 
special  account?    A.  No,  not  exactly. 

Q.  Well,  won't  you  distinguish  between  the  two.  Tell  the 
Committee  for  what  purpose  the  general  account  is  kept  and  how 
the  moneys  are  drawn  from  that,  how  used  and  for  what  purpose, 
and  then  give  the  same  information  in  regard  to  the  special 
account  ?  A.  The  general  account,  as  I  have  explained,  is  for  the 
purpose  of  paying  salaries,  rents,  and  various  bills  of  all  kinds. 
The  money  in  the  special  account  is  drawn  out  from  there  —  is 
furnished,  rather,  I  should  say,  the  money  is  furnished  from  the 
special  account  for  that  purpose  and  put  into  the  general  account. 

Q.  I  think  you  don't  make  it  exactly  clear.  At  first  you  don't 
draw  checks  directly  on  the  special  account  to  the  order  of  an 
officer  for  his  salarv  ?    A.  No. 

Q.  When  the  general  account  is  short  of  funds  ?    A.  Yes. 

Q.  Vou  draw  a  check  against  the  special  account  to  the  order 
of  the  general  account?     A.  Yes,  sir. 

Q.  And  it  is  deposited  ?     A.  Yes. 

Q.  So  that  the  general  account  is  credited  with  the  amount  of 
that  and  the  special  account  is  debited  ?    A.  That  is  it. 

Q.  Then  you  draw  your  check  against  the  general  account  to 
the  order  of  whatever  officer  is  to  receive  it,  or  whatever  creditor 
is  to  receive  payment?     A.  That  is  right. 

Bv  Chairman  Davis: 

Q.  TTow  were  the  checks  signed  against  the  special  account  ? 
A.  I  don't  sign  those  checks.  I  have  not  anything  to  do  with  the 
signature  of  those  checks  at  all. 
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Q.  Xow,  can't  you  answer  the  question  ?    A.  Why,  yes,  I  can. 

Q.  Why,  of  course  you  can.  Now  answer?  A.  Those  are 
signed  by  Mr.  Piatt,  who  has  charge  of  the  special  account. 

Q.  In  what  manner  is  it  signed,  just  individually?  A.  Yes. 
Well,  I  don't  remember  the  exact,  whether  he  —  I  think  it  is 
signed  as  treasurer  of  that  account. 

Q.  Had  you  seen  these  checks  ?    A.  Oh,  yes,  I  have  seen  them. 

Q.  Xow,  what  do  you  say  as  to  how  they  are  signed?  A. 
Signed  by  two  people  —  by  Mr.  Beck,  Alfred  Beck,  and  Mr. 
Piatt. 

Q.  Mr.  Beck;  is  he  an  officer  of  the  New  England  Telegraph 
Company  of  New  York  ?    A.  No,  sir,  he  is  not. 

Q.  Is  Mr.  Piatt  an  officer  of  the  New  England  Telegraph  Com- 
pany of  New  York  ?    A.  No,  he  is  not. 

Q.  About  how  much  money  is  transferred  in  the  course  of  a 
year  from  the  special  account  to  the  general  account  ?  A.  I  would 
have  to  look  that  up  and  tell  you.    Quite  a  large  sum  of  money. 

Bv  Mr.  Paoe  : 

Q.  Could  you  and  will  you  look  that  up  and  furnish  the  Com- 
mittee with  that  information  at  its  next  session?    A.  I  will. 

Q.  And  let  your  information  cover  a  period  of  five  years,  if 
vou  will  ?    A.  Yes. 

Q.  Just  make  a  memorandum  of  that  please?  A.  All  rights 
sir. 

Q.  Do  you  personally  make  the  deposits  to  the  credit  of  the 
special  account?    A.  I  do. 

Q.  All  of  them  ?    A.  All  of  them. 

Q.  Do  you  have  the  custody  of  the  bank  book  ?    A.  I  do. 

Q.  Covering  that  account?    A.  Yes,  I  do. 

Q.  And  you  have  had  for  how  long  ?    A.  Several  years. 

Q.  Five  years  ?    A.  Not  quite  as  long  as  that. 

Q.  Since  you  have  been  treasurer  ?    A.  Yes. 

Q.  Are  you  also  a  director  of  the  New  England  Telegraph 
Company  of  New  York?,  A.  I  don't  think  so.  My  answer  to 
that  would  be  no. 

Q.  Will  you  produce  the  bank  books  of  that  special  account 
covering  the  period  since  you  became  treasurer  ?    A.  I  will. 
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Q.  And  do  those  bank  books  show  correctly  all  the  credits  and 
debits  of  that  special  account  ?    A.  I  believe  they  do, 

Q.  Don't  you  know  whether  they  do  or  not  ?    A.  Yes,  they  do. 

Q.  They  do  ?    A.  Yes. 

Q.  Are  you  an  officer  of  any  other  telegraph  company  than  the 
New  England  Telegraph  Company  of  New  York?     A.  I  am. 

Q.  What  other  companies  are  you  an  officer  of?  A.  Do  you 
want  me  to  furnish  a  list  ? 

Q.  I  would  rather  you  would  tell  me?  A.  I  am  treasurer  of 
quite  a  number  of  other  telegraph  companies. 

Q.  A  dozen  or  two  ?    A.  A  dozen  at  least. 

Q.  Do  you  hold  any  office  other  than  treasurer  in  any  of  them  ? 
A.  Yes,  I  am  a  director  in  some;  vice-president  in  some. 

Q.  Can  you  tell  what  ones  you  are  vice-president  of?  A.  Yes, 
of  a  corporation  in  Kentucky. 

Q.  What  is  the  name  of  it  ?  A.  Postal  Telegraph  Cable  Com- 
pany—  a  Kentucky  corporation. 

Q.  What  other  telegraph  company  are  you  vice-president  of? 
A.  I  don't  recall  now. 

Q.  Are  there  any  others  ?    A.  I  think  so. 

Q.  Can't  you  remember  the  name  of  one  more?  A.  Why,  I 
can  get  you  the  information.  I  don't  want  to  give  you  there  any- 
thing that  is  not  so. 

Q.  Will  you  furnish  the  Committee  with  a  list  of  the  names  of 
all  the  telegraph  companies  that  you  are  an  officer  of?    A.  Yes. 

Q.  And  at  the  same  time  state  what  office  you  hold  in  each 
company?    A.  Yes. 

Q.  Who  is  Mr.  Beck?  A.  He  is  the  secretary  of  the  Com- 
mercial Cable  Company. 

Q.  Who  is  Mr.  Piatt?  A.  He  is  the  treasurer  of  the  Com- 
mercial Cable  Company. 

Q.  Does  it  seem  at  all  strange  to  you  that  you  as  treasurer  of 
the  New  England  Telegraph  Company  of  New  York  should  de- 
posit all  of  the  funds  of  that  company  in  an  account  which  does 
not  show  the  actual  owner  of  the  funds,  under  an  arrangement 
which  permits  their  withdrawal  only  upon  the  signature  of  two 
officers  of  the  Commercial  Cable  Company,  and  that  they  are 
passed  entirely  beyond  your  reach;  does  that  seem  strange?  A. 
That  is  the  fact. 
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Q.  Does  it  seem  strange  to  you  ?    A.  I  would  rather  not  say. 

Q.  I  w  ould  rather  you  would  say.  I  would  like  to  know  if  you 
think  that  is  a  usual  arrangement,  the  usual  method  of  handling 
funds  of  a  corporation?  A.  Why,  that  —  I  think  you  will  find 
that  is  covered  by  the  contract.  When  I  submit  these  contracts, 
I  think  you  will  find  how  that  arrangement  takes  place. 

Q.  Now,  I  think  we  are  coming  to  another  contract  that  has  not 
been  mentioned  ?  A.  No,  it  is  a  part  of  the  contract —  this  special 
land  line  account,  and  that  is  an  account  of  a  connecting  line  of 
the  Postal  Telegraph  Cable  Company  —  a  Connecticut  corpora- 
tion, and  under  the  agreement  we  deposit  the  funds  in  that  ac- 
count. I  think  you  will  find  that  is  so.  At  least,  if  it  is  not  so, 
I  will  try  and  get  you  the  information  as  to  how  it  does  happen 
to  be. 

Q.  Now,  tell  the  Committee  who  are  parties  to  that  contract?* 
A.  The  New  England  Telegraph  Company. 

Q.  The  New  England  Telegraph  Company  of  New  York? 
A.  Yes,  that's  right.  i 

Q.  What  other  corporation  or  individual  is  a  party  to  it?  A. 
The  Postal  Telegraph  Company  of  Connecticut  is  a  party  to  it. 

Q.  Are  there  any  other  parties  to  that  contract?  A.  I  don't 
know  of  any. 

Q.  Is  Mr.  Beck  an  officer  of  the  Connecticut  corporation? 
A.  I  believe  he  is. 

Q.  What  office  does  he  hold  ?    A.  I  think  he  is  secretary. 

Q.  Is  ^[r.  Piatt  an  officer  of  the  Connecticut  corporation? 
A.  Yea,  the  treasurer. 

Q.  Then  these  funds,  as  you  understand  it,  are  really  deposited 
to  the  credit  of  the  Connecticut  corporation?  A.  Yes,  they  are  in 
this  account. 

Q.  Ts  that  account  carried  in  the  name  of  the  Connecticut  cor- 
poration ?  A.  No,  I  don't  understand  so.  It  is  known  as  a  special 
account,  and  thev  take  charge  of  it. 

Bv  Viee-Chairman  ^JFrrritt: 

«• 

Q.  I  would  like  to  ask  the  witness,  when  he  has  made  the  de- 
posits of  the  funds  to  the  special  account,  whether  all  personal 
respOH'^ihility  on  his  part  ceases?     A.  Yes,  it  does. 
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By  Mr.  Page  : 

Q.  How  do  you  know  that?  A.  Because  I  have  not  anything 
:to  do  with  paying  out  the  money. 

Q.  Is  there  a  resolution  or  has  there  ever  been  passed  a  resolu- 
tion  bv  the  board  of  directors  or  the  executive  committee  of  the 
Xew  England  Telegraph  Company  of  Kew  York  relieving  you 
of  responsibility  for  the  funds  of  the  company  when*  they  are 
<leposited  to  the  credit  of  the  special  account?    A.  I  don't  know. 

Q.  What  assures  you  that  you  are  relieved  from  all  responsi- 
bility when  you  deposit  the  funds  of  that  company  so  that  they 
are  absolutely  beyond  your  reach  ?    A.  I  could  not  say. 

Q.  So  far  as  you  know  are  the  funds  of  any  other  company 
deposited  to  the  credit  of  that  special  account?     A.  Yes. 

Q.  AVhat  other  pompanios  ?  A.  Oh,  various  telegraph  com- 
panies. 

Q.  ITow  many  of  them?    A.  Oh,  perhaps  a  dozen  or  more. 

By  Vice-Chairman  Merritt: 

Q.  All  the  associated  companies  ?    A.  Yes. 

By  Mr.  Paoe: 

. 

Q.  That  is,  every  telegraph  or  cable  company  in  the  United 
States,  so  far  as  you  know,  deposits  its  entire  gross  income  to  the 
credit  of  that  account?  A.  I  don't  think 'vou  mean  that,  Mr. 
Page  —  every  telegraph  company  ? 

Q.  Every  Postal  Telegraph  Company.     A.  Well,  yes. 

Q.  All  of  the  companies  that  you  have  mentioned  as  the  asso- 
ciated companies  ?    A.  Yes,  sir,  that's  right. 

Q.  Are  any  of  the  funds  deposited  to  the  credit  of  that  account 
which  are  earned  by  the  Commercial  Cable  Company  ?  A.  I  don't 
think  so. 

Q.  Ts  that  an  operating  company?  A.  Oh,  yes,  that  is  an 
operfiting  company.    You  mean  the  Commercial  Cable  Company  ? 

Q.  Yes.  A.  Oh,  I  don't  know  anything  about  the  Commercial 
"Cable  Company  at  all. 

Q.  You  have  heard  of  it?     A.  Oh,  yes. 

Q.  Did  you  have  any  dealings  with  it  as  treasurer?  A.  Xo, 
none  at  all. 
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Q.  Xow,  in  case  yoii  want  money  to  pay  bills  or  salaries  and 
your  general  account  is  not  sufficient  for  the  purpose,  how  do  you 
get  funds  out  of  the  special  account?    A.  I  ask  for  them. 

Q.  In  what  manner,  by  requisition?  A.  Yes,  practically  that 
is  the  method. 

By  VicQ-Chairman  Merritt: 

Q.  Do  you  apply  for  them  on  a  regular  form  ?  A.  No,  I  have 
no  regular  form. 

Q.  Or  in  writing  ?  A.  No,  hardly  that  I  simply  go  with  Mr. 
Piatt  and  I  arrange  with  him  to  furnish  me  with  sufficient  funds. 

Q.  You  tell  him  what  your  general  account  wants?  A.  Yes, 
what  we  need.     That's  it. 

By  Mr.  Page: 

Q.  Do  you  ever  see  Mr.  Beck  about  it?  A.  No  —  well,  very 
seldom. 

Q.  It  is  not  necessary  to  see  Mr.  Beck?    A.  Oh,  I  don't  know. 

Q.  Can  you  state  for  the  Committee  about  how  much  money  is 
drawn  on  your  requisition  during  each  year  from  the  special 
account  and  credited  to  the  general  account?  A.  You  mean,  in 
the  New  England  Telegraph  Company? 

Q.  Do  you  draw  from  that  account  for  other  companies  also? 
A.  Yes. 

Q.  Then  I  do  mean  the  New  England  Telegraph  Company  of 
New  York  ?    A.  I  will  have  to  find  out  and  let  you  know. 

Q.  You  can  do  that  and  will  ?    A.  Yes. 

By  Vice-Chairman  Merritt: 

Q.  I  would  like  to  ask  you,  Mr.  Cuyler,  whether  it  is  any  part 
of  your  duty  to  deal  with  the  expenditures  from  this  special  land 
line  account  for  any  other  purpose  than  the  general  account  for 
general  expenditures?  A.  No.  No,  I  have  nothing  to  do  with 
that. 

Q.  You  do  .the  same  for  the  other  companies  that  you  are 
treasurer  of  ?    A.  Yes.    That  is  the  idea,  yes. 

Q.  Who  knows  or  who  can  testify,  in  your  judgment,  with 
reference  to  all  the  expenditures  of  the  special  account,  so  far 
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the  funds  collected  in  this  State  are  concerned?     A.  Why,  Mr. 
Piatt  can  testify  to  that,  probably. 

By  Mr.  Page  : 

Q.  Do  you  know  of  any  business  arrangement  under  which 
messages  received  at  the  oflBce  of  the  New  England  Telegraph 
Company  of  New  York  are  transmitted  over  wires  or  cables 
belonging  to  any  other  company  within  the  State  of  New  York? 
A.  No. 

Q.  What  company  owns  the  submarine  cables,  that  are  known 
as  the  Postal  cables,  that  enter  New  York  State?  A.  I  don't 
know  anything  about  that  at  all. 

Q.  The  New  England  Telegraph  Company  of  New  York  has 
nothing  to  do  with  that  business?    A.  No. 

Q.  And  no  interest  in  it  ?    A.  None  at  all. 

Q.  Is  there  any  arrangement  between  the  New  England  Tele- 
graph Company  of  New  York  and  any  cable  company  in  refer- 
ence to  the  messenger  service  on  cable  messages  that  are  collected 
by  the  Postal  messenger  ?    A.  I  don't  think  so. 

Q.  Does  the  New  England  Telegraph  Company  of  New  York 
employ  the  messengers  known  as  the  Postal  messengers  in  New 
York  State  ?    A.  Yes. 

Q.  There  is  not  a  separate  company  ?  A.  No,  no  separate  com- 
pany at  all. 

Q.  Looking  after  that?    A.  No.    No,  not  at  all. 

Q.  I  don't  remember  if  I  asked  you  if  you  knew  whether  the 
Commercial  Cable  Company  was  an  operating  company?  A.  I 
think  you  did  ask  me. 

Q.  And  if  I  did,  I  don't  recall  your  answer  ?  A.  Well,  I  think 
it  is,  but  I  don't  know  anything  particularly  about  it. 

Q.  You  don't  know  whether  it  operates  in  New  York  State? 
A.  I  don't  know  anything  about  that  at  all. 

Q.  I  have  here  a  card,  rather  ancient,  I  think,  bearing  a  stamp 
*^  B.  O.  &  Postal  Telegraph  Cable  Company."  What  was  that 
company.    Did  you  ever  hear  of  it  ?    A.  No,  I  never  heard  of  it. 

Q.  You  don't  know  whether  there  was  ever  such  a  company 
operating  in  this  State?    A.  No,  I  do  not. 

Q.  Has  the  New  England  Telegraph  Company  of  New  York 
any  source  of  income  other  than  the  telegraph  business  and  the 
messenger  business  ?    A.  None. 
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Q.  Absolutely  nothing?     A.  Absolutely  nothing. 

Q.  Is  there  any  arrangement  between  the  New  England  Tele- 
graph Company  of  New  York  and  the  Postal  Telegraph  Cable 
Company?  That  is  the  Connecticut  corporation,  isn't  it?  A. 
Yes. 

Q.  Whereby  the  New  England  Telegraph  Company  of  New 
York  pays  or  agrees  to  pay  to  the  other  company  any  percentage 
of  its  gross  receipts?     A.  Yes.     That  is  covered  by  the  contract. 

Q.  That  is  all  included  in  the  contract  which  you  mentioned? 
A.  Yes,  sir. 

Q.  The  Connecticut  corporation,  what  is  the  name  of  that? 
A.  Postal  Telegraph  Cable  Company. 

Q.  Does  the  Postal  Telegraph  Cable  Company  do  any  business 
other  than  to  hold  stock  ?    A.  I  don't  know  that. 

Q.  Or  make  business  arrangements  with  other  corporations? 
A.  I  really  don't  know. 

Q.  Who  would  know  about  that?  A.  Why,  one  of  the  officers 
of  that  company  —  Mr.  Piatt,  perhaps. 

Q.  What  ones  ?    A.  Very  likely  Mr.  Piatt  or  Mr.  Beck. 

Q.  Who  is  the  president  of  that  corporation  ?  A.  Mr.  Mackey^ 
I  believe. 

Q.  Would  he  know?  A.  I  don't  really  know  about  that.  I 
don't  know. 

Q.  What  do  you  think  about  it?    A.  lie  might. 

Q.  Pie  might?     A.  Yes,  he  might. 

Q.  Now,  wait  a  minute.  Don't  you  know  that  he  would  know  ? 
Are  not  you  just  as  morally  certain  of  it  as  you  are  swearing  that 
you  are  sitting  in  that  chair?  A.  Well,  I  —  he,  perhaps,  ought 
to  know. 

Q.  Well,  he  knows  as  much  about  these  companies  as  he  ought 
to,  don't  you  think?  A.  Well,  I  am  not  going  to  express  any 
opinion,  Mr.  Page.  I  don't  want  to  express  any  opinion  on  the 
subject. 

Q.  I  show  you  a  report  made  to  this  Committoc  by  the  New 
England  Telegraph  Company  and  ask  if  you  prepared  that  re- 
port ?    A.  I  did. 

(Said  report  is  marked  for  identification  Exhibit  1  of 
December  10,  1909.) 
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Q.  And  that  is  your  signature  attached  to  that  report  ?    A.  Yes. 

Q.  And  you  swore  to  it  on  the  18th  day  of  November.  See  if 
that  is  correct  ?    A.  That  is  correct. 

Q.  And  are  the  papers  which  are  attached  to  it  a  part  of  the 
report ;  were  they  attached  by  you  ?  A.  Oh,  this  —  yes,  a  balance 
sheet. 

Q.  The  balance  sheet  which  was  marked  Exhibit  20  for  identi- 
fication?   A.  Yes. 

Q.  That  was  attached  at  the  time  you  swore  to  it  ?    A.  It  was. 

(Sheet    attached    to    said    paper    is    marked    Exhibit    2, 
December  10,  1909.) 

Q.  The  sheet  marked  Exhibit  2,  December  10,  1900,  was  also 
attached  at  the  time  ?    A.  Yes. 

Q.  Will  you  read  items  18  to  23,  both  inclusive,  giving  the 
question  and  the  answer?  A.  (Witness  reading)  "18.  State  the 
gross  income  of  the  company  during  its  past  fiscal  year. 
A.  $1,434,274.87.  19.  State  its  net  income  during  the  same 
period.  A.  $21,743.50.  20.  State  how  much  of  its  gross  income 
during  its  last  fiscal  year  was  earned  within  the  State  of  New 
York.  A.  $225,208.79.  21.  State  how  much  of  its  net  income 
was  earned  during  the  last  fiscal  year  in  the  State  of  New  York. 
A.  $3,023.91.  22.  State  how  much  of  its  gross  income  was 
earned  during  the  last  fiscal  year  outside  of  the  State  of  New 
York.  A.  $1,209,066.08.  23.  State  how  much  of  its  net  income 
was  earned  during  the  last  fiscal  year  outside  of  the  State  of  New 
York?    A.  $18,119.59." 

Q.  When  did  the  last  fiscal  year  of  the  company  end?  A. 
December  31,  1908. 

Q.  Now,  the  answers  to  the  questions  which  you  have  just 
read  were  prepared  by  you  ?    A.  Partly. 

Q.  You  verified  them?     A.  I  looked  over  them,  yes. 

Q.  And  you  also  swore  that  they  were  correct?    A.  Yes. 

Q.  Do  you  still  swear  that  they  were  correct?  A.  I  believe 
them  to  be. 

Q.  Do  you  know  whether  they  are  or  not?  A.  They  are  the 
correct  figures. 

Q.  Who  wotjd  be  most  apt  to  know  about  the  gross  and  net 
earnings  and  income  of  the  company,  yourself  or  Mr.  Nally? 
A.  I  think  I  would  know  about  them. 
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Q.  So  if  Mr.  Nally  made  any  statement  at  variance  with  your 
figures  you  would  say  that  he  was  mistaken?  A.  You  mean  for 
the  same  period  of  time  ? 

Q.  For  the  same  period  of  time?  A.  Well^  I  should  think 
there  was  a  mistake  somewhere,  of  course. 

Q.  So  that  if  you  should  know  that  Mr.  Nally  had  presented  to 
the  tax  commissioner  of  the  State  of  New  York  a  verified  report 
which  showed  that,  for  the  year  1908,  the  company  had  a  deficit 
of  $28,120.41,  you  would  say  he  was  mistaken,  wouldn't  you? 
A.  I  would,  and  I  would  say  that  those  figures  were  probably  for 
not  the  same  period  of  time,  because  I  think  your  Commission 
asked  for  them  for  a  different  date. 

Q.  You  are  quite  sure  about  that,  are  you  ?  A.  I  am  not  quite 
sure,  no  sir. 

Q.  Well,  how  nearly  sure  are  you  ?  A.  Well,  I  would  have  to 
look  at  it  again  to  find  out. 

Q.  Will  you  find  out  just  what  period  was  covered  by  his 
statement  ?    A.  I  will. 

Q.  Would  you  think  that  a  part  of  the  figures  in  his  report  to 
the  State  Tax  Commissioners  would  cover  one  period  and  another 
part  of  it  would  cover  another  period?  A.  Why,  I  should  not 
think  so. 

Q.  You  would  think  it  all  covered  one  period,  wouldn't  you? 
A.  I  should  think  so. 

Q.  If  your  attention  should  be  called  to  an  affidavit  attached 
to  his  report  to  the  State  Tax  Commissioners  which  read  as  fol- 
lows :  "  Edward  J.  Nally,  president  of  the  New  England  Tele- 
graph Company,  being  duly  sworn,  deposes  and  says,  that  the 
foregoing  and  accompanying  statements  are  true,  full  and  correct 
statements  of  the  property  of  said  company  and  the  value  thereof 
at  the  close  of  the  year  ending  December  31,  1908,  and  of  its 
financial  condition  and  affairs  on  the  said  date,  to  the  best  of  his 
knowledge  and  belief.  (Signed)  Edward  J.  Nally,"  would  you 
still  think  that  it  covered  a  different  period  than  your  figures? 
A.  Xo,  not  if  —  I  don't  know  what;  I  don't  remember  the  date 
that  the  Commission  asked  for  these  figures.  Your  Commis- 
sioner stating  now  what  period  of  time  it  covered. 

Q.  You  think  that  there  is  no  doubt  about  Mr.'Nally's  figures 
covering  the  year  1908?  A.  There  could  not  be  imder  those  cir- 
cumstances. 


No.  »8.]  505 

Q.  Your  past  fiscal  year  was  the  year  1908,  wasn't  it?    A.  Yes. 

Q.  So  when  you  answered  that  question  "  State  the  gross 
income  of  the  company  during  its  past  fiscal  year,"  you  stated  its 
gross  income  for  the  year  1908?  A.  In  the  report  made  to  the 
Commission. 

Q.  To  this  Committee?  A.  To  this  Committee.  Well,  unless 
you  asked  for  a  different  period  of  time. 

Q.  Suppose  the  question  said,  "  State  the  gross  income  of  th^ 
company  during  its  past  fiscal  year,"  now,  what  period  did  you 
cover  by  your  answer  ?    A.  Well,  it  should  be  the  year  1908. 

Q.  From  the  first  day  of  January  of  that  year  to  the  31st  day 
of  December?    A.  Yes,  sir. 

Q.  Of  that  year,  at  the  close  of  business  on  that  day  ?  A.  Yes, 
sir. 

Q.  And  when  you  were  asked  to  state  its  net  income  during 
the  same  period,  did  you  intend  to  cover  that  same  period  by 
vour  answer?    A.  Yes. 

Q.  Did  you  intend  to  cover  any  other  or  different  period? 
A.  Well,  I  would  like  to  qualify  that  by  saying  — 

Q.  I  want  you  to  answer  that  question  now.  That  can  be 
answered  by  yes  or  no  and  without  any  quibbling  or  qualification. 
A-  I  would  like  to  say  that  the  figures  that  I  prepared  in  that 
report  to  the  Commission  were  prepared  for  the  date,  covering 
the  dates  that  the  Commission  asked  for  the  figures,  and  it  may 
have  been  at  variance  with  the  fiscal  year.    That  is  all  I  can  say. 

Q.  When  you  were  asked  to  state  the  gross  income  of  the  com- 
pany during  its  past  fiscal  year,  and  you  answered  that  the  gross 
income  of  the  company  was  $1,434,274.87,  did  you  cover  the 
year  1908,  and  that  alone  ?  A.  I  will  have  to  look  that  up  and  let 
you  know. 

Q.  Did  you  know  what  the  income  was  when  you  filled  that 
report  out  ?    A.  I  had  the  figures  before  me. 

Q.  Did  you  intend  to  state  that  correctly  ?    A.  Yes,  absolutely. 

Q.  When  you  swore  that  they  were  true,  did  you  know  what 
you  were  swearing  to?  A.  Yes,  I  had  the  figures  that  were 
made  up. 

Q.  And  the  figures  that  you  had  that  were  made  up  covering 
that  period,  are  the  figures  which  you  put  into  this  report,  are 
they  not  ?    A.  They  are. 
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Q.  Xow,  what  is  it  you  want  to  look  up?  A.  Well,  want  to 
look  up  the  figures  that  I  have  prepared,  because  there  should  not 
be  any  discrepancy,  Mr.  Page. 

Q.  I  confess  that  there  should  not  be  a  discrepancy?  A.  No, 
there  ought  not  to  be,  and  I  will  look  those  figures  up.  There 
must  be  some  mistake,  that's  all,  if  there  is  a  discrepancy  between 
those  figures.  If  there  is  a  discrepancy  between  those  figures  it 
is  perfectly  unintentional,  and  there  should  not  be  anything  of 
the  kind. 

Q.  There  ought  not  to  be  a  discrepancy  in  the  amount  of  net 
earnings  of  a  corporation  of  practically  $50,000?  A.  No,  there 
ought  not  to  be. 

Q.  That  is  the  amount  of  the  total  capital  of  the  company? 
A.  Yes. 

Q.  The  company  was  organized  with  that  amount  of  capital? 
A.  No,  I  understand  it  was  not,  but  I  don't  know  about  that. 

Q.  You  do  know  that  it  has  $50,000  capital  now  ?    A.  Yes. 

Q.  Divided  into  500  shares  of  $100  each?    A.  Yes. 

Q.  IIow  do  you  harmonize  that  statement  with  the  testimony 
of  the  witness  Grigs,  in  which  he  stated  that  2,805  shares  of  the 
capital  stock  of  the  New  England  Telegraph  Company  of  New 
York  had  been  pledged  with  the  Farmers'  Loan  and  Trust  Com- 
pany as  collateral  security  for  a  bond  issue  made  by  the  Com- 
mercial Cable  Company?  A.  That  must  have  been  the  firm  — 
the  amount  of  capital  stock  of  the  New  England  Telegraph  Com- 
pany. 

Q.  Then  you  do  want  to  correct  your  former  testimony  in 
another  respect,  don't  you?  A.  No,  because  the  present  capital 
stock  of  the  New  England  Telegraph  Company  is  $50,000,  and 
that  is  all  I  have  testified  to. 

Q.  You  have  also  testified  that  it  has  always  been  $50,000? 
A.  No,  I  don't  remember  any  such  testimony. 

Q.  You  don't  remember  that?    A.  No,  I  do  not. 

Q.  You  think  it  may  have  been  different  ?    A.  What,  my  testi- 
mony ? 
»• 

Q.  The  capital  stock?     A.  Oh,  yes. 

Q.  Your  testimony  has  been  different  —  it  has  been  different 
several  times  from  what  it  was  formerly.     Now,  have  you  in- 
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formed  yourself  in  regard  to  the  ownership  of  the  capital  stock  of 
this  company  ?    A.  No.  . 

Q.  You  don't  know  anything  more  about  that  than  you  did  the 
first  day  that  you  gave  evidence?    A.  No. 

Mr.  Page:    That  is  all  for  the  present. 

The  Chairman:  We  will  adjourn  until  Tuesday  morning  at 
11  o'clock  at  the  same  place,  and  at  that  time  you  wish  to  con- 
tinue with  Mr.  Cuyler? 

Mr.  Paop::  Yes.  And  I  would  like  to  have  all  the  witnesses 
Subpoenaed  to  be  here  at  this  time,  to  be  here  with  the  books  that 
they  were  subpoenaed  to  produce. 

Adjourned  to  Tuesday,  December  14,  1909,  at  11  a.  m. 


NINTH  PUBLIC  SESSION 


Council  Chambeb,  City  Hall, 
New  Yobk,  December  14,  1909  —  11  a.  m. 

Present  —  Hon.  Geokoe  A.  Davis,  Chairman. 

Hon.  Edwin  A.  Mekritt,  .  Jr.^   Vice-Chairman. 

Hon.  John  Kissel. 

HonI  James  J.  Frawley. 

Hon.  John  R.  Yale. 

Hon.  Thomas  B.  Caughlan. 

Hon.  Abtemus  Ward,  Jr. 


E.  J.  Page,  Esq.,  ^ 

Odell  E.  Blair,  Esq.,  >  Counsel. 

John  T.  Hettrich,  Esq.,        J 


Chairman  Davis:     The  Committee  will  come  to  order. 

Mr.  Page  :  I  understand  Mr.  Andrew  Colvin,  of  Elatbush,  is 
present,  and  would  like  to  make  a  complaint  relating  to  rates  or 
service. 

Chairman  Davis  :     We  would  be  glad  to  hear  Mr.  Colvin. 

Mr.  Andrew  Colvin:  Mr.  Chairman  and  gentlemen:  I  repre- 
sent the  Flatbush  Taxpayers'  Association.  It  may  not  be  out  of 
place  to  state  a  word  in  introduction  of  that  association  to  this 
Committee.  The  membership  is  something  like  1,1^0.  I  believe 
it  is  the  largest  taxpayers'  association  in  the  city  of  Xew  York. 
It  is  representative  in  its  membership.  The  former  counsel  of 
that  association  is  one  of  the  present  members  of  the  Public 
Service  Commission  of  the  First  District.  He  was  counsel  fcr 
the  association  at  the  time  of  his  appointment.  The  president 
•of  the  borough  of  Brooklyn,  just  elected,   is  a  member  of  our 
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associatioD.  The  commissioner  of  public  works  just  appointed  is 
the  chairman  of  our  executive  committee.  1  might  mention  other 
men  of  prominence  in  Brooklyn;  for  instance,  James  D.  Bell,  at 
the  head  of  the  corporation  counsel's  department  in  Brooklyn  is 
the  chairman  of  one  of  our  committees,  a  prominent  member, 
and,  by  the  way,  upon  that  same  committee  the  Democratic  leader 
of  the  Eighteenth  Assembly  district,  and  the  Republican  leader 
of  the  Eighteenth  Assembly  district  are  working  in  harmony.  I 
state  that  to  show  your  Committee  that  we  are  eminently  a 
neighborhood  of  citizens  in  a  body.  I  have  the  honor  of  being 
the  chairman  of  their  committee  upon  telegraph  and  telephone 
companies,  and  have  held  that  position  for  some  three  years ;  and 
during  that  time  have  come  in  contact  with  both  the  telephone  and 
telegraph  companies  frequently,  as  a  result  of  almost  every  con- 
ceivable sort  of  complaint,  as  you  will  readily  understand  the 
complaints  coming  from  the  citizens  of  our  locality  —  we  repre- 
sent a  community  of  some  75,000  in  Flatbush  —  and  being  of  such 
nature  as  arise  in  the  daily  course  of  our  experience  with  the 
telephone  and  telegraph  companies.  They  have  gone  all  the  way 
from  complaints  of  failure  and  delay  in  delivering  of  messages 
to  questions  of  the  closing  or  opening,  keeping  open  of  telegraph 
offices,  and  the  rates  that  the  company  shall  charge,  more  es- 
pecially the  telephone  company  frcnn  our  community  to  neigh- 
boring communities.  In  illustration,  with  reference  to  the  tele- 
graph company,  of  a  complaint  which  will  interest  more  directly 
your  committee  and  the  subject  which  you  have  under  considera- 
tion. Lately,  within  the  past  year,  the  telegraph  company  closed 
their  office  in  Flatbush  on  Saturday  night  at  8  o'clock,  and  kept 
it  closed  all  day  on  Sunday  in  a  community  of  75,000  people. 
Of  course,  that  had  not  passed  over  more  than  one  Sunday  before 
a  complaint  came  to  me  from  half  a  dozen  different  sources.  I 
went  to  the  telegraph  company,  and  I  was  shown  a  statement 
after  a  few  days  —  giving  them  time  to  prepare  it  —  which 
demonstrated  to  me  upon  the  basis  of  the  figures  which  they 
showed  to  me,  that  they  could  not  afford  to  keep  that  office  open ; 
there  was  no  doubt  of  it.  They  showed  me  the  income  of  that 
office,  they  showed  me  the  outgo  of  that  office;  that  office  was 
being  run  at  a  loss;  I  had  to  admit  it.     On  the  other  hand,  I 
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desire  to  call  your  Committee's  attention  to  this  situation:  There 
are  probably  thousands,  if  not  tens  of  thousands,  of  telegraph 
offices  throughout  the  country  that  do  not  pay,  and  the  telegraph 
company  could  not  conduct  its  business  profitably,  though  it  does 
as  a  whole,  unless  it  had  those  offices  as  feeders,  so  you  see  that 
there  was  something  wrong  about  the  bookkeeping  which  demon- 
strated to  us  that  a  community  of  75,000  people  could  not  be 
served  on  Sunday;  but  I  had  to  take  their  word  for  it.  I  had 
no  power  to  subpoena  witnesses.  I  had  no  power  to  go  behind 
the  returns;  I  had  no  power  to  look  at  their  books,  and  that  is 
a  thing  that  we  are  asking  your  Committee  to  report  in  favor 
of  bringing  about;  putting  the  telegraph  company  under  the 
jurisdiction  of  a  commission  which  will  have  power  to  find  just 
these  facts  which  we  have  not  power  to  find  out.  Turning  to  the 
telephone  company,  the  situation  with  reference  to  this  point  is 
even  more  important.  I  will  not  take  the  time  of  the  Committee 
and  delay  it  by  going  over  any  list  of  the  varied  and  many,  almost 
numberless,  complaints  that  come  in  with  reference  to  the  tele- 
phone company,  from  the  placing  of  a  pole  before  your  house  or 
the  putting  of  a  wire  upon  your  house,  to  the  failure  of  the  girl 
to  answer  you  politely  when  you  make  a  call,  but  will  confine 
myself  in  the  case  of  the  telephone  — 

Chairman  Davis:  Did  the  telegraph  company  open  their  office 
afterwards  ? 

Mr.  CoLVix :  I  must  apologize  for  not  stating  that  they  did ; 
some  time  after  about  two  months,  we  having  kept  this  fight  up, 
they  did  open  the  office  on  Sunday,  and,  I  believe,  it  is  still  open 
on  Sunday.  Referring  back  again  to  the  subject  of  the  telephone 
company,  I  will,  as  I  said,  call  the  Committee's  attention  to  a 
single  instance  —  that  of  tariffs.  We  are  paying  as  your  Com- 
mittee knows,  a  ten  cent  tariff  from  Brooklyn  to  New  York,  a 
rental  the  telephone  company  has  reduced  to  many  outlying  su- 
burban localities,  but  not  to  Brooklyn.  Now,  more  than  a  year 
ago,  I  took  up  with  Mr.  Kahn  —  this  was  before  the  consolida- 
tion, while  it  was  the  New  York  and  New  Jersey  Telephone 
Company  —  I  took  up  with  Mr.  Kahn,  the  general  manager  on 
the  Brooklyn  side  of  the  Brooklyn  company,  the  general  subject 
of  reducing  our  tariffs.     The  gi-eat  bulk  of  our  poj^ulation  in 


612  [Senate 

Brooklyn  do  business  in  New  York.  We  cannot  understand  why 
there  should  be  such  a  discrimination.  You  pay  your  rental 
for  the  telephone  company,  and  if  you  want  to  make  a  call,  no 
matter  how  much  money  you  are  paying  the  company  for  tele- 
phone tariffs,  even  the  large  corporations  like  the  title  companies, 
pay  their  10  cent  tariff  the  minute  they  cross  the  river.  At 
that  time  Mr.  Kahn  urged  two  reasons  why  he  could  not  give  us 
that  reduction.  And  I  ^vant  to  say,  in  passing,  that  in  all  my 
dealings  with  the  Xew  York  and  New  Jersey  Telephone  Com- 
pany, I  have  met  with  uniform  courtesy,  and  Mr.  Kahn  has 
gone  out  of  his  way  to  help  our  association  as  far  as  he  could 
under  the  circumstances.  He  has  come  out  to  our  meetings;  he 
has  listened  to  our  complaints;  upon  one  occasion  we  had  a 
special  meeting  at  which  I  presided  with  my  committee,  and  W6 
spent  a  whole  evening  thrashing  out  the  complaints  of  our  locality, 
and  Mr.  Kahn  was  there,  with  his  assistants,  ready  to  answer  any 
complaints  made. 

Chairman  Davis:  What  is  Mr.  Kahn's  position? 

Mr.  CoLvix:  Mr.  Kahn  at  that  time  was  general  manager  of 
the  Brooklyn  company  —  I  can't  tell  you  now,  because,  since 
the  consolidation,  I  have  not  learned;  he  still  is  practically  in 
the  same  position  in  the  Brooklyn  office,  but,  I  presume  likely, 
the  company  having  been  consolidated,  Mr.  Kahn  has  a  superior 
now,  because  I  understand  it  is  the  New  York  Telephone  Com- 
pany, and  it  is  all  one  concern.  While  I  believe  Mr.  Kahn  has 
helped  us  as  much  as  he  could,  he  has  been  laboring  under  the 
usual  difficulties  of  a  man  who  represents  a  corporation  which 
is  looking  primarily  for  dividends,  and  frequently  —  although 
I  cannot  answer  in  this  individual  case,  because  I  have  neither 
had  time  nor  opportunity  for  investigation  —  frequently  is  try- 
ing to  pay  dividends  on  a  good  deal  more  money  than  is  invested 
in  the  business.  However,  in  this  question  of  rates,  Mr.  Kahn 
has  said  to  me  that  he  could  not  give  us  that  reduction  for  two 
reasons:  First,  that  the  New  York  and  the  New  Jersey  com- 
panies were  two  separate  corporations,  consequently  there  were 
two  se])arate  budgets  of  expense  for  administration,  and  the 
tariff  had  to  be  split  up,  so  that  it  was  impossible  to  reduce  that 
tariff.  Now,  that  objection  has  been  removed  since  the  time  of 
that  conversation;  since  the  time  that  objection  was  raised  the 
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companies  have  become  one  company,  so  that  objection  no  longer, 
could  be  raised.  He  also  raised  the  objection  that  the  city's 
charges  for  cables,  the  bridge  rentals  for  transportation  of  their 
cables  and  for  the  carrying  of  their  cables  across  the  river  in 
one  way  or  another,  and  the  expense  of  maintenance  was  so 
extremely  high  that  they  could  not  afford  to  give  us  this  reduced 
rate. 

Chairman  Davis:  Did  your  committee  investigate  that  state- 
ment and  find  out? 

Mr.  Colvin:  We  are  not  in  a  position  to  investigate  further 
than  what  the  gross  outlay  of  the  company  is  in  those  directions. 
We  find  that  outlay  is  enormous,  but  we  also  find  that  the  income 
of  the  company  is  enormous. 

Chairman  Davis:  More  enormous. 

Mr.  CoLViN :  Yes,  more  enormous,  much  more,  we  believe,  but 
without  being  able  to  get  at  the  details  of  their  business,  the 
details  of  the  contracts,  the  details  of  where  their  income  goes> 
and  where  the  outgo  of  the  company  is  placed,  whether  it  is  paid 
in  enormous  salaries,  whether  it  is  wasted,  or  paid  for  other 
things,  those  facts  upon  which  depend  the  question  as  to  whether 
or  not  they  are  earning  aa  undue  amount  of  money  even  though 
they  are  not  declaring  undue  dividends,  are  something  that  we 
cannot  discover.  Mr.  Kahn  has  informed  me  that  some  merchant's 
association  made  an  investigation  of  their  company  and  gave 
them  a  clean  bill  of  health,  stating  that  they  were  only  earning 
such  and  such  a  dividend;  that  that  was  all  they  were  able  to 
earn  under  the  circumstances  under  which  they  were  doing  busi- 
ness. That  may  all  be  true,  but  I  would  a  good  deal  rather  have 
the  deliberate  judgment  of  a  body  of  experts  such  as  a  Public 
Service  Commission  appointed  by  the  Governor  with  power  to 
subpoena  witnesses  and  to  find  out  these  facts  for  themselves  —  I 
don't  know  how  this  investigation  was  conducted,  or  who  con- 
ducted it,  or  how  thorough  it  was,  or  what  interests  might  have 
been  behind  it.  Now,  that  is  our  experience  practically.  I 
come  to  you  representing  the  progressive  sentiment  of  one  of 
the  most  rapidly  growing  and  most  progressive  sections  of  the 
city  of  New  York.  I  believe  I  am  not  saying  too  much  when  I 
say  that  the  citizens  of  Flatbush  and  the  members  of  the  associa- 
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tion  which  I  represent  are  as  much  entitled  to  attention  at  the 
hands  of  a  committee  such  as  yours  and  of  the  Legislature  as 
any  representative  body  of  men  of  the  same  number  as  could 
be  gathered  together  in  the  city  of  New  York.  I  do  not  mean 
by  that  that  we  are  the  wealthiest ;  T  do  not  mean  that  we  have  the 
greatest  influence;  I  do  not  mean  that  we  have  any  especial  hold 
upon  your  Committee  or  the  Legislature.  I  do  mean  that  we 
are  almost  to  a  man  taxpayers^  that  we  are  business  men,  that  the 
committee  is  alive,  that  the  association  is  composed  of  men  who 
know  what  they  want  and  are  not  asking  for  unreasonable  things, 
and  that  the  association  is  composed  almost  to  a  man  of  people 
who  are  responsible  for  the  average  moral  tone  and  representa- 
tive thought  of  the  community.  That,  I  think,  is  what  we  are  all 
after,  the  opinion  of  those  kind  of  people,  and  it  is  our  opinion, 
unanimously,  in  the  association,  that  it  can  do  no  harm  to  a  cor- 
poration—  telegraph  or  telephone  corporation  —  which  intends 
to  serve  the  public  properly,  and  that  it  will  inevitably  do  great 
good  to  the  public  if  those  corporations  are  placed  under  the 
jurisdiction  of  the  Public  Service  Commission.  I  simply  want 
to  present  to  you  this  formal  resolution : 

Resolved,  That  the  Flatbush  Taxpayers'  Association  heartily  approves 
placing  the  telephone  and  telegraph  systems  under  the  control  of  the  Public 
Service  Commission. 

Resolved,  That  the  president,  vice-president  and  chairman  of  the  executive 
committee  be  authorized  to  present  these  resolutions  to  the  Legislative  Com- 
mittee of  the  State  of  New  York,  now  in  session  in  the  borough  of  Man- 
hattan. 

That  is  signed  by  John  J.  Snyder,  president.  Stephen  —  it 
is  rather  a  ridiculous  thing,  I  cannot  tell  you  the  name  of  our 
own  vice-president  off-hand,  although  I  know  him  very  well  per- 
sonally; he  does  not  write  legibly. 

Chairman  Davis  :  Skip  it  then. 

Mr.  Colvin:  And  Philip  S.  Tilden,  chairman  of  the  executive 
committee. 

Chairman  Davis  :  All  right,  Mr.  Colvin,  we  will  take  the  mat- 
ter up  later. 

Mr.  Colvin  :  Thank  you. 

Chairman  Davis:  Mr.   Page,   anything? 

Mr.  Page:  I  will  call  Mr.  Cuyler. 
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Theodore  L.  Cuyueb,  Jb.,  resumed. 

Chairman  Davis:  Mr.  Cuyler,  how  is  your  voice  this  morning! 
Mr.  Cuylee:  I  think  it  is  all  right,  Senator. 
Chairman  Davis:  A  little. fellow  just  half  your  size  just  left 
the  stand,  and  we  could  hear  him. 
Mr.  Cuyleb:  All  right,  sir. 

By  Mr.  Page: 

Q.  Mr.  Cuyler,  one  of  the  things  that  you  were  to  furnish 
to  the  Committee  was  the  date  on  which  the  plant  of  the  New 
England  Telegraph  Company  was  purchased  for  $50,000?  A. 
I  don't  remember  that,  Mr.  Page.  I  think  I  have  stated  some- 
where that  the  property  was  purchased  in  '97. 

Q.  In  '97  ?    A.  1897. 

Q.  I  don't  recall  that.    A.  Yes,  sir. 

Q.  That  was  the  date  it  was  purchased?  A.  I  understand 
that  was  the  date ;  yes,  sir. 

Q.  You  were  also  to  furnish  copies  of  contracts  with  the  other 
telegraph  companies  for  interchange  of  business ;  have  you  those  ? 
A.  I  have  those.      (Producing  papers.) 

Q.  These  are  copies?    A.  Yes,  sir. 

Q.  Not  originals?     A.  No,  not  originals. 

Mr.  Page:  One  a  copy  dated  the  31st  day  of  December,  1908^ 
between  the  New  England  Telegraph  Company,  a  corporaticsr 
organized  under  the  laws  of  the  State  of  New  York,  and  tli» 
Postal  Telegraph  Cable  Company,  a  corporation  organized  under 
the  laws  of  the  State  of  Connecticut. 

Q.  That  is  a  correct  copy  of  the  original  agreement?  A.  I 
understand  it  is. 

Q.  Have  you  compared  it?    A.  I  have  not. 

Q.  Do  you  know  that  it  has  been  compared?  A.  I  believe  it 
has ;  I  understand  it  has. 

Mr.   Page:  Will  you  mark  that   contract   for  identification. 

(Contract  referred  to  marked  Exhibit  No.  22  for  identifi- 
cation.) 

Mr.  Page:  Next,  a  contract  dated  December  31,  1907,  between 
the  Postal  Telegraph  and  Cable  Company,  No.  2,  a  corporation 
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dul\:  organized  aud  existing  under  the  laws  of  the  Commonwealth 
of  Pennsylvania,  and  the  New  England  Telegraph  Company,  a 
New  York  corporation. 

Q.  That  you  understand  is  a  correct  copy  of  the  original  con- 
tract between  those  two  companies?     A.  I  do. 

Mr.  Page:  I  will  have  that  marked  for  identification. 

(Contract  referred  to  marked  Exhibit  No.  23  for  iden- 
tification.) 

Mr.  Page:  Xext,  an  agreement  dated  January  1,  1907,  be- 
tween the  Postal  Telegraph  Company,  a  corporation  duly  organ- 
ized and  existing  under  the  laws  of  the  Commonwealth  of  Penn- 
sylvania, party  of  the  first  part,  and  the  New  England  Telegraph 
Company  of  New  York,  party  of  the  second  part. 

Q.  That  you  understand  to  be  a  correct  copy  of  the  original 
agreement?     A.  I   do. 

Mr.  Page:  Will  you  mark  that  for  identification? 

(Agreement  referred  to  marked  Exhibit  No.  24  for  iden- 
tification.) 

Q.  Next,  a  contract  dated  January  1,  1907,  between  the  Cham- 
plain  Telegraph  Company  —  that  is  a  New  York  State  corpora- 
tion?    A.  It  is. 

Q.  And  the  New  England  Telegraph  Company  —  a  New  York 
corporation  ?    A.  Yes,  sir. 

Q.  And  this,  you  understand,  is  a  correct  copy  of  the  original 
agreement  between  those  two  companies?     A.  I  do. 

Mr.  Page:  I  will  have  that  marked  for  identification. 

"  (Agreement  referred  to  marked  Exhibit  No.  25  for  iden- 

tification.) 

Mr.  Page  :  The  contracts  just  referred  to  are  marked  for  iden- 
tification in  the  order  in  which  they  have  been  marked  as  Ex- 
hibits 22,  23,  24  and  25.  Mr.  Chairman,  I  don't  know  as  I  care 
to  offer  these  in  evidence  until  I  have  an  opportunity  of  examin- 
ing them  and  seeing  if  they  are  of  sufficient  importance.  This 
last  mentioned  exhibit  — 

Chairman  Davis:  That  is  the  Champlain? 

Mr.  Page:  No.  25,  the  contract  between  the  New  England 
Telegraph  Company  of  New  York  and  the  Champlain  Tele- 
graph Company,  I  would  like  to  ask  in  regard  to  that. 
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Q.  I  will  ask  yon  if  the  Champlain  Telegraph  Company  is 
the  Cauadian  Compauy  which  you  mentioned  the  other  dayt 
A.  No. 

Q.  Is  there  a  Ca^adian  Company  with  which  you  have  a 
contract?     A.  No. 

Q.  The  four  contracts,  copies  of  which  are  Exhibits  22,  23, 
24  and  25,  are  the  only  contracts  which  the  New  England  Tele- 
graph Company  has  with  any  other  telegraph  company  in  regard 
to  exchange  of  service  ?  A.  I  understand  so,  but  I  would  like  to 
make  an  explanation,  that  I  did  not  prepare  the  contracts;  I  am 
only  submitting  them  at  your  request,  and  I  do  not  care  to  testify 
as  to  the  nature  of  them,  because  I  had  nothing  to  do  with  pre- 
paring them. 

Q.  That  is  to  say,  you  don't  know  if  there  are  other  contracts 
with  other  companies  or  if  there  are  not?     A.  No,  sir. 

Q.  You  don't  know  anything  about  that?    A.  No,  sir. 

Q.  Who  would  know  about  that?  A.  The  president  of  the 
company  would  know. 

Q.  Mr.  Nally?    A.  Yes,  sir. 

Q.  You  referred  to  a  contract  with  the  Pennsylvania  Com- 
pany; those  you  have  produced  here,  Exhibits  22  and  23,  being 
contracts  with  the  Postal  Telegraph  Company  No.  2,  and  the 
Postal  Telegraph  Company,  are  the  contracts  that  were  referred 
to ;  those  are  the  Pennsylvania  companies  that  you  had  in  mind  ? 
A.  They  are. 

Q.  What  is  the  difference  between  those  corporations,  do  you 
know;  are  they  both  operating  companies?  A.  Yes,  they  oper- 
ate in  different  territories. 

Q.  Are  you  an  officer  of  either  of  them?    A.  I  am,  treasurer. 

Q.  Of  both  ?    A.  Of  both. 

Q.  You  were  to  furnish  a  schedule  of  charges,  I  think,  for 
the  use  of  leased  wires;  have  you  that?  A.  We  have  no  such 
schedule. 

Q.  You  have  no  such  schedule?    A.  No. 

Q.  That  is  in  every  case  where  the  company  makes  a  lease  of 
a  wire  for  a  particular  service  or  a  private  service,  the  charge 
is  a  matter  of  contract  in  each  particular  case  ?  A.  I  understand  it 
is,  but  those  matters  of  contract,  I  would  like  to  say  I  have  noth- 
ing to  do  with  them ;  I  could  not  testify. 
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Q.  Mr.  ^N'ally  has  that  information  t  A.  Mr.  Nally  knows 
about  them. 

Q.  Do  you  know  who  accepts  service  in  case  of  a  suit  started 
against  the  Postal  Company  when  the  New  England  Company 
is  the  real  defendant  or  delinquent?    A.  I  don't  know. 

Q.  You  don't  know  how  that  is  brought  about?  A.  No,  sir; 
that  is  a  legal  matter  I  would  not  know  about. 

Q.  I  don't  know  but  what  you  said  that  the  other  day?  A.  I 
did,  Mr.  Page. 

Q.  Mr.  Nally  would  know  about  that  also?  A.  Well,  I  could 
not  tell  you. 

Q.  Did  you  find  out  who  could  tell  about  the  original  con* 
struction  of  the  lines?    A.  No,  I  did  not. 

Q.  Did  you  make  any  attempt  to  find  that  out?    A.  No. 

Q.  You  were  to  furnish  the  Committee  with  the  name  of  the 
person  who  could  tell  about  the  original  construction?  A.  I 
didn't*  know  that  I  was,  but  I  cannot  tell  you. 

Q.  I  read  from  the  stenographer's  minutes :  "  On  page  601 
there  is  a  reference  to  the  local  rates  which  the  New  England 
Telegraph  Company  charges.  That  is  not  an  easy  matter  to  ex- 
plain, although  the  managers  of  our  ofiices  have  no  difficulty  in 
figuring  it  out  from  the  tariff  book  which  we  issue,  a  copy  of 
which  I  leave  with  the  Committee."  You  did  not  leave  that  tariff 
book,  did  you?  A.  No,  I  did  not,  but  I  will  send  over  and  get 
it  now  if  you  would  like  to  have  me. 

Q.  And  this  question  was  asked:  "When  you  send  the  tariff 
book  over  will  you  send  the  sheet  ?    A.  Yes."    A.  I  said  I  would. 

Q.  "  Q.  With  the  explanation,  so  that  the  tariff  book  will  be 
intelligible  to  the  Committee  ?  A.  Yes."  Have  you  those  things 
here  ?  A.  I  really  forgot  that  I  think,  if  you  will  ask  Mr.  Nally 
he  can  tell  you  about  that,  perhaps. 

Q.  And  the  book  and  the  sheet  will  be  produced?  A.  It  will 
be. 

Q.  Showing  the  different  block  or  square  rate  ?  A.  The  square 
rate  they  call  it,  1  understand. 

Q.  This  question  was  asked:  "About  how  much  money  is 
transferred  in  the  course  of  a  year  from  special  account  to  the 
general  account?    A.  I  would  have  to  look  that  up  and  tell  you. 
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Quite  a  large  sum  of  money.  Q.  Could  jou  and  will  jou  look 
that  up  and  furnish  the  Committee  with  that  information  at  its 
next  session?  A.  I  will."  Have  you  that  information!  A.  I 
have. 

Q.  And  does  it  cover  a  period  of  five  years !    A.  ^N'o^  sir. 

Q.  I  read  the  next  question,  from  page  777 :  ^'And  let  your  in- 
formation cover  a  period  of  five  years,  if  you  will!  A.  Yes." 
A.  I  am  not  able  to  furnish  that  for  five  years. 

Q.  Why  not  ?  A.  Because,  in  the  first  place,  I  find  I  was  not 
the  treasurer  of  the  New  England  Telegraph  Company  prior  to 
June,  1907.  I  stated  that  I  had  been  treasurer  for  about  a  cer- 
tain number  of  years,  but  I  wish  to  make  a  correction  and  give 
you  the  date;  it  was  in  June,  1907. 

Q.  Have  you  the  books  of  the  company !    A.  I  have. 

Q.  All  of  the  accounts  and  the  treasurer's  books!    A.  I  have. 

Q.  Why  can't  you  take  those  figures  off  on  the  books  for  the 
period  before  you  were  treasurer!  A.  Well,  I  haven't  the  books 
before  that  time. 

Q.  Where  are  they !    A,  I  don't  know. 

Q.  Did  you  ever  see  them !    A.  I  never  did. 

Q.  What  was  your  position  with  the  company  before  you  were 
treasurer!    A.  Of  the  New  England  Telegraph  Company! 

Q.  Yes.  A.  I  was  treasurer  of  a  number  of  local  companies, 
but  did  not  happen  to  be  treasurer  of  the  New  England  Telegraph 
Company,  and  I  was,  at  one  time,  assistant  treasurer  of  the  Postal 
Telegraph  Cable  Company. 

Q.  Since  you  have  been  treasurer  of  the  New  England  Tele- 
graph Company,  have  you  ever  seen  any  of  the  books  of  account 
or  the  cash  accounts  of  the  company  that  were  kept  prior  to  your 
election  as  treasurer!    A.  I  never  have. 

Q.  They  are  not  in  your  office !    A.  They  are  not  in  my  office. 

Q.  Do  you  know  who  would  be  able  to  tell  the  Committee  where 
those  books  are !    A.  No,  I  do  not. 

Q.  Do  you  know  where  they  are !    A.  I  do  not 

Q.  Do  you  know  whether  or  not  they  have  been  destroyed !  A. 
I  don't  know  that. 

Q.  How  far  back  does  your  information  go  in  regard  to  the 
cash  receipts  of  the  New  England  Company!  A.  According  to 
these  books,  in  1907.    These  books  only  have  this  year's  business 
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in,  Mr.  Page;  we  must  have  a  record  of  them  during  that  time 
in  some  shape,  I  mean,  prior  to  this,  in  some  shape. 

Q.  These  are  only  this  year's  business?     A.  Yes,  sir. 

Q.  And  these  are  all  you  have?    A.  Yes,  sir. 

Q.  I  want  to  get  that  on  the  record  so  as  to  frame  up  a  record* 
Mr.  Cuyler,  you  have  produced  a  book  which  appears  to  be  the 
journal  of  the  New  England  Telegraph  Company  ?    A.  I  have. 

Q.  And  on  what  date  does  that  begin  ?    A.  On  January  1, 1909» 

Q.  I  think  you  want  to  correct  that  ?  A.  Do  I  ?  Well,  perhaps 
I  do.    Oh,  yes.    I  thought  there  must  be  some  mistake  about  that. 

Q.  Evidently  that  is  the  date  that  that  book  begins  ?  A.  In 
January,  1908,  would  be  the  answer  to  that 

Q.  January  31st?    A.  January  31,  1908. 

Q.  You  have  also  produced  a  ledger?    A.  Yes. 

Q.  And  on  what  date  do  the  accounts  in  that  book  begin?  A. 
January  1,  1909. 

Q.  You  have  also  produced  the  cash  book  of  the  New  England 
Telegraph  Oompany  ?    A.  Yes. 

Q.  And  on  what  date  does  that  begin  ?    A.  January  1,  1908. 

Q.  And  does  this  cash  book  which  you  have  produced  show 
correctly  all  of  the  amounts  of  cash  that  you  have  received  as 
treasurer,  since  January  1,  1908  ?    A.  Yes. 

Q.  Giving  the  source  of  those  items  ?    A.  Yes. 

Q.  And  the  date?    A.  Yes. 

Q.  And  the  amount  of  each  one  correctly  stated?    A.  Yes. 

Q.  Has  the  New  England  Telegraph  Company  any  other  cash 
book  covering  the  same  period  as  this  ?  A.  No ;  no  cash  book ;  1 
would  like  to  make  an  explanation  if  you  will  allow  me. 

Q.  Certainly.  A.  I  keep  what  is  known  as  a  blotter  with  en- 
tries as  the  moneys  come  in,  and  then  it  is  passed  to  the  book  of 
record  which  you  have  there. 

Q.  And  that  is  the  only  record  that  is  made  of  the  cash  as  it 
comes  in  ?    A.  That  is  right 

Q.  Is  the  record  in  what  you  call  the  blotter  ?  A.  Yes,  simply 
a  memorandum  book. 

Q.  Then  the  blotter  is  posted  to  this  ledger  ?    A.  Yes. 

Mr.  Page  :  Just  mark  the  cash  book  for  identification. 

(Cash  book  marked  Exhibit  26,  for  identification.) 
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Q.  Are  the  items  in  the  blotter  posted  to  any  other  book  than 
the  cash  bookt    A.  No. 

Q.  Does  the  cash  book  show  the  disposition  made  of  the  cash 
which  you  received?  A.  Well,  that  is  posted  into  the  ledger, 
and  that  shows  it. 

Q.  That  is  posted  into  this  book  which  you  have  produced! 
A.  Yes. 

Mr.  Page  :  I  will  ask  to  have  the  ledger  marked  for  identifica- 
tion. 

(Ledger  marked  Exhibit  27  for  identification.) 

Q.  So  that  the  items  of  cash  are  posted  from  the  cash  book. 
Exhibit  26,  into  the  ledger,  Exhibit  27  ?    A.  Yes,  sir. 

Q.  What  other  record  is  made  of  them?    A.  No  other  record. 

Q.  That  completes  it?    A.  Yes. 

Q.  And  these  three  books  and  the  blotter  which  you  speak  of 
are  the  only  books  of  account  which  are  kept  by  the  New  England 
Telegraph  Company?    A.  The  only  ones. 

Q.  The  cash  book  is  a  record  kept  as  an  account*  practically 
between  yourself  as  treasurer  and  the  company?    A.  Yes. 

Q.  In  which  you  charge  yourself  with  the  amoimts  received, 
and  credit  yourself  with  the  amounts  paid  out  ?  A.  Yes.  Instead 
of  dissecting  the  books,  if  you  will  allow  me,  I  will  make  an 
explanation  as  to  the  money  of  the  New  England  Telegraph  Com- 
pany that,  I  think,  will  be  satisfactory  to  you. 

Q.  Gro   ahead   and  make  your   explanation.     A,  The  money 
received  from  the  offices  of  the  New  England  Telegraph  Company 
is  deposited  in  an  account  in  New  York  city  known  as  the  "  Spec- 
ial Land  Line  accoimt." 
'  Q.  Just  let  mcf  interrupt  you,  if  you  will.    A.  Yes. 

Q.  You  were  to  produce  the  pass  book  or  bank  book  of  that 
account?  A.  I  did  hot  see  that  in  the  stenographer's  minutes, 
but  I  can  do  it. 

Q.  Then  the  stenographer  must  be  at  fault,  because  I  remember 
distinctly  asking  that.  A.  I  can  do  that.  Shall  I  go  ahead  with 
my  explanation? 

Q.  Yes,  go  ahead  with  your  explanation.  A.  Money  is  de- 
posited in  that  account,  and  then  for  the  necessary  expenses  of  the 
New  England  Telegraph  Company  I  draw  money  back  from  that 
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account,  and  the  money  is  used  in  paying  the  expenses  of  running 
the  New  England  Telegraph  Company,  The  difference  between 
what  the  company  puts  in  and  takes  out  is  the  percentage  that 
goes  to  the  Connecticut  Company,  84  per  cent. 

Q.  That  is;  the  Connecticut  Company  is  entitled  to  84  per  cent 
of  the  gross  receipts  of  the  New  England  Telegraph  Company? 
A.  Under  the  contract,  yes. 

Q.  Is  there  any  reason  for  that  other  than  the  contract  ?  A.  I 
know  of  none. 

Q.  What  is  the  reason  given  in  the  contract?  A.  I  could  not 
explain. 

Q,  You  don't  know  why  that  is  given?  A.  I  do  not;  I  did 
not  make  the  contract. 

Q.  How  does  it  happen  that  each  year  the  difference  between 
what  you  put  into  the  Special  Land  Line  account  and  what  you 
draw  out  for  the  ordinary  expenses  and  disbursements  of  the  New 
England  Telegraph  Company,  amounts  to  just  34  per  cent  of 
the  gross  business ;  that  is,  the  gross  business  of  the  New  England 
Telegraph  Company?  A.  Well,  it  is  supposed  to  under  the  con- 
tract; yes,  that  is  right. 

Q.  Maybe  I  didn't  state  that  clearly  ?    A.  Perhaps  you  didn't 

Q.  You  take  in  a  certain  sum  each  year  in  the  New  England 
Telegraph  Company,  and  deposit  it  to  the  Special  Land  Line 
account?    A.  Yes. 

Q.  You  don't  draw  out  anything  for  that  account  excepting 
what  you  require  for  the  ordinary  disbursements  of  the  New 
England  Telegraph  Company?     A.  No. 

Q.  Now,  how  does  it  happen,  and  has  it  happened  in  each 
year  since  you  have  been  treasurer,  that  the  difference  between  the 
amount  which  you  put  in  and  the  amount  which  you  draw  out 
is  just  34  per  cent,  of  the  gross  business  of  the  New  England 
Company?    A.  That  is  the  way  I  understand  it,  yes. 

Q.  Well,  if  you  understand  it  that  way,  I  wish  you  would 
explain  how  it  is  that  it  happens  like  that  ?    A.  I  cannot. 

Q.  Do  you  know  of  anyone  else  that  understands  it  that  way? 
A.  That  is  done  in  accordance  with  the  contract 

Q.  So  you  stated;  I  am  not  talking  about  the  contract,  I  am 
talking  about  the  facts ;  can  you  explain  why  it  is  that  the  differ- 
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ence  between  what  you  put  into  that  account  and  what  you  draw 
out  for  expenses  is  just  34  per  cent,  of  the  gross  income?  A. 
Why,  that  money  is  left  in  the  Special  Land  Line  account,  and 
is  not  taken  out,  and  the  balance  is  taken  out  for  expenses  of  the 
New  England  Telegraph  Company. 

Q.  Do  you  always  draw  out  for  expenses  of  the  New  England 
Telegraph  Company  exactly  66  per  cent,  of  your  gross  receipts? 
A.  That  is  the  way  the  figures  show ;  yes,  sir. 

Q.  And  they  always  show  that,  do  they?     A.  They  ought  to. 

Q.  Do  they?    A.  I  believe  they  do. 

Q.  How  do  you  manage  to  adjust  your  expenses  so  that  they 
will  be  exactly  66  per  cent,  of  the  gross  receipts?  A.  I  could 
not  say  about  that 

Q.  Do  you  have  some  special  adjusting  account  that  enables 
you  to  do  that  ?    A.  No,  not  that  I  know  of. 

Q.  On  January  1st,  according  to  the  cash  book,  your  treas- 
urer's account,  Exhibit  26,  you  appear  to  be  debited  with  a  bal* 
ance  of  $2,072.93,  what  does  that  mean  ?  A.  Balance  of  cash  on 
hand.  Special  Land  Line  account,  credit  of  the  New  England 
Telegraph  Company. 

Q.  Does  it  mean  just  that?    A.  Yes. 

Q.  That  does  not  mean  that  that  was  the  cash  which  you 
had  on  hand  from  the  previous  year's  business,  which  you  had 
not  deposited  ?    A.  No,  it  means  what  I  have  stated. 

Q.  Yon  are  absolutely  certain  of  that  ?  A.  I  am  quite  certain 
of  it 

Q.  Why  weren't  you  credited  with  it ;  don't  you  get  credit  when 
you  deposit  to  the  Special  Land  Line  account?  A.  Why  don't 
I  get  credit  for  it  ?    I  don't  understand  the  question. 

Q.  .When  you  depo&it  money;  to  ^the  credit  of  the  Special  Land 
Line  account,  you  are  credited  with  the  amount  of  the  deposit, 
aren't  you?  A.  You  mean  the  New  England  Telegraph  Com- 
pany? 

v^.   X  es.    xV.  X  eSa 

Q.  You,  as  treasurer ;  this  cash  book  is  an  account  with  you,  as 
treasurer,  it  is  headed  '^  treasurer's  account "  ?  A.  Yes,  that  is 
right. 

Q.  And  you  stated  a  little  time  ago  that  you  were  charged 
with  those  amounts  when  they  were  received  by  you  —  you  were 
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credited  with  tfiem  when  they  were  deposited?  A.  When  they 
were  paid  out. 

Q.  Not  when  they  are  deposited  ?    A.  No. 

Q.  You  are  not  charged  with  them  when  they  are  deposited? 
A.  No;  I  just  make  deposits  of  the  money  of  the  New  England 
Telegraph  Company  as  I  get  it  in,  and  then,  when  it  is  paid 
out  it  is  entered  on  the  books  of  record. 

Q.  On  January  31st,  which  is  the  next  item  in  the  book,  appears 
this  item:  January  31st,  to  C.  C.  &  T.  C!o.,  Cash  on  L.  W. 
service,  or  S.  R.  C,  I  think  it  is,  what  does  that  mean  ?  A.  Will 
you  repeat  that  ? 

Q.  January  31,  to  C.  C.  &  T.  Co.,  Cash  on  L.  W.,  S.  V.  C.  or 
S.  R.  C.  ?  A.  Well,  I  don't  know  that  I  can  explain  that  exactly ; 
the  bookkeeper  can  probably  do  that.  You  know  I  don't  make 
the  entries  in  these  books  myself. 

Q,  Do  you  look  after  them  at  all?  A.  Yes,  I  look  at  them 
when  it  is  necessary. 

Q.  On  the  same  day  there  is  an  item:  To  stations  cash  from 
ofEces.  A.  That  means  stations  of  the  New  England  Telegraph 
Company,  offices  of  the  New  England  Telegraph  Company. 

Q.  That  means  that  on  the  31st  of  January,  there  was  entered 
up  in  one  item  all  of  the  moneys  which  you  had  received  during 
the  month  from  the  agents?     A.  That  is  right. 

Q.  Does  that  mean  that  the  items  in  there  is  the  gross  amount 
that  the  various  agents  had  collected  ?  A.  That  means  that  is  the 
amoimt  that  belongs  to  the  New  England  Telegraph  Company. 

Q.  That  is'  the  amount  transmitted  by  the  agents  after  deduct- 
ing their  wages  and  wages  of  employes,  and  office  expenses,  for 
rent,  light,  heat?    A.  Yes. 

Q.  And  stationery  and  incidentals  of  that  sort?    A.  Yes. 

Q.  So  that  the  item  of  January  31st:  To  stations,  cash  from 
offices,  $146,870.18,  means  that  you  received  that  in  actual  cash 
or  checks,  or  drafts,  from  the  various  agents  after  they  had  de- 
ducted their  local  expenses  ?    A.  Well,  no ;  I  should  not  say  that 

Q.  You  did  say  it  a  minute  ago,  why  shouldn't  you  say  it 
again?  A.  Well,  I  understand,  if  you  look  at  the  other  side, 
you  will  find  that  there  have  been  payments  made  to  stations, 
and  these  arc  made  up,  Mr.  Page,  this  book  and  these  entries  are 
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made  from  the  reports  that  come  from  the  offices  throughout  the 
State  of  New  York,  and  they  make  that  up,  and  that  shows  the 
money  they  have  taken  in,  and  then  on  the  other  side  they  are 
charged  with  the  expenses. 

Q.  Well,  how  about  this  C.  C.  &  T.  Co.,  what  is  that?  A-  I 
cannot  explain  that  particular  item. 

Q.  What  do  the  initials  C.  C.  &  T.  Co.  stand  for,  what  do  vhey 
mean?    A.  I  really  don't  know  what  that  entry  is. 

Q.  Did  you  ever  look  at  this  book  ?  A.  Yes,  I  have  looked  at 
the  book. 

Q.  Do  you  ever  look  at  your  accoimt?     A.  Yes. 

Q.  Do  you  pretend  to  know  what  they  mean?  A.  Yes,  I  try 
to;  but  I  have  a  good  many  things  to  do,  and  I  can't  tell  about 
every  single  little  item.  I  have  to  rely  upon  the  bookkeepers  to 
do  that. 

Q.  What  do  you  have  to  do?  A.  Why,  I  handle  the  general 
affairs  of  those  local  companies  of  the  Postal  Telegraph  system, 
sign  checks  — 

Q.  And  look  after  the  general  affairs  of  the  entire  Postal  ?  A. 
I  mean  the  general  financial  affairs.  I  don't  mean  to  say  the  gen- 
eral affairs,  because  I  don't. 

Q.  You  look  after  the  general  financial  affairs  of  the  entire 
telegraph  system?  A.  I  do.  Well,  not  all  of  them;  there  may 
be  an  exception. 

Q.  Well,  how  many  of  them?  A.  Well,  a  large  number  of 
them. 

Q.  How  many  of  them  are  there  altogether?  A.  Thirty  or 
forty  local  companies.  \ 

Q.  Nearer  forty  than  thirty,  isn't  it?    A.  Probably. 

Q.  How  would  thirty-nine  do?  A.  Well,  that  would  do  all 
right,  if  you  counted  them  up. 

Q.  I  notice  on  February  29th,  there  is  a  similar  item.  Can 
you  explain  that  ?    A.  No,  I  cannot. 

Q.  That  item  on  January  Slst  debited  you  with  $7,538.50 ;  on 
February  29th,  a  similar  item  debited  you  with  $6,937.85;  on. 
the  31st  of  March,  these  same  mysterious  initials  are  repeated, 
and  you  are  debited  with  $7,682.71 ;  on  April  30th,  they  are  again 
repeated,  and  you  are  debited  with  $7,413.68.    So,  according  to 
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that,  if  that  runs  all  through  the  year  like  that,  you  are  receiving 
about  $84,000  or  $85,000  from  that  source.  The  Committee,  I 
think,  would  very  much  like  to  know  what  that  source  is.  It 
seems  to  be  a  fruitful  source  of  income.  A.  Yes,  Mr.  Page. 
Well,  now,  if  you  would  like  to  go  into  a  dissection  of  those 
books,  I  will  have  the  bookkeeper  come  over  and  explain  them 
to  the  Committee. 

Q.  Can't  you  explain  that  item  ?    A.  No,  I  cannot. 

Q.  Who  is  the  bookkeeper  that  can  ?    A.  His  name  is  Hall. 

Q.  His  name  is  what  ?    A.  Hall. 

Q.  And  what  is  his.  first  name?     A.  Kobert. 

Q.  Kobert  Hall  ?    A.  Yes. 

Q.  On  June  30th,  an  item  appears  to  P.  T.  &  C.  Co.,  cash  on 
L.  W.  S.  V.  C,  $6,539.68.  Have  you  any  idea  what  that  relates 
to  ?  A.  Let  me  look  at  that,  please.  Those  are  receipts  from  the 
Pennsylvania  companies. 

Q.  That  is  the  receipts  from  the  Pennsylvania  companies?  A. 
Yes. 

Q.  What  is  this  one?  A.  That  must  be  leased  wires.  This 
must  be  leased  wire  divisions,  that  is  what  they  are.  Division 
of  leased  wires;  but  I  don't  know  what  those  initials  refer  to 
there. 

Q.  .Then;  you, say  that  the  items  I  have  read  to  you  arfe  items 
of  income  from  leased  wire  service  but  you  don't  know  what  the 
initials  refer  to  ?    A.  No,  I  do  not. 

Q.  On  January  31,  appears  an  item  crediting  you  by  stations, 
cash  to  office,  $103,283.85  ?    A.  That  is  expenses  of  the  office. 

Q.  Is  that  money  that  ever  came  into  your  hands  ?    A.  Yes,  it 

must,  unless  —  I  want  to  qualify  that  —  unless  it  is  a  question 

-of  —  unless  it  is  taken  from  the  monthly  reports  from  tlie  office; 

it  may  be  that  that  is  an  entry  of  the  expense  of  the  office  taken 

from  the  monthly  reports. 

Q.  Which  they  have  deducted  ?    A.  Well,  which  is  put  on  there, 

yes. 

Q.  But  which  the  superintendents  or  other  persons  in  charge 
of  the  office  have  deduct^d  from  the  cash  which  they  have  col- 
lected ?    A.  No.    That  is  a  statement  of  cash  — 

Q.  That  is  what  you  have  sent  out.  You  have  drawn  checks 
for  that  amount  ?    A.  Not  all  of  it ;  no. 
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Q.  What  part  of  it  don't  you  draw  checks  for?  A.  The  pari 
covered  by  the  monthly  report  which  statea  that  the  expenaes 
are  so  much  and  the  receipts  are  so  much,  and  they  are  put 
on  the  books  of  record  in  that  way. 

Q.  So  that  you  are  not  charged  with  the  amounts  that  the 
agents  hold  back  to  pay  their  expenses.  This  item  is  for  expenses 
in  the  office  here  in  New  York  that  you  do  pay,  is  that  right! 
A.  Well,  will  you  repeat  the  question,  Mr.  Page  ? 
.  Q.  I  will  ask  it  in  a  different  form.  Does  this  amount  which 
appears  in  the  item  by  stations,  cash  to  office,  $103,283.85^  mean 
that  that  is  what  you  have  Actually  paid  out  by  the  check  of 
yourself  as  treasurer  of  the  New  England  Company  to  pay  ex- 
penses of  the.  office  in  New  York,  or  any  other  office  ?  A.  I 
couldn't  say  actually  without  asking  for  further  information. 

Q.  Do  you  pay  the  expenses  of  the  New  York  office  ?    A.  Yes. 

Q.  By  your  own  check,  as  treasurer  ?  A.  Well,  not  throughout 
the  State,  except  where  the  office  — 

Q.  I  am  referring  to  the  city  of  New  York  ?  A.  Yes.  I  don't 
pay  it;  I  turn  the  money  over  to  the  qashier. 

Q.  Does  he  pay  by  check  or  cash?  A.  You  mean  salaries? 
Oh,  both  check  and  cash. 

Q.  How  is  the  rent  paid  for  the  New  York  office,  by  check? 
A.  By  the  cashier's  check. 

Q.  By  the  cashier  in  currency  ?     A.  No,  in  check,  I  think. 

Q.  In  check?    A.  Yes. 

Q.  Where  does  he  get  his  money  ?    A.  From  me. 

Q.  Do  you  draw  your  check  to  the  order  of  the  cashier?  A. 
I  do. 

Q.  Once  in  each  month  ?  A.  Oh,  no,  he  draws  money  weekly 
during  the  month,  the  oashier  in  New  York  city. 

Q.  Now,  for  what  purpose  does  the  cashier  draw  money  from 
you  as  treasurer?  A.  For  the  purpose  of  paying  rent,  salaries, 
and  things  of  that  kind ;  various  disbursements. 

Q.  Applying  them  to  what  office  ?    A.  I  beg  your  pardon  ? 

Q.  Applying  those  payments  to  what  office  ?  A.  Oh,  all  through- 
out the  city  of  New  York. 

Q.  And  in  Brooklyn  ?    A.  And  in  Brooklyn. 

Q.  Anywhere  else  in  this  State  ?    A.  No,  not  anywhere  else. 
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Q.  Are  you  charged  in  this  account  with  the  moneys  that  the 
agents  in  the  various  parts  of  the  State  outside  of  New  York  and 
Brooklyn  expend  for  office  rent  and  salaries?  A.  Oh,  yes;  that 
all  forms  part  of  the  accounts  of  the  record,  yes. 

Q.  Are  you  charged  in  your  cash  account  or  treasurer's  account 
with  those  amoimts  ?  A.  I  couldn't  say  positively.  I  would  have 
to  look  it  up. 

Q.  What  do  you  think  about  it  ?    A.  Yes,  I  think  so. 

Q.  You  think  you  are  charged  with  all  of  those  ?    A.  I  think  so. 

Q.  Why  ?  A.  Well,  because  they  f orni  part  of  the  business  of 
the  New  England  Telegraph  Company. 

Q.  True  enough,  they  form  part  of  the  business  of  the  New 
England  Telegraph  Company.  But  they  don't  form  a  part  of  the 
cash  that  comes  to  your  handd  ?    A.  No,  that  is  right. 

Q.  Now,  does  this  cash  account  .whi<A  you  have  brought  here 
represent  an  accurate  account  of  th^  cash  receipts  that  come  ta 
your  hands,  or  does  it  represent  something  else?  A.  Well,  it  is 
partly  made  up  from  one  source  and  partly  from  another. 

Q.  Now,  will  you  answer  the  question  that  I  asked?  The 
stenographer  will  read  it  to  you.  (Question  repeated.)  A.  Well, 
it  is  hard  for  me  to  answer  that  question  yes  or  no. 

Q.  Well,  if  it  represents  something  else  or  something  in  addi- 
tion to  that,  what  does  it  represent  in  addition  to  an  accurate 
account  of  the  cash  which  you  receive  ?  A.  As  treasurer,  they  are 
put  on  the  books  and  that  is  the  treasurer's  account.  That  is  all 
I  can  say  about  it. 

Q.  Did  you  originate  this  plan  of  keeping  the  account  ?  A.  No, 
I  didn't. 

Q.  Do  you  know  what  the  plan  is?    A.  Keeping  the  accoimts? 

Q.  Keeping  th6  accounts  of  the  New  England  Telegraph  Com- 
pany ?    A.  I  think  so. 

Q.  Will  you  inform  the  Committee  as  to  just  what  that  plan 
is  ?  A.  Why,  I  have  tried  to  explain  the  method,  but  I  don't 
seem  to  have  succeeded. 

Q.  No,  you  certainly  haven't.  A.  And  before  I  go  any  further, 
I  would  rather  have  someone  here  who  makes  the  entries  in  th6se 
books,  and  I  tliink  maybe  they  could  satisfy  the  Committee  better 
than  I  can. 
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Q.  Well,  doesn't  it  seem  a  little  strange  that  you,  as  treasurer, 
are  unable  to  explain  how  the  treasurer's  particular  cash  account 
is  kept  ?    A.  Yes. 

Q.  More  than  strange,  isn't  it  ?    A.  Yes. 

Q.  Now,   let  us  go  back  to  that  original  proposition.     The 
agents,  you  have  stated  several  times  —  take,  for  instance,  the 
agent  in  Buffalo  —  receives  a  certain  amount  of  money,  or  an 
uncertain  amount  of  money.    He  receives  sums  during  the  month 
of  January.     During  the  month  of  January  he  pays  out  sums. 
He*  pays  out  to  operators,  is  that  correct  ?    A.  Yes, 
Q.  He  also  pays  rental  ?    A.  Yes. 
Q.  Out  of  the  moneys  that  he  collects  ?     A.  Yes. 
Q.  He  pays  for  lights  ?    A.  Yes. 
Q.  He  pays  for  heat  ?    A.  Yes. 
Q.  He  pays  his  own  salary  ?    A.  Yes. 
Q.  He  pays  for  stationery?    A.  Yes. 

Q.  The  balance  that  he  has  left  is  transmitted  to  you  ?    A.  Yes. 

Q.  Are  you  charged  with  that  balance,  or  are  you  charged  with 

be  total  amount  that  he  has  collected?     A.  The  total  amoimt 

tat  he  has  collected  are  the  figures  that  go  in  the  books  of  record. 

Q.  So  that  you  are  actually  charged  with  the  total  amount  that 

h Aas  collected  ?    A.  Yes. 

(.  So  that  if  the  amounts  which  he  disburses  are  less  than 
wha  he  receives  or  he  has  disbursed,  you  might  be  in  trouble 
with^he  company,  might  you  not?  You  would  be  charged  with 
sums  or  which  you  would  have  no  voucher?  A.  Well,  he  sends 
in  a  mnthly  report  and  that  explains  it 

Q-  Ad  on  the  strength  of  that  explanation,  you  are  perfectly 
willing  •)  be  charged  with  the  gross  amount  of  his  receipts? 
A.  Yes. 

Q.  No  \atter  where  they  have  gone  to  ?  A.  They  are  shown 
by  the  repois.    The  reports  show  just  what  became  of  the  money. 

Q.  And  ^y  are  charged  up  to  you  as  cash  received  by  you? 
A.  Well,  the^itry  is  made  on  the  books ;  that  is  all  I  can  say. 

Q.  What  dthe  entries  on  the  books  mean  if  they  don't  mean 
that  those  am<]tits  are  charged  to  you  as  treasurer  ?    A.  They  do. 

Q.  They  me^  just  that,  don't  they  ?    A.  Yes. 
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Q.  So  that  the  book  which  you  produced  here  as  a  cash  book 
isn't  a  cash  book  at  all,  so  far  as  your  receipts  as  treasurer  are 
concerned  ?    A.  Well,  I  wouldn't  like  to  say  that. 

Q.  It  is  a  fact,  isn't  it?  A.  It  is  not  all  cash.  It  is  a  cash 
and  — 

Q.  Then  why  not  say  so  ?    A.  And  entries. 

Q.  You  are  charged  here  with  items  that  you  never  have  seen. 
You  are  charged  with  moneys  that  never  came  into  your  hands, 
isn't  that  true  ?    A.  I  believe  it  is. 

Q.  Do  you  know  whether  it  is  or  not?  A.  Yes,  sir,  I  under- 
stand that  that  is  so. 

Q.  On  the  same  day  is  an  item,  "  G.  H.  Usher,  cash  to  superin- 
tendent." Have  you  any  idea  what  that  is  for  ?  A.  What  is  the 
entry  ? 

Q.  "  January  21,  G.  H.  Usher,  cash  to  superintendent."  A. 
Why,  that  is  a  payment  made,  probably,  to  a  superintendent. 

Q.  Who  is  G.  H.  Usher?  A.  He  was  superintendent  here  in 
New  York  city,  in  the  district  about  Xew  York;  but  he  is  not 
here  now.    He  is  in  the  South. 

Q.  Whereabouts  ?    A.  In  Atlanta,  Georgia. 

Q.  Connected  with  the  company  ?    A.  Yes. 

Q.  On  the  same  date,  **  To  A.  C.  Kaufman,  cash  to  superin- 
tendent "  ?    A.  He  was  superintendent  at  Albany,  New  York 

Q.  And  on  the  same  date,  "  H.  D.  Reynolds,  cash  to  superin- 
tendent "  ?    A.  He  is  superintendent  at  Buffalo,  New  York. 

Q.  Are  those  items  for  the  salaries  of  the  superintenderts  for 
that  month  ?  A.  No,  they  are  moneys  that  they  have  drawr  which 
they  are  going  to  account  for. 

Q.  That  is,  their  receipts  were  not  enough  to  keep  then  going, 
and  they  had  to  draw  on  you  for  moneys?  A.  For  various  pur- 
poses; I  wouldn't  say  that.  For  line  repairs.  The  siperintend- 
ents  are  not  supposed  to  receive  any  moneys,  Mr.  Pag^ 

Q.  The  superintendent  has  charge  of  the  lines  and  repairs  and 
construction?    A.  Yes. 

Q.  And  he  draws  from  you  the  amounts  that  lie  requires  for 
line  repairs  and  new  construction?  A.  I  don't  know  anything 
about  the  construction,  but  I  know  the  line  repairs  and  disburse- 
ments of  that  kind. 
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Q.  On  the  same  day  there  appears  another  item,  "  balance, 
$40,923.39."  What  does  that  mean  ?  A.  That  is  the  money  that 
represents  the  balance  of  the  New  England  Telegraph  Company's 
money. 

Q.  That  is  the  balance  in  the  bank  on  that  day?  A.  The  bal- 
ance to  the  credit  of  the  New  England  Telegraph  Company  in 
the  special  land  line  account. 

Q.  Who  is  E.  G.  Cochran  ?  A.  He  was  superintendent  in  New 
York. 

Q.  Is  he  now  ?    A.  No ;  he  is  dead. 

Q.  Who  is  E.  B.  Pilsbury?  A.  He  is  superintendent  in  New 
York.    He  succeeded  Mr.  Cochran. 

Q.  He  is  superintendent  now  ?    A.  Yes. 

Q.  The  book  which  I  show  you  is  the  journal  of  the  New  Eng- 
land Telegraph  Company  ?    A.  It  is. 

Mr.  Page:  I  would  like  that  marked  for  identification. 

(Paper  marked  Exhibit  28  for  identification.) 

Q.  When  the  deposits  are  made  to  the  special  land  line  account, 
are  those  made  by  you  in  person  or  by  a  clerk?  A.  Sometimes 
by  me  and  sometimes  by  a  clerk. 

Q.  W^hen  the  funds  are  taken  to  the  bank,  is  there  a  bank- 
bopk  or  pass-book  taken  with  them  ?    A.  Yes. 

Q.  And  the  amounts  deposited  each  time  are  credited  in  the 
pass-book?    A.  Yes. 

Q.  And  will  you  produce  this  afternoon,  at  the  beginning  of 
the  afternoon  session,  those  pass-books  covering  the  period  since 
you  have  been  treasurer?  A.  I  can  only  produce  the  book  of  the 
special  land  line  account  since  January  1st,  but  I  will  do  that. 

Q.  Why  can't  you  produce  those  back  of  January  1st  ?  A.  Be- 
cause there  was  no  such  account  prior  to  that  time. 

Q.  January  1st,  what  year  ?    A.  This  year. 

Q.  How  were  the  accounts  kept  prior  to  that  time?  A.  The 
method  was  similar,  but  we  didn't  have  that  account.  The  money 
laid  in  the  bank  and  was  occasionally  paid  over  to  the  Connecticut 
Company. 

Q.  I  didn't  get  that.    A.  Well,  the  method  was  similar. 

Q.  Just  describe  the  method  that  was  in  use  before  the  1st  of 
January?  A.  That  refers  to  the  New  England  Telegraph  Com- 
pany ? 
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Q.  Yes.    A.  We  deposited  the  money  in  the  bank  and  then  — 

Q.  In  what  bank?  A.  American  Exchange  National  Bank  ia 
an  account  known  as  Postal  Telegraph-Cable  Company.  That 
accoimt  still  exists  and  is  a  checking  account,  not  used  for  any 
other  purpose.  Simply  enough  money  is  put  in  it  and  taken  out 
again ;  but  in  those  days  there  was  money  deposited  in  that  account 
and  those  payments  were  made  out  of  it  to  the  other  companies  — 
connecting  lines. 

Q.  Was  that  the  only  account  which  the  New  England  Tele- 
graph Company  of  New  York  had  prior  to  January  1,  1909  — 
the  only  bank  account  ?  A.  Except  the  cashier's  account,  I  believe 
that  is  the  only  one. 

.  Q.  But  it  was  the  only  account  which  you  had?    A.  The  only 
one  that  I  had,  yes. 

Q.  And  you  drew  checks  against  that  ?    A.  Yes. 

Q.  In  the  same  manner  that  you  did  against  what  you  call  your 
general  bank  account,  now  ?    A.  Well,  thfit  is  the  same  account. 

Q.  It  is  exactly  the  same  account  ?    A.  Yes. 

Q.  I  thought  you  said  it  was  kept  in  the  name  of  the  Postal 
prior  to  January?  A.  It  was  kept  in  that  name,  and  it  is  still 
kept  in  the  name  of  the  Postal. 

Q.  But  you  have  a  checking  account  as- treasurer  of  the  New 
England  Telegraph  Company  that  is  kept  in  the  name  of  the 
New  England  Telegraph  Company  ?  A.  No,  only  the  cashier  has 
that  account 

Q.  The  cashier  has  that  account  ?    A.  Yes. 

Q.  You  stated  the  other  day  that  when  you  required  funds, 
from  the  land  line  account,  you  obtained  a  check  from  the  people 
authorized  to  draw  checks  against  that  account  and  you  deposited 
those  checks  in  a  general  account  kept  in  the  name  of  the  com- 
pany in  the  same  bank,  and  against  the  funds  thus  deposited  you 
drew  out  for  disbursements  on  your  own  check  as  treasurer  of  the 
New  England  Telegraph  Company  ?    A.  I  didn't  mean  to  make  — 

Q.  That  wasn't  true,  was  it?  A.  If  I  made  that  statement, 
Mr.  Page,  it  was  an  error. 

Q.  Now  correct  it,  if  you  will  ?  A.  I  will.  I  don't  keep  any 
account  in  the  name  of  the  New  England  Telegraph  Company 
as  treasurer.    I  deposited  the  funds  in  the  special  land  line  ac- 
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<K>unt,  and  when  I  need  money  for  expenses  I  made  requisition, 
or  I  ask  for  them,  and  they  are  furnished  to  me,  and  I  deposit 
the  money  in  an  account  known  as  Postal  Telegraph-Cable  Com- 
pany, which  is  a  checking  account.  The  money  that  goes  in  it  is 
paid  out  again,  and  there  are  no  funds  remain  in  it. 

Q.  That  is,  it  covers  no  substantial  balance  ?    A.  TSto. 

Q.  What  Postal  Telegraph-Cable  Company  is  it  whose  name" 
appears  on  the  pass-book  of  that  account?     A.  That  is  an  old 
account  which  we  have  had  and  it  is  left  from  the  — 

Q.  Which  you  have  had  how  long?  A.  That  has  been  there 
a  number  of  years,  and  when  the  Postal  Telegraph-Cable  Com- 
pany of  New  York  was  an  operating  company  they  had,  so  far  as 
I  know,  this  same  account. 

Q.  And  the  account  which  you  are  checking  from  now  is  the 
same  account  ?    A.  The  same ;  yes,  the  same  name. 

Q.  Continued  on  from  year  to  year  ?    A.  Yes,  that  is  right. 

Q.  How  do  you  sign  those  checks?    A.  As  assistant  treasurer. 

Q.  Of  what  company?     A.  Postal  Telegraph-Cable  Company. 

Q.  So  when  you  want  to  pay  a  bill  of  the  New  England  Tele- 
graph Company  of  New  York,  you  draw  your  check  as  assistant 
treasurer  of  the  Postal  Telegraph-Cable  Company  ?    A.  I  do. 

Q,  You  were  going  to  furnish  the  Committee  with  a  list  of 
the  companies  in  which  you  are  an  oflBcer  ?  A.  Yes.  This  is  the 
list.     (Handing  list  to  Mr.  Page.) 

Q.  And  the  paper  which  you  have  just  handed  me  is  a  correct 
list  of  all  of  the  telegraph  and  cable  companies  of  which  you  are. 
an  officer,  and  it  also  states  accurately  the  offices  which  you  hold 
in  each?     A.  Yes. 

Q.  The  document  consisting  of  three  sheets  ?    A.  Yes. 

Mr.  Page  :  Will  you  mark  that  for  identification  ? 

(Paper  marked  Exhibit  No.  29  for  identification.) 

Q.  You  stated  that  Mr.  Robert  Hall  kept  the  cash  book  of  the 
New  England  Telegraph  Company  ?    A.  Yes. 
Q.  And  does  he  also  keep  the  ledger  ?    A.  Yes. 
Q.  And  the  journal  ?    A.  Yes. 

Q.  Does  any  one  else  do  any  work  on  them  ?    A.  What  is  that  ? 
Q.  Does  any  one  else  do  any  work  on  them  ?    A.  No. 
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.  Q.  Has  any  one  else  done  any  work  on  them  since  these  books 
were  started  ?    A.  Well,  I  couldn-t  positively  say  that. 

Q.  January,  1908,  for  one  of  them  ?    A.  I  think  not. 

Q.  There  was  an  item  in  the  cash  account  which  you  explained 
as  being  receipts  from  the  Pennsylvania  Company.  Take,  for 
instance,  on  June  30th,  "  to  Postal  Tel.  Co.,  Pennsylvania,  cash 
account,  traffic,  $7,000  "  i    A.  Yes. 

Q.  What  does  that  item  mean  ?  A.  That  means  that  the  Penn- 
sylvania Company  accounts  to  the  New  England  Telegraph  Com- 
pany, and  that  is  the  balance  due  the  New  England  Telegraph 
Company  under  the  contract  between  those  companies. 

Q.  Well,  what  is  that  for  ?    A.  I  don't  understand  the  question. 

Q.  Are  they  paying  for  the  use  of  your  wires  ?    A.  Yes. 

Q.  Or  are  they  paying  you  a  part  of  the  money  which  they 
have  taken  in  for  messages  that  have  gone  partly  over  their  wires 
and  partly  over  yours  ?  A.  That  is  traffic.  That  is  what  they  are 
paying  for. 

Q.  That  is  what  they  are  paying  for  ?    A.  Yes. 

Q.  Do  you  also  pay  them  ?    A.  No. 

Q.  Nothing?     A.  Nothing. 

Q.  So  that  when  you  send  a  message  out,  and  it  goes  over 
your  wires  and  theirs,  nothing  is  paid  to  them  for  that  ?  A.  They 
receive  their  proportion  of  it,  of  course,  in  another  way. 

Q.  Does  the  Commercial  Cable  Company  pay  you  anything 
for  the  use  of  wires  ?    A.  No. 

Q.  Does  the  Commercial  Cable  Company  use  any  wires  belong- 
ing to  the  New  England  Telegraph  Company  ?  A.  I  don't  know 
that  they  do. 

Q.  Have  you  got  the  matter  of  the  ownership  of  stock  of  the 
News- England  Telegraph  Company  ;made  up  yet?  A.  I.  can't 
give  you  any  further  testimony  on  that  subject  than  I  have  already 
given. 

Q.  I  show  you  Exhibit  1  of  December  10,  1909,  and  call  your 
attention  to  question  8 :  "  Describe  fully  the  amount,  character, 
date  of  authorization  and  time  of  maturity  of  all  mortgage  or 
debenture  bonds  authorized  and  the  number  thereof  outstanding, 
the  rate  of  interest  borne  by  each  issue,  the  price  at  which  the 
same  was  issued  by  the  company,  who  bought  them,  whether  in 
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cash,  property  or  serviceB,  and  in  case  of  those  issued  for  property 
or  services,  give  a  description  of  the  value  of  the  property  ac- 
quired, and  in  the  case  of  bonds  issued  in  payment  for  services, 
state  the  nature  and  value  of  the  services  rendered,  by  whom  the 
same  were  rendered,  and  the  amount  of  bonds  issued  therefor." 
What  was  your  answer  to  that  ?    A.  No  bonds  issued. 

Q.  I  read  question  9  from  the  same  exhibit :  '^  State  the  names, 
so  far  as  possible,  of  the  present  holders  of  the  outstanding  bonds 
of  the  company,  together  with  the  address  of  each  holder  of  bonds 
and  the  amount  and  character  of  the  bonds  held  by  each  of  them." 
What  was  your  answer  to  that  question  ?    A.  No  bonds  issued. 

Q.  That  is  in  your  own  handwriting?    A.  It  is. 

Q.  That  is  a  part  of  the  statement  which  you  signed  and  swore 
to  on  the  18th  of  No^embeJr,'1909  ?    A.  It  is. 

Q.  And  it  was  correct  ?    A.  I  believe  it  to  be. 

Q.  Has  the  company  ever  issued  any  bonds  or  debentures,  so 
far  as  you  know  ?    A.  No. 

Q.  You  think  you,  as  treasurer,  would  be  apt  to  know  if  they 
had }    A.  I  believe  I  should. 

Q.  You  are  quite  certain  of  it,  aren't  you  ?    A.  Yes. 

Q.  That  in  some  manner  that  information  would  get  to  you? 
A.  It  would. 

Q.  Can  you  get  for  the  Committee  the  books  of  the  company 
which  were  kept  of  the  cash,  and  also  the  ledger  and  the  journal 
which  immediately  preceded  the  three  books  which  you  have  pro- 
duced ?    A.  I  donH  know  whether  I  can  oi;  not. 

Q.  What  do  you  think  about  it  ?    A.  I  don't  know. 

Q.  These  don't  go  back  to  the  time  that  you  were  elected  treas- 
urer?   A.  No. 

Q.  You  had  books  before  that  ?    A.  Yes. 

Q.  Where  are  they  ?    A.  Why,  I  will  see  if  I  can  find  them. 

Q.  What  do  you  do  with  books  of  that  sort?  Do  you  throw 
them  away?  A.  No,  we  keep  them.  We  must  have  a  record 
somewhere. 

Q.  Or  do  you  turn  them  over  to  someone?  A.  We  must  have 
a  record  of  the  transactions  somewhere. 

Q.  Will  you  produce  them  this  afternoon?  A.  I  will  try,  if 
I  can. 
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Mr.  Page:  Then  I  suggest,  Mr.  Chairman,  that  we  take  a 
recess  at  this  time  until  2 :30,  in  order  to  give  Mr.  Ouyler  a  little 
more  time  to  find  those  books. 

The  Chaibman:  If  Mr.  Cuyler  will  consume  the  additional 
time  in  looking  for  them,  we  will  very  gladly  adjourn. 

Mr.  Page  :  I  think  he  will ;  he  says  he  will. 

Adjourned  imtil  2:30  p.  m. 


AFTEE  EECESS. 
By  Mr.  Page: 

Q.  In  the  balance  sheet  furnished  to  the  Committee,  marked 
Exhibit  20  for  identification,  you  show  "balance  due  from  sta- 
tions, $181,505.68."  In  a  general  way,  what  goes  to  make  that 
item  ?  A.  The  money  that  the  agent  has  on  hand  and  the  amounts 
due  from  customers  —  charge  accounts. 

Q.  And  in  the  same  sheet  you  show  "  balance  due  from  superin- 
tendents, $317."  That  is  the  balance  of  the  moneys  you  furnished 
the  superintendents  for  construction  and  which  they  have  not 
expended  or  accounted  for  ?    A.  Yes,  for  any  purpose. 

Q.  You  also  show  an  item,  "  Pennsylvania  railroad, 
$10,240.20."  What  is  that  item  —  that  appears  as  an  asset!  A. 
I  will  have  to  look  at  that  a  moment.  That  must  be  the  same  as 
an  account  receivable  from  the  Pennsylvania  railroad. 

Q.  That  is  an  account  receivable  from  the  Pennsylvania  rail- 
road ?    A.  I  think  it  is. 

Q.  How  does  that  arise?    A.  Through  a  traffic  arrangement. 

Q.  Through  a  traffic  arrangement?    A.  Yes. 

Q.  I  do  not  believe  you  keep  your  voice  up  so  the  Committee 
can  hear  you.  A.  Through  a  traffic  arrangement,  but  I  really  do 
not  understand  how  that  came  about.  I  would  rather  not  answer 
that  question. 

Q.  You  understand  that  is  a  subject  of  agreement  between  your 
company  and  the  Pennsylvania  railroad?  A.  Yes,  but  I  don't 
know  about  it. 

Q.  Have  you  any  lines  in  the  State  of  Pennsylvania?    A.  !No. 
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Q.  That  is,  has  the  New  England  Telegraph  Company  of  New 
York?     A.  No. 

Q.  Who  could  explain  that  item  —  Mr.  Nally?     A.  I  think 

likelv. 

«/ 

Q.  You  show  on  this  statement  or  balance  sheet,  '^  profit  and 
loss,  surplus,  1908,  $21,743.50;  1907,  $6,874.47."  Those  items 
are  respectively  the  surplus  of  the  company  for  each  of  these 
years  ?    A.  Yes,  that  is  the  net  income  account. 

Q.  That  is  the  net  income  account?  A.  Yes,  sir,  from  opera- 
tion. 

Q.  That  is,  all  of  your  net  income  from  operation  is  carried 
to  the  profit  and  loss  account  ?    A.  Yes,  sir. 

Q.  And  the  34  per  cent,  of  your  gross  earnings  that  goes  to  the 
Connecticut  corporation  is  treated  as  an  operating  expense  ?  A.  It 
is  not  considered  at  all ;  diat  is  money  that  we  turn  over  to  the 
Connecticut  company. 

Q.  That  is  not  considered  either  as  net  earnings  or  operating 
expenses  or  anything  else  in  your  books  of  account  1  A.  No,  that 
is  only  the  money  that  we  collect  for  them  imder  the  contract  for 
the  service  which  they  perform  for  the  New  England  Tel^raph 
Company. 

Q.  How  often  do  you  write  up  the  profit  and  loss  account? 
A,  Oh,  I  think  that  is  only  written  up  once  every  six  months  or 
year. 

Q.  That  is,  you  don't  make  entries  in  that  account  daily? 
A.  No,  sir. 

Q.  Or  monthly  ?    A.  No. 

Q.  That  is  only  written  up  when  you  close  your  books?  A. 
That  is  all. 

Q.  On  page  23  of  Exhibit  No.  28  for  identification  there 
appears  this  entry  under  date  of  December  31,  1908 :  "  Sun- 
dries, to  profit  and  loss,  $2,857,382.40."    A.  How  much  ? 

Q.  Two  million,  eight  hundred  and  fifty-seven  thousand,  three 
hundred  and  eighty-two  dollars  and  forty  cents.  Of  what  does 
that  item  consist  ?    A.  In  what  book  is  that,  the  ledger  ? 

Q.  The  journal.    A.  The  journal  ? 
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Q.  Yes.  A.  Now  —  Mr.  Hall,  will  you  step  here  a  moment  and 
look  at  this  item  ? 

Mr.  Page  :  Mr.  Cuyler  states  Mr.  Hall  is  here  and  can  explain 
all  of  these  items. 

Q.  You  cannot  explain  them  ?    A.  No. 

Q.  You  have  produced  another  book.  This  is  a  book  which 
you  produced  this  afternoon  ?    A.  Yes,  sir. 

Mr.  Page  :  Will  you  please  mark  that  for  identification  ? 

(Book  referred  to  marked  Exhibit  30  for  identification.) 

Q.  Will  you  state  what  that  book  is?  A.  That  is  a  ledger  of 
the  New  England  Telegraph  Company,  which  goes  back  to  Janu- 
ary 1,  1907. 

Q.  And  that  was  the  beginning  of  the  special  land  line  account  ? 
A.  The  special  land  line  account,  beginning  January  1,  1909; 
the  first  of  this  year. 

Q.  And  up  to  the  first  of  this  year  that  account  had  been  car- 
ried in  the  name  of  the  Postal  ?    A.  Yes. 

Q.  And  was  a  checking  account?    A.  Yes. 

Mr.  Page  :  Will  you  please  mark  this  book  for  identification  ? 

(Pass-book  marked  Exhibit  No.  31  for  identification.) 
Mr.  Page:  And  please  mark  this  other  one. 

(Pass-I^ook  marked  Exhibit  No.  32  for  identification.) 

Q.  I  show  you  Exhibit  No.  31  for  identification.  Will  you 
tell  the  Committee  what  that  book  is  ?  A.  That  is  a  book,  a  pass- 
book or  bank-book,  of  the  special  land  line  account. 

Q.  Beginning  what  date?    A.  Beginning  January,  1909. 

Q.  What  day  in  January.    A.  January  4th  the  first  entry  is. 

Q.  And  what  is  the  date  of  the  last  entry  in  that  book?  A. 
July  31st. 

By  Chairman  Davis: 

Q.  Does  that  book  show  all  of  the  receipts  of  the  Telegraph 
Company  of  which  Mr.  Cuyler  is  treasurer,  between  those  two 
dates?  A.  All  the  money  is  put  in  there;  s^  the  cash  I  get  goes 
in  here. 
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Q.  And  does  the  book  show  anything  else?  A.  Oh,  yes.  I 
have  explained  that,  Senator;  that  I  deposit  there  —  there  are  a 
number  of  other  companies  in  this  same  account 

By  Mr.  Page: 

Q.  I  show  you  Exhibit  32  for  identification.    A.  Yes,  sir. 

Q.  What  is  that  book?  A.  That  is  the  same  kind  of  a  bank- 
book —  special  land  line  account. 

Q.  Beginning  on  what  date  ?    A.  August  2d. 

Q.  And  continuing  to  what  date?    A.  To  December  13,  1909. 

Q.  And  do  these  books  show  all  of  the  amounts  which  you 
received  from  all  of  the  companies  with  which  you  are  connected  ? 
A.  Yes. 

Q.  And  you  are  connected  with  some  forty  odd  companies? 
A.  Yes. 

Q.  And  all  of  the  income  from  those  companies  is  deposited 
in  the  special  land  line  account  and  shows  on  these  pass-books? 
A.  Yes. 

Q.  Just  explain,  if  you  will,  the  initials,  for  instance,  on  April 
17th,  "D,"  $1,317.09?  A.  That  is  the  receiving  teller  at  the 
bank. 

Q.  That  is  the  initial  of  the  receiving  teller  ?    A.  Yes,  sir. 

Q.  And  take  the  next  item,  "  B  "  ?  A.  Yes,  that  is  a  receiving 
feller  at  the  bank. 

Bv  Chairman  Davis: 

Q.  And  those  initials  were  placed  there  by  the  receiving  tellers  ? 
A.  They  were. 

By  Mr.  Page: 

Q.  On  January  25th  there  is  an  entry  in  Exhibit  No.  31,  "  R. 
L.  Day  &  Co."    A.  Yes,  sir. 

Q.  Of  $200,000.  What  does  that  mean  ?  A.  That  means  that 
part  of  this  money,  in  fact  a  good  deal  of  this  money  is  loaned 
out  by  the  bank  —  is  loaned  so  as  to  secure  some  interest;  and 
then  it  is  paid  back  again  and  the  entry  where  it  says  R.  L.  Day, 
or  any  of  those,  mean$  the  money  is  paid  back,  but  it  is  charged  on 
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the  other  side;  one  offsets  the  other,  and  it  does  not  affect  the 
result.  If  you  want  to  know  the  actual  amount  deposited  in  here^ 
you  would  have  to  deduct  those  items. 

Q.  Does  that  mean  that  the  bank  loans  the  money  of  the  special 
land  line  account  ?    A.  Yes,  sir. 

Q.  And  when  the  loan  is  paid,  credits  the  special  land  line 
account  with  the  amount  paid  ?    A.  Yes. 

Q.  Does  the  bank  also  credit  the  special  land  line  account 
with  the  entire  amount  of  interest  received  upon  those  loans  ?  A» 
I  could  not  tell  you  about  that. 

Q.  Who  could  ?    A.  Mr.  Piatt  or  Mr.  Beck. 

Q.  Mr.  Piatt  or  Mr.  Beck  ?    A.  Yes. 

By  Chairman  Davis: 

Q.  Is  the  money  drawn  out  when  loaned  upon  the  check,  upou 
the  signature  of  Mr.  Beck  and  Mr.  Piatt  ?  A.  Yes,  sir.  I  do  not 
draw  the  money  out  at  all. 

Q.  Yes,  but  when  the  bank  makes  a  loan  out  of  your  fund,  I 
was  wondering  how  they  got  the  money  out  of  your  account? 
A.  They  get  it  out  on  their  signatures ;  they  must  draw  the  check 
to  the  bank.  I  am  only  making  this  explanation  in  their  favor^ 
because  I  understand  that  is  what  is  done ;  but  I  do  not  draw  any 
money  out  of  it  myself. 

Q.  Is  the  loan  made  approved  by  Mr.  Beck  and  Mr.  Piatt,  or 
is  it  upon  the  responsibility  of  the  bank  alone  ?  A.  I  donH  know 
about  that 

By  Mr.  Page: 

Q.  These  books  do  not  contain  any  entries  showing  the  date 
of  withdrawals  of  funds  from  this  account,  does  it,  or  does  either 
of  them ;  that  is,  on  both  sides  there ;  those  are  credits  ?    A.  Yes. 

Q.  To  the  land  line  account  ?    A.  Yes. 

Q.  There  are  no  debits  except  as  they  are  shown  here  by  vouch- 
ers returned  ?    A.  That  is  all,  vouchers  returned. 

Q.  In  a  lump  sum  ?  A.  In  a  lump  sum.  It  is  the  practice  in 
all  banks  that  I  know  anything  about. 

Q.  I  show  you,  on  January  25,  1909,  immediately  following 
the  entry  which  I  just  read,  the  item  which  I  just  read,  "  interest, 
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$44.44."    Can  you  explain  that  item  ?    A.  That  is  the  interest  on 
one  of  these  loans  repaid. 

Q.  I  did  not  understand  that.  Do  you  say  "  repaid "  ?  A. 
You  see,  on  this  side  would  be  the  loans  repaid  and  on  the  other 
side  would  be  the  money  loaned  out. 

Q.  When  you  say  the  other  side  you  refer  to  the  lump  sums 
■of  vouchers  returned  ?  A.  It  is  on  both  sides.  It  don't  aflFect  the 
hank  account. 

Q.  Do  you  think  that  that  means  that  the  $44.44  is  the  inter- 
est that  was  paid  by  R.  L.  Day  &  Co.  for  the  loan  of  $200,000  ? 
A.  I  think  so;  yes,  I  do. 

Q.  You  haven't  any  idea  as  to  the  length  of  time  they  had  it? 
A.  No,  I  have  not 

Q.  The  next  item  appears  to  be  G.  W.  Dougherty  &  Co.  ?  A. 
Yes,  sir. 

Q.  Fifty  thousand  dollars?    A.  Yes,  sir. 

Q.  Followed  by  an  entry,  "  interest,  $12.15  "  ?    A.  Yes,  sir. 

Q.  That  is  a  similar  transaction?  A.  Yes,  that  is  a  similar 
transaction. 

Q.  And  so  on  through  the  book  ?    A.  Yes,  sir. 

Q.  All  of  the  items  that  appear  in  that  manner  giving  the  name 
of  a  firm  or  corporation  indicate  that  that  firm  or  corporation 
was  loaned  the  amount  of  money  and  has  paid  it  back  with  inter- 
est?   A.  Yes,  sir. 

Q.  Do  you,  as  treasurer,  know  in  a  general  way  about  the  rate 
of  interest  received  on  those  loans  ?    A.  I  do  not. 

Q.  Is  there  anything  in  either  of  the  bank-books.  Exhibits  31 
or  32,  to  show  from  what  particular  company  any  of  the  deposits 
credited  there  was  obtained  ?    A.  No. 

Q.  Or  who  was  the  owner  of  them  ?    A.  No. 

Q.  Is  there  any  account  of  these  moneys  kept  in  any  place 
except  on  the  books  of  the  particular  company  depositing  the 
money?    A.  No. 

Q.  Does  it  sometimes  happen  that  a  deposit  is  made  which  is 
made  up  of  the  funds  of  several  companies?     A.  Yes,  sir. 

Q.  It  all  goes  in  one  lump?    A.  Yes,  sir. 

Q.  Can  you  read  this  here,  I  cannot  ?  A.  I  will  try.  That  is 
a  collection  of  a  note,  a  small  note  that  was  put  in  for  collection ; 
it  is  a  small  note  of  a  small  railroad,  I  believe. 
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Q.  And  the  item  is  entered  in  the  book  but  not  carried  out 
because  it  was  put  in  for  collection  ?  A.  Put  in  for  collection,  and 
somewhere  later  on  if  the  people  pay  it  — 

Q.  Then  it  will  be  credited  up  by  the  bank  on  the  book? 
A.  Yes,  sir. 

Q.  Mr.  Cuyler,  I  think  you  stated  that  you  did  not  own  any 
stock  in  the  New  England  Telegraph  Company;  you  are  not  an 
owner  of  any  of  the  stock  of  the  New  England  Telegraph  Com- 
pany of  New  York  ?    A.  No. 

Q.  Are  you  the  owner  of  stock  in  any  of  the  companies  con- 
tained or  enumerated  in  the  list,  Exhibit  29,  which  you  furnished 
me  this  morning  ?  A.  Yes ;  there  is  some  stock  stands  in  my  name 
in  the  case  of  a  company  where  I  am  a  director. 

Q.  That  does  not  quite  answer.  You  say  there  is  some  stock 
stands  in  your  name.  Are  you  the  owner  of  any  of  that  stock? 
A.  I  have  what  is  known  as  a  qualifying  share. 

Q.  Do  you  understand  that  you  would  turn  over  to  somebody 
else  that  share  at  any  time  you  were  directed  to  do  so  by  the 
president  of  the  company?    A.  Yes. 

Q.  Or  whoever  was  authorized  to  give  orders  in  regard  to  it? 
A.  Yes. 

Q.  That  is,  you  are  not  the  real  owner  of  any  of  this  stock? 
A.  No. 

Mr.  Page  :  I  think  that  is  all. 

Edwaed  J.  Nally^  called  as  a  witness,  and  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Nally,  you  are  the  president  of  the  New  England  Tele- 
graph Company?    A.  Yes. 

Q.  Of  New  York  ?    A.  Yes,  sir. 

Q.  And  have  been  for  how  long?  A.  I  am  not  certain,  but  I 
think  the  first  of  last  year. 

Q.  The  first  of  last  June?  A.  The  first  of  last  year,  that  is, 
for  1908  and  1909. 

Q.  Are  you  a  resident  of  the  State  of  New  York  ?    A.  Yes,  sir. 
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Q.  What  is  your  residence?  A.  At  present,  Ossining,  New 
York. 

Q.  Have  you  been  connected  in  any  manner  with  the  New 
England  Telegraph  Company  prior  to  your  election  as  President  ? 
A.  No,  sir. 

Q.  Have  you  been  connected  with  any  telegraph  company  prior 
to  that  time?  A.  Yes,  sir,  I  have  been  in  the  telegraph  business 
for  thirty-five  years. 

Q.  Have  you  during  all  or  a  considerable  portion  of  that  time 
been  connected  with  what  is  known  generally  as  the  Postal  system  ? 
A.  Yes,  sir,  for  twenty  years. 

Q.  Do  you  mind  stating  in  a  general  way  the  history  of  your 
connection  with  the  Postal  system  and  its  various  branches  ?  A.  I 
will  be  glad  to. 

Q.  And  at  the  same  time  give  a  historical  account  of  the  system 
so  far  as  you  are  able  to  ?    A.  I  will  be  glad  to.    May  I  stand  ? 

Q.  Certainly;  suit  your  own  convenience.  A.  I  have  been  sit- 
ting all  day ;  thank  you.  If  what  I  say  has  more  of  the  personal 
equation  than  the  thing  seems  to  warrant  it  is  because  of  my  con- 
nection with  the  history  of  the  thing  and  the  relation  of  a  fact. 
In  the  first  place  it  perhaps  might  not  be  amiss  to  say  I  started 
as  a  messenger  boy  when  14  years  of  age,  and  have  been  in  the 
business  continuously  all  that  time.  I  started  as  a  messenger  boy 
under  Colonel  Clowry  in  St.  Louis  in  1874.  I  was  afterwards 
his  office  boy.  I  went  in  1880  from  St.  Louis  to  Minneapolis 
where  I  was  chief  clerk,  and  afterwards  assistant  superintendent 
for  the  superintendent  of  the  eighth  district  of  the  Western  Union 
Telegraph  Company,  after  the  time  they  had  taken  possession  of 
what  was  called  the  Northwestern.  In  1890  I  left  the  Western 
Union  and  went  to  Chicago  as  the  assistant  to  the  general  super- 
intendent of  the  Postal  Telegraph  Cable  Company  in  October, 
1890.  When  I  went  to  Chicago  the  Postal  Telegraph  was  a  mighty 
small  concern.  At  that  time  they  had  no  lines  west  of  Kansas  City, 
nothing  directly  south  of  St.  Louis,  nothing  north  of  Milwaukee, 
and  just  about  one  line  east,  and  we  had  an  awful  time.  The 
whole  system  at  that  time  was  not  —  that  is,  the  main  office  at 
Chicago  was  not  —  larger  than  a  branch  office  is  at  the  present  time. 
Finally  I  succeeded  to  Mr.  Parker,  who  died,  as  general  superin- 
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tendent,  and  I  had  charge  of  twenty-two  states,  from  1890  to  1907, 
when  I  came  on  to  New  York;  I  was  made  a  director  and  vice- 
president  of  this  company  and  transferred  and  promoted  to  New 
York  in  October,  1906.  On  April  11,  1907,  my  birthday,  I  was 
made  first  vice-president  and  general  manager  of  this  company, 
and  I  have  been  acting  in  that  capacity  ever  since,  so  that  there 
are  a  lot  of  things  as  regards  the  east  that  I  am  not,  of  course,  as 
fully  familiar  with  as  I  am  the  west,  but  so  far  as 'the  whole 
western  country  is  concerned  I  am  and  have  been  connected  with 
it  from  the  time  I  was  a  little  boy,  and  I  have  been  in  it  since  I 
was  a  messenger  boy.  In  Chicago  the  line  was  what  you  may  call 
made  up  of  cats  and  dogs,  as  I  might  say.  It  was  made  up  of 
busted  companies,  comprising  the  Baltimore  &  Ohio,  Bankers  & 
Merchants,  the  American  Kapid,  and  the  Chicago,  Milwaukee  & 
Lake  Superior,  the  Merchants  Line,  and  a  series  of  other  lines ;  all 
sorts  of  things.  Finally,  in  1891,  the  first  real  extensions  that 
was  made  by  the  Postal  were  the  lines  that  were  built  west  from 
Kansas  City  to  Denver.  At  that  time  the  company  had  mighty 
little  money,  and  I  recall  that  Mr.  Mackay,  senior,  personally 
advanced  the  money  to  build  those  lines.  It  was  the  first  real  big 
extension  that  he  had  made  in  the  west.  From  that  time  dates  my 
first  recollection  and  connection  with  what  was  called  the  local 
company.  While  we  operated  under  the  name  of  the  Postal  Tele- 
graph Company  we  found  that  when  we  attempted  to  get  a  right 
of  way,  and  we  had  to  get  a  railroad  right  of  way  in  the  west  — 
the  question  of  right  of  way  in  the  east  is  not  so  difficult  a  one  as 
it  is  in  the  west  where  there  is  no  water  or  habitation  or  any- 
thing—  we  were  compelled  to  get  a  railroad  right  of  way.  And 
then  we  found  as  a  foreign  company  we  had  no  rights  in  the  local 
courts.  I  recall  that  our  case  in  Ohio,  for  instance,  where  we 
started  condemnation  proceedings,  was  thrown  out  by  the  judge 
because  we  had  no  rights  as  a  local  company.  That  is  a  matter, 
I  think,  Mr.  Page,  you  will  find  legal  reference  to.  There  was 
organized  at  that  time  local  companies,  as  I  recall,  in  Missouri,  in 
Kansas,  Colorado,  Montana,  New  Mexico,  Idaho,  in  Wyoming,  in 
Utah;  five  or  six  companies  T  organized  myself;  they  were  organ- 
ized at  that  time,  with  the  T^nion  Pacific,  and  the  Southern  Pacific 
and  the  Oregon  Navigation  Railroad  Company,  when  every  single 
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scheme  and  every  plan  that  anybody  could  conjure  up  was  used 
against  us  by  the  Western  Union  to  defeat  our  plans.     Eight  or 
nine  or  ten  years  we  tried  to  get  that  right  of  way.    We  could  not 
get  through  Wyoming  because  there  was  nothing  there  that  would 
permit  us  to  condemn  the  right  of  eminent  domain.    We  could  not 
get  the  Wyoming  Legislature  to  pass  a  law.     After  eight  or  nine 
years'  litigation  we  finally  arranged,  and  I  arranged  it  myself,  an 
amicable  contract  with  President  Burt  of  the  Union  Pacific  Rail- 
road Company,  which  gave  us  a  right  of  way  between  Omaha  and 
Denver,  and  Denver  to  Cheyemie.     Xow,  in  order  to  make  those 
local  companies  going  companies,  and  in  order  to  sustain  our  case 
in  the  courts  —  and  by  the  way,  the  Western  Union  lawyers,  who 
api^eared  for  the  railroad  company,  tried  to  make  it  appear  that 
we  were  dummy  companies,  but  the  judge  on  the  trial  and  on  the 
appeal  decided  that  our  companies  were  live  companies,  and  that 
we  had  the  right  to  condemn  which  was  granted  us,  and  we  did 
have  that  right,  and  that  right  was  granted,  so  we  did  get  the  right 
of  way  into  a  number  of  those  states  before  we  finally  made  the 
settlement  with  the  Union  Pacific  Railroad.     Since  that  time,  as 
near  as  I  can  understand  the  scheme,  we  have  kept  up  those  com- 
panies because  they  are  live  companies,  and  because  outside  of  the 
right  of  condemnation  along  the  railroads  we  also  found  that  a 
domestic  company  had  certain  rights  in  cities  which  gave  us  cer- 
tain mimicipal  rights  that  we  could  tiot  get  as  a  foreign  company. 
Then  these  companies  had  to  operate.     A  company,  for  instance, 
in  Idaho,  or  a  company  in  Montana  with  one  or  two  offices,  or  a 
company,  for  instance,   in  New  Mexico,  where  the  whole  line 
formed  a  connecting  link  rather  than  a  line  of  commimication  for 
anything  into  Mexico ;  that  company  had  to  be  sustained,  and  it  is 
the  plan  which  is  now  in  vogue  of  giving  certain  local  companies 
certain  commissions  based  upon  peculiar  local  conditions  as  fol- 
lows:    For  instance,  a  State  like  Idaho  or  a  State  like  Nevada, 
or  a  State  like  Wyoming  needs  more  in  the  way  of  this  commission, 
or  more  of  this  pro  rata  or  percentage  than  a  State  which  has 
larger  offices  and  better  earning  capacity  and  ability.     So  they 
varied,  just  as  arrangements  with  railroads  vary  according  to  ter- 
ritory served,  according  to  the  condition  and  the  value  of  the 
husiness.    In  that  way  all  of  our  local  companies  have  a  different 
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basis  for  the  taking  of  commissions  or  the  proportions,  just  as  we 
say  our  connecting  line  companies  have  with  railroads  and  with 
other  concerns.  In  connection  with  our  early  days,  and  to  show 
you  some  of  the  things  that  Mr.  Mackay,  senior,  had  to  contend 
against,  the  fact  that  the  Western  Union  had  all  the  railroads  and 
had  all  the  contracts,  and  I  think  I  can  say  that  nearly  everything 
has  been  made  in  the  way  of  law  for  the  last  twenty  years,  and  the 
law  which  was  finally  shown  that  it  was  illegal  for  a  railroad 
company  to  make  an  exclusive  arrangements  with  the  Western 
Union  or  any  telegraph  company,  has  been  the  result  of  cases  tried 
by  the  Postal  Telegraph  Cable  Company.  Xot  only  did  the 
Western  Union  defeat  us  wherever  they  could,  but  tried  to  get  us 
out  of  certain  sections,  certain  rights  of  way,  certain  leases,  and  all 
that  sort  of  thing,  but  they  brought  to  bear  all  of  the  power  of  the 
railroads,  and  it  was  vast,  and  I  think  that,  as  much  as  anything 
else,  it  was  the  railroads  that  kept  us  out  of  certain  territory  for 
the  length  of  time  that  it  was  done.  For  instance,  we  are  at 
present  building  a  trunk  line  between  Salt  Lake  and  Sacramento 
to  form  the  fourth  trans-continental  route.  We  have  been  in  liti- 
gation with  the  Southern  Pacific  Railroad  Company  for  a  long 
time.  The  fact  is  that  we  are  in  litigation  with  the  Western 
Union,  but  it  gave  their  attorneys  power  for  the  railroad.  We 
don't  know  when  we  are  going  to  get  through  there.  We  don't 
know  what  it  will  cost  us,  but  we  are  going  through  as  fast  as  we 
can,  and  to  show  we  are  in  earnest  we  built  part  of  the  line  east 
from  Sacramento  through  that  terrible  mountain  region,  the  most 
difficult  job  of  line  building  that  has  ever  been  done  as  far  as  we 
know,  and  our  line  is  completed  there.  We  are  now  awaiting  the 
decision  of  the  courts  in  connection  with  the  right  of  way  between 
Reno  and  Salt  Lake.  I  think  that  it  must  have  been  fifteen  or 
sixtc^en  years  before  I  ever  heard  of  the  Postal  Company  ever 
earning  a  dividend,  and  I  can  recall  myself  in  Chicago  passing 
upon  requisitions  in  ordering  material  for  supplies  of  all  kinds  for 
extensions  and  for  the  fitting  up  of  offices  that  were  in  excess  of 
anything  that  wo  had  in  sight  in  the  way  of  receipts,  and  it  is  a 
constant  wonder  to  me  to  know  how  Mr.  !\[ackay,  senior,  had  the 
resources  and  the  patience  year  after  year  and  year  after  year, 
to  meet  the  growing  demands  of  the  service,  but  he  never  wavered. 


ICo.  3S.J  547 

It  secjned  to  him  to  be  a  principle  or  really  a  devotion  that  he 
never  flagged  in.  It  used  to  be  the  boast  of  the  Western  Union, 
and  it  was  up  to  a  little  time,  that  no  competing  company  ever 
lived  or  ever  existed.  I  remember  mvself  as  a  lad  in  St.  Louis 
or  Minneapolis  and  those  places  when  the  morning  salutation  in 
the  average  competing  office  was,  who  owns  us,  or  whose  head  i» 
off,  and  there  never  was  a  competing  company  until  the  Postals 
I  have  a  memorandum  here,  gentlemen,  of  a  lot  of  other  things 
that  perhaps  I  might  be  able  to  pass  on  in  connection  with  any 
questions  you  may  put  to  me,  but  I  won't  take  up  any  more  of 
your  time  now  in  this  general  history,  but  I  merely  want  to  say 
that  I  am  an  operating  man  and  that  I  give  my  whole  time  and 
thought  to  the  building  up  of  the  receipts  and  the  cutting  down  of 
expenses,  and  that  my  jurisdiction  in  this  advisory  capacity  ex- 
tends from  one  end  of  the  countrv  to  the  other ;  that  I  have  almost 
an  intimate  knowledge  of  every  town  and  hamlet  of  any  size  in 
the  United  States,  and  that  it  keeps  me  pretty  busy.  I  am  em- 
ployed from  morning  to  night  in  it,  so  that  while  I  will  be  very 
glad  to  answer  promptly  and  as  fully  as  I  can  any  questions  that 
pertain  to  the  operating  of  the  plants,  where  it  comes  to  a  question 
that  I  am  not  fully  informed  about  and  if  I  don't  know  I  will  try 
and  give  you  the  name  of  the  one  who  knows. 

Q.  Mr.  Xally,  what  was  the  name  of  the  original  Postal  Com- 
pany ?  A.  Why,  it  is  merely  a  matter  of  history,  Mr.  Page. 
The  Postal  Tel  —  Cable  company  —  the  Postal  Telegraph  Cable 
Company. 

Q.  That  was  the  original  company  ?    A.  Yes,  sir. 

Q.  Do  you  know  where  that  was  incor])orated  ?  A.  I  think  if  I 
remember  correctly  it  was  organized  in  Xew  York  long  before  the 
present  holders  took  it,  and  it  was  organized  to  exploit  what  they 
called  the  Leggo  system  of  telegraphy;  it  was  a  machine  tele- 
graphy, an  automatic  system  which  they  thought  would  revolu- 
tionize telegraphy,  because  they  thought  their  wires  had  such  tre- 
mendous speed  and  capacity  that  they  would  be  able  to  compete 
with  the  postal  service  and  handle  all  communications  over  those 
wires.  They  strung  two  heavy  wires  froui  Xew  York  to  St.  Louis. 
They  were  and  are  the  heaviest  copper  wires  ever  strung  for  the 
telegi-aph  business. 
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Q.  Is  that  machine  in  use  at  all  now?  A.  No;  it  is  a  scrap 
heap.  It  was  one  of  the  other  thousand  similar  things  which  were 
organized  and  exploited  for  the  same  purpose,  and  failed. 

Q.  What  year  was  that  incorporated  ?    A.  I  could  not  tell  you. 

Q.  About  what  period?  A.  It  must  have  been  in  the  early 
eighties. 

Q.  In  the  early  eighties  ?    A.  Yes,  sir. 

Q.  Do  you  know  who  the  incorporators  were?  A.  I  could  not 
tell  you. 

Q.  Are  there  any  books  or  records  in  existence  which  will  show 
who  the  incorporators  were?  A.  I  could  not  tell  that,  but  I 
imagine  there  must  be  somewhere. 

Q.  Do  you  know  what  the  capital  stock  of  it  at  that  time  was? 
A.  Xo,  I  have  no  information  on  that. 

Q.  Or  who  owned  it  ?  A.  No ;  that  was  before  my  connection 
with  the  company. 

Q.  I  thought  you  were  connected  with  the  company  in  the  early 
eighties?    A.  Not  imtil  1890. 

Q.  During  the  period  from  the  organization  of  that  company 
to  1890,  the  Postal  had  been  extending  and  building  lines  in  a 
great  many  states  ?  A.  I  think  so,  but  I  fancy  that  they  extended 
mostly  in  the  way  of  buying  up  the  properties  which  were  the 
wrecks  of  these  older  companies,  and  now  I  am  speaking  without 
knowledge. 

Q.  That  is,  they  were  building  or  accumulating  telegraph  lines? 
A.  Yes,  sir. 

Q.  So  that  at  the  time  that  your  connection  with  the  company 
hcgan  they  owned  lines  in  a  great  many  of  the  states  ?    A.  Yes,  sir. 

Q.  And  it  was  the  same  old  original  company  which  was  in 
existence  then  and  owned  all  of  those  lines  ?  A.  No,  I  think  not ; 
I  think  they  organized  a  new  company. 

Q.  Can  you  tell  when  that  occurred?  A.  I  believe  in  1886. 
I  believe  that  company  was  organized,  the  Postal  Company  was 
organized  in  1880. 

Q.  And  what  was  the  name  of  that  company  ?  A.  The  Postal 
Telegraph  Cable  Company,  I  think. 

Q.  The  same  name  as  the  former  company?  A.  Yes;  I  think 
so;  there  was  some  slight  change.     Ours  is  now  the  Postal  Tele- 
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graph-Cable;  if  I  recollect  correctly  the  original  company  was 
the  Postal  Telegraph  and  Cable  Company. 

Q.  That  was  the  original  company  ?     A.  Yes,  I  think  so. 

Q.  And  then  the  1886  company  was  what?  A.  The  Postal 
Telegraph-Cable  Company. 

Q.  That  is  the  company  that  is  still  in  existence  now  ?  A.  Yes, 
nnder  which  we  identify  our  business. 

Q.  And  as  an  operating  company  in  some  parts  of  the  west? 
A.  Yes,  sir. 

Q.  What  was  the  capital  stock  of  that  company  at  the  time  of  its 
formation  ?    A.  I  have  no  knowledge. 

Q.  Who  would  know  that  ?    A.  I  think  I  could  find  out  for  you. 

Q..  Will  you  find  that  out?    A.  Yes,  I  will;  I  will  get  that. 

Q.  And  how  was  the  property  of  the  former  company  trans- 
ferred to  the  new  company  in  1886  ?    A.  That  I  will  find  out. 

Q.  That  you  cannot  tell  ?    A.  No,  sir. 

Q.  You  will  find  it  out  ?    A.  Yes,  sir. 

Q.  That  company  continued  from  1886  to  operate  the  entire 
Postal  system  so-called  down  to  what  time?  A.  I  could  not  tell 
you ;  as  I  say  now  I  have  very  little  knowledge  of  the  organization, 
and  have  no  knowledge  whatever  up  to  1890.  Up  to  1890,  of 
course,  I  was  not  with  the  company. 

Q.  Was  that  company  operating  lines  in  1890?  A.  In  some, 
places,  yes. 

Q.  And  were  there  some  places  where  it  was  not  operating  lines  ? 
A.  Yes.  I  recall  that  we  had  a  Pacific  Mutual  Telegraph  Com- 
pany  in  the  west. 

Q.  Which  was  a  part  of  the  system  ?    A.  Yes. 

Q.  How  did  that  get  into  the  system,  by  stock  ownership? 
A.  I  think  that  was  purchased. 

Q.  That  is  an  absolute  purchase?  A.  I  think  that  was  one  of 
those  wrecks  of  the  other  companies. 

Q.  Was  the  Postal  Company  that  was  organized  in  1886  an 
operating  company  in  the  State  of  New  York  immediately  on  its 
organization?     A.  I  cannot  tell. 

Q.  Has  it  been  at  any  time  since  you  were  connected  with  the 
companies?    A.  I  think  it  was  for  a  while. 
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Q.  Up  to  what  time  ?  A.  Well,  I  would  have  to  find  out  about 
that.    I  will  have  to  refresh  my  memory. 

Q.  Now,  there  came  a  time  when  various  small  companies  were 
organized  in  different  states,  you  stated,  for  the  purpose  of  taking 
advantage  of  the  right  of  eminent  domain  ?    A.  Yes. 

Q.  And  condemning  rights  of  way  ?    A.  Yes. 

Q.  Was  there  one  organized  for  every  State?  A.  Xo,  not  at 
once.  I  remember  just  as  the  occasion  called  for  it  in  the  west.  I 
only  know  of  the  west. 

Q.  Were  those  all  organized  since  your  connection  with  the 

Postal  system?  A.  Nearly  all.  As  I  say  there  were  some  —  I 
remember  the  Pacific  Mutual,  and  the  Merchants,  and  the  Chicago, 
Milwaukee  and  Lake  Superior;  I  remember  they  were  organized 
and  in  operation  when  I  came  to  the  company. 

Q.  How  about  the  New  England  Telegraph  Company  of  New 
York?  A.  I  know  nothing  about  it,  not  having  come  to  New 
York  until  1907. 

Q.  What  date?    A.  1907. 

Q.  In  1897  or  1907?  A.  1907,  two  years. ago,  that  is  when  I 
came  to  New  York.    I  knew  northing  about  it  until  that  time. 

Q.  You  were  not  in  New  York  imtil  two  years  ago?  A.  No, 
sir. 

Q.  You  spoke  about  the  Western  Union  having  exclusive  rights 
of  way;  is  that  true  as  to  practically  all  the  railroads  of  the 
country?    A.  Yes,  sir. 

Q.  Along  what  railroad  rights  of  way  have  you  pole  lines,  tele- 
graph lines  ?    A.  We  have  along  the  Santa  Fe  road. 

Q.  Throughout  its  entire  length  ?    A.  No ;  we  are  on  the  Santa 

Fe  road  west  of  Topeka  to  La  Juanta  and  from  La  Juanta  to 
Albuquerque,  and  then  from  Albuquerque  to  Mojave.  We  are 
on  the  Southern  Pacific  right  of  way  between  Mojave  —  no,  we 
are  on  the  San  Joaquin  Valley  from  Mojave  to  San  Francisco, 
and  then  we  are  on  and  off  the  railroad  right  of  way  of  the 
Southern  Pacific  right  of  way  in  various  places  north  of  San  Fran- 
cisco as  far  as  Seattle ;  and  then  wo  are  on  the  LTnion  Pacific  right 
of  way,  where  we  have  got  our  rights  by  condemnation,  between 
Omaha  and  Denver,  and  Denver  and  Cheyenne;  and  we  have  a 
number  of  places  where  we  have  obtained  by  condemnation 
throughout  the  country,  but  not  a  very  extensive  list. 
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Q.  Are  you  on  any  railroad  right  of  way  in  the  State  of  New 
York  ?  A.  Not  with  our  own  poles.  We  operate,  that  is,  we  have 
a  connecting  line  with  the  Pennsylvania  Railroad. 

Q.  That  reaches  into  New  York  State?  A.  No,  it  does  not; 
to  Jersey  City. 

Q.  That  is  the  only  place  in  Pennsylvania  and  New  Jersey? 
A.  Yes,  sir. 

Q.  Does  the  Champlain  Telegraph  Company  —  is  that  the  right 
title  ?    A.  Yes,  the  Champlain  Telegraph  Company. 

Q.  Is  that  a  line  along  the  railroad  right  of  way?  A.  I  think 
not. 

Q.  That  is  all  highway  ?  A.  Yes,  I  think  it  is  all  highway ;  it 
runs  from  Plattsburg  to  Paul  Smith's  and  Saranac  Lake,  a  dis- 
tance of  eighty-nine  miles. 

Q.  How  large  a  capital  stock  has  that  company?  A.  I  am 
speaking  from  just  memory  now,  but  I  think  $10,000.;  I  think  it 
is  a  small  stock. 

Q.  And  what  are  the  gross  earnings  of  the  company?  A.  For 
the  years  1907  and  1908  our  total  receipts  were  $12,065.91. 

Q.  That  is  covering  two  years?    A.  Yes,  sir. 

Q.  And  what  were  the  operating  expenses?  A.  Our  expenses 
were  $8,995.54. 

Q.  What  were  your  fixed  charges  ?  A.  As  against  that  we  had 
a  depreciation  of  $3,080;  4  per  cent,  on  the  value  of  the  line  of 
$249.17,  making  a  total  of  $3,329.17,  or  a  loss  of  $258.80. 

Q.  What  in  general  are  your  rates  for  the  transmission  of  mes- 
sages over  that  line  ?  A.  You  see  there  is  only  about  two  months 
business  up  there.  On  June  17,  1907,  the  rate  between  New  York 
city  and  Brooklyn,  and  the  following  places  in  the  Adirondack 
mountains  was  reduced  from  60-4  to  50-4,  that  is  60  cents  for  the 
first  ten  words  and  4  cents  for  each  additional  word.  On  Novem- 
ber 1st  of  this  year  the  rates  from  all  other  places  in  the  State  of 
New  York  to  all  other  places  in  the  Adirondack  mountains  was 
reduced  so  that  the  maximum  rate  between  any  Postal  office  in  the 
State  to  the  following  Adirondack  mountain  points  would  be  60 
cents.    Do  you  care  for  the  list  of  places? 

Q.  Yes,  you  might  put  that  in.  A.  Algonquin  House,  Amper- 
sand Hotel,  Bay  Pond,  Clear  Pond,  Corey's  Bus  tic  Lodge,  Ga- 
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briele  Sanitarium,  Grand  View  House,  Lake  Placid;  Harrietts- 
town,  Hotel  Ayres,  Hotel  Ruisseaumont,  Lake  Placid ;  Lake  Placid 
Club,  Lake  Placid  House,  Loon  Lake  House,  Loon  Lake  Station, 
McColloms,  Meacham  Lake  House,  Moffittsville,  Newman,  On- 
chiota,  Paul  Smith's,  Paul  Smith's  Station,  Rainbow  Lake  House, 
Redford,  Rices-on-Lake  Clear,  Ruisseaumont  Hotel,  Saranac ;  Sar- 
anac  Club,  Saranac  Inn,  Saranac  Lake  Club  House,  Saranac  Lake 
Depot,  Stevens  House,  Lake  Placid,  Upper  Saranac,  Wardner's 
White  Face  Inn. 

Q.  What  in  general  are  your  other  rates  in  the  State  of  New 
York?  A.  The  maximum  rate  between  any  two  Postal  offices  in 
New  York  State  is  35-2  day,  and  25-2  night;  the  rate  between 
Albany  and  New  York  and  any  Postal  point  within  the  State  is 
25  cents  day  and  25  cents  night.  The  minimum  rate  is  the  local 
sum  of  20  cents  charged  in  the  cities  of  Albany,  BuflFalo,  New  York 
and  Brooklyn. 

Q.  That  is,  if  telegraphing  from  one  point  within  the  city  to 
another  point  within  the  city?  A.  From  one  jj'oint  within  the 
city  of  New  York  to  any  point  in  the  city,  20  cents.\ 

Q.  Why  is  the  city  of  Albany  favored  in  the  matteiN>f  rates? 
A.  I  don't  know,  except  that  it  has  been  usual  to  make  a  ioiw  rate 
from  the  capital  of  every  State  to  every  other  place  within,  the 
State;  it  is  general  throughout  the  country. 

Q.  That  is  the  custom  of  all  telegraph  companies,  or  only  of" 
the  Postal  ?    A.  I  think  of  all  companies,  sir. 

Q.  When  did  that  custom  arise;  do  you  know?  A.  I  don't 
know ;  it  is  of  long  standing ;  as  long  as  I  recall. 

Q.  There  was  a  time  within  the  past  few  years  when  the  rates 
on  messages  were  raised  within  the  city  of  New  York,  were  there 
not  ?    A.  I  think  so ;  yes,  sir. 

Q.  About  what  was  the  percentage  of  that  increase  ?  A.  I  can- 
not say  offhand. 

Q.  What  was  the  maximum  rates  before  the  increase?  A.  I 
cannot  say. 

Q.  The  day  rate  ?  A.  I  cannot  say  off  hand ;  I  can  get  you  that 
information. 

Q.  Can  you  get  that  information  ?    A.  Yes,  sir,  I  can  get  that. 

Q.  Do  you  know  about  when  the  increase  took  place?  A.  Yes, 
I  think  it  was  in  April,  1907. 
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Q.  What  was  the  reason  for  that  increase?  A.  The  rates  were 
too  low  before. 

Q.  Just  explain  that  ?  A.  Well,  I  can  only  explain  it  by  saying 
that  the  rates  were  too  low  to  afford  a  working  margin.  Every- 
thing else  went  up,  as  you  all  know.  Take  the  one  item  of  mes- 
senger expenses.  When  I  was  a  boy  I  got  $13  a  month.  We  have 
boys  here  who  are  making  $45  and  $50.  The  average  pay  in  New 
York  city  is  $35  for  a  messenger  boy. 

Q.  That  is  the  amount  that  is  paid  by  the  company  ?  A.  Yes, 
sir. 

Q.  It  does  not  include  the  tips  they  get  ?  A.  No ;  I  don't  believe 
they  get  very  many  tips. 

Q.  What  part  of  that  amount  paid  as  wages  is  paid  for  the  col- 
lecting or  delivering  of  telegrams?  A.  That  would  be  hard  to 
tell. 

Q.  Well,  in  a  general  way  ?  A.  Well,  where  we  pay  boys  by  the 
piece,  as  we  do  in  a  great  many  places,  we  pay  them  from  1^/^ 
cents  a  message  to  3  cents  a  message  for  all  pick-ups,  as  we  call  it, 
for  collecting,  and  the  same  for  deliveries.  In  some  places,  in 
order  to  stimulate  the  boys,  we  add  %  a  cent  for  answers,  but 
this  rate  for  pick-ups  and  rates  for  deliveries  is  based  altogether 
on  the  distance  covered.  For  example,  where  we  have  a  branch 
office  in  a  large  building  and  where  the  boys  only  answer  calls 
within  that  building,  naturally  we  cannot  afford  to  pay  as  much 
for  pick-ups  there  as  we  would  pay  if  the  boys  went  on  the  outside. 
It  is  all  arranged  according  to  the  distance  and  the  time;  but  it 
runs  from  about  1^2  cents  to  3  cents,  according  to  the  conditions 
and  the  places. 

Q.  When  the  boy  takes  a  message  to  deliver  and  gets  an  answer- 
ing message,  is  he  paid  for  the  delivery  and  the  pick-up  both? 
A.  In  some  cases,  yes. 

Q.  Is  that  the  custom  in  New  York  city  ?    A.  Yes,  I  think  it  is. 

Q.  Did  the  Postal  Telegraph  Company  —  I  am  referring  now 
to  the  company  formed  in  1886  —  did  that  ever  pay  dividends? 
A.  I  think  not. 

Q.  Did  it  ever  have  any  net  earnings  ?  A.  I  think  not.  I  think 
if  it  did  have  it  was  all  put  into  new  lines.  I  don't  think  anyone 
ever  knew  how  much  was  put  back  into  the  property.  I  don't  think 
Mr.  Mackay  really  knew. 
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Q.  That  is,  the  books  were  not  kept  so  it  was  possible  to  tell 
how  much  of  earnings  went  into  new  construction  ?  A.  Oh,  yes, 
but  you  see  a  lot  of  the  earnings  went  into  other  than  new  con- 
struction. 

Q.  For  instance  what  ?  A.  The  life  of  a  telegraph  line  is  about 
twelve  or  fifteen  years.  You  no  sooner  get  it  up  and  going  than 
it  begins  to  deteriorate,  and  there  is  a  constant  repair  expense. 
It  never  ends.  It  is  one  thing  or  another  all  the  time.  Even  a  new 
line  complete  and  perfect  to-day  is  wrecked  to-morrow  by  a  wind 
and  sleet  storm  or  wind  storm ;  there  are  constant  repairs. 

Q.  So  that  when  you  speak  of  the  life  of  a  telegraph  line  being 
about  twelve  years  —     A.  Between  twelve  and  fifteen. 

Q.  Twelve  to  fifteen  years,  why,  that  is  based  on  your  expe- 
rience over  the  entire  country  ?    A.  Yes,  sir,  that  is  the  average. 

Q.  And  includes  the  destruction  by  storms  as  well  as  the  quiet 
decay  of  the  poles  ?    A.  No. 

Q.  And  the  corroding  of  the  wires  ?  A.  No,  sir,  that  does  not 
include  destruction  and  storm,  because  we  cannot  make  any  basis 
for  that.  We  never  can  tell,  but  where  a  line  undergoes  the  average 
deterioration  from  weather  and  stress  the  poles  will  last  between 
twelve  and  fifteen  years.  By  the  life  of  the  line  we  figure  on  the 
length  of  time  that  a  pole  will  stay  in  the  ground  without  renewal 
or  resetting,  and  the  average  is  between  twelve  and  fifteen  years. 

Q.  And  you  endeavor  to  take  care  of  that  in  a  depreciation 
account?    A.  Yes,  sir. 

Q.  And  do  each  of  the  several  operating  companies  carry  on  its 
books  a  depreciation  account  ?  A.  I  do  not  think  they  carry  on  an 
account,  but  I  know  we  have  to  figure  on  a  certain  amount  every 
year  to  go  into  our  lines. 

Q.  Do  they  carry  a  maintenance  account  ?  A.  I  think  not,  not 
any  under  that  name. 

Q.  Xone  of  the  operating  companies  carry  anything  of  the  sort  ? 
A.  I  think  not,  and  yet  I  am  not  sure. 

Q.  Are  you  familiar  at  all  with  the  office  operations  and  ac- 
counting of  the  various  companies  making  up  the  Postal  system? 
A.  No,  except  so  far  as  the  office  reports;  I  am  familiar  with  the 
office  reports;  the  making  up  of  the  office  reports,  but  after  they 
get  me  that  I  am  not  familiar  with  the  accounting. 
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Q.  Just  what  do  you  meau  by  office  reports?  A.  I  mean  the 
reports  which  offices  or  agents  make  of  their  receipts  and  expenses* 

Q.  You  mean  the  reports  of  the  —    A.  Keports  from  lines. 

Q.  The  reports  of  the  operating  agents?     A.  Yes,  sir. 

Q.  Do  you  make  reports  of  your  operations?     A.  No. 

Q.  Does  the  Xew  England  Telegraph  Company  of  New  York 
make  reports?    A.  I  think  not. 

Q.  Are  you  a  stockholder  in  the  New  England  Telegraph  Com- 
pany ?    A.  No,  except  as  I  may  hold  a  qualifying  share. 

Q.  Who  does  own  that  stock  ?    A.  Why,  the  books  will  show. 

Q.  They  have  not  ?    A.  They  can  and  will. 

Q.  W^hat  books  ?    A.  Why,  the  stock  books. 

Q.  The  stock  book  shows  that  the  Farmers'  Loan  &  Trust  Com- 
pany OAvns  it  as  trustee?  A.  Then  they  own  it  if  the  books  say 
that. 

Q.  They  own  it  as  trustee;  who  are  they  trustee  for?  A.  I 
fancy  for  the  bondholders. 

Q.  What  bondholders?  A.  Well,  this  also  ante-dates  my  com- 
ing to  New  Y'ork,  but  I  understand  that  the  Postal  lines,  the  land 
lines,  were  bonded  for  $20,000,000. 

Q.  Do  you  know  about  when  that  happened  ?    A.  No,  I  do  not. 

Q.  Well,  what  do  you  mean  when  you  say  the  Postal  land  lintjs  ? 
A.  The  Postal  land  lines,  that  is  rather  awkward ;  the  land  lines ; 
we  always  call  the  land  lines  the  Postal  Lines. 

Q.  As  distinguished  from  the  cable  lines  ?  A.  As  distinguished 
from  the  cable  lines. 

Q.  Of  the  Commercial  Cable  Company  ?    A.  Yes,  sir. 

Q.  That  is,  everything  that  is  not  submarine  cable  is  a  land 
line?    A.  Yes,  sir. 

Q.  And  those  companies  are  all  operated  now  as  one  company  ? 
A.  The  land  line  companies  are,  yes. 

Q.  And  the  New  England  Telegraph  Company  is  one  of  those 
land  line  companies  ?    A.  One  of  about  forty  companies. 

Q.  Now,  that  gets  back  to  the  question  of  who  owns  the  stock 
of  the  New  England  Telegraph  Company  ?  A.  My  answer  is  the 
same  as  before;  the  stock  book  would  show. 

Q.  If  the  stock  books  don't  show;  we  have  testimony  to  that 
effect,  that  they  show  merely  that  the  Farmers'  Loan  &  Trust 
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Company  as  trustee  owns  that  stock  or  holds  it.  Now,  they  must 
be  holding  it  for  someone;  can  you  tell  who  that  someone  is? 
A.  No,  not  any  more  than  I  have  answered.  That  is  all  I  know 
about  it. 

Q.  What  company  issued  the  $20,000,000  of  bonds  which  you 
spoke  of?    A.  I  think  the  Commercial  Cable. 

Q.  What  is  that  company  ?    A.  That  is  the  Cable  Company. 

Q.  Is  it  also  a  holding  company  for  the  corporations  owning 
land  lines?  A.  I  don't  know,  but  originally  the  Cable  Company 
bought  the  land  lines.  The  land  lines  w^ere  necessary  to  the  Cable 
Company  as  feeders.  They  bought  the  land  lines  and  gave  bonds 
in  return  for  the  stock.  This  is  as  I  heard  it.  That  is  according 
to  my  knowledge  of  it. 

Q.  You  say  originally;  when  did  that  happen?  A.  I  don't 
know ;  I  can  find  out  the  date. 

Q.  Can  you  find  out  when  that  happened  ?    A.  I  can,  yes,  sir. 

Q.  I  thought  originally  the  Postal  Telegraph  Cable  Company 
owned  the  lines  ?  A.  I  am  speaking  with  reference  to  those  points 
you  asked  me. 

Q.  Now%  let  us  see  if  we  can  trace  this  through  and  get  it  on 
the  record,  and  get  it  right.  The  Postal  Telegraph  Company 
started  in  back  in  the  early  eighties,  and  owned  some  telegraph 
lines  and  built  some  telegraph  lines,  and  accumulated  some  tele- 
graph lines?     A.  Yes. 

Q.  Then  coming  down  to  1886,  the  Postal  Telegraph-Cable 
Company  was  formed  ?    A.  Yes. 

Q.  And  that  took  over  the  property  of  the  Postal  Telegraph 
Company?    A.  Yes,  sir,  I  think  so. 

Q.  Then  there  came  a  time  when  it  was  desirable  for  the  Postal 
Telegraph  Cable  Company  to  break  this  property  up  into  dif- 
ferent parcels  with  reference  to  State  lands  in  order  that  it  might 
have  the  right  of  eminent  domain?    A.  Yes,  sir. 

Q.  Then  various  small  companies  were  organized  in  the  dif- 
ferent states,  is  that  right?  A.  According  to  my  belief  that  is 
right;  you  have  stated  it  right. 

Q.  And  the  Postal  Telegraph  Cable  Company,  for  instance,  in 
the  State  of  Xew  York  deeded,  or  conveyed,  or  transferred  in  some 
manner,  all  its  property  in  New  York  State,  to  the  New  England 
Telegraph  Company?     A.  I  think  that  is  right. 
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Q.  And  it  took  back  from  the  Xew  England  Telegraph  Com- 
pany all  of  the  capital  stock  of  that  company  in  payment  for  the 
property  it  had  conveyed  ?  A.  No,  I  don't  know ;  I  cannot  answer 
that. 

Q.  Who  can  answer  that  ?    A.  I  think  Mr.  Bruch. 
Q.  Who?     A.  Mr.  Bruch,  the  vice-president. 
Q.  Where  does  he  live?    A.  In  Xew  York. 
Q.  He  is  vice-president  of  the  Xew  England  Telegraph  Com- 
pany ?     x\.  lie  is  the  third  vice-president  of  the  Xew  England 
Telegraph  Company. 

Q.  Charles  P.  ?  ^  A.  Charles  P.  Bruch. 

Q.  T  remember  addressing  a  letter  to  him  as  vice-president  of 
the  Xew  England  Telegraph  Company,  in  care  of  that  company, 
Xew  York  city,  some  time  ago,  and  it  was  returned  to  me,  saying, 
''  Xo  such  person  known ;  "  how  do  you  account  for  that  ?  A.  I 
cannot  account  for  it. 

Q.  You  think  that  that  should  be  made  the  subject  of  complaint 
to  the  postal  autorities  ?  A.  I  think  not.  I  get  letters  every  day 
with  no  address.  I  should  think  Mr.  Bruch  would  get  one  with 
some  address. 

Q.  If  I  furnish  you  with  the  envelope  showing  he  was  addressed 
as  vice-president  of  the  Xew  England  Telegraph  Company,  Xew 
York  citv,  and  the  letter  was  returned  —  A.  I  think  that  was  a 
failure  on  the  part  of  the  postal  authorities. 

Q.  You  think  possibly  it  was  owing  to  the  fact  that  the  Xew 
England  Telegraph  Company  of  Xew  York  was  not  very  well 
known  at  that  time  ?  A.  I  think  possibly,  and  I  think  also  prob- 
ably that  the  post  office  did  not  try  very  hard. 

Q.  Xow,  your  understanding  is  that  the  Postal  Telegraph  Cable 
Company  received  the  stock  of  the  smaller  company  in  return  for 
the  conveyance  of  the  lines  to  it,  but  you  are  not  clear  as  to  that  ? 
A.  I  am  not  clear  as  to  that.  As  I  say,  I  prefer  not  to  answer  any 
of  those  questions  because  I  am  only  guessing. 

Q.  I  don't  want  you  to  guess.  A.  If  you  will  just  let  me 
answer  to  operation,  I  will  take  care  of  it.  As  far  as  other  things 
are  concerned  it  is  merely  guessing. 

Q.  And  who  is  the  man  that  is  best  qualified  to  give  a  complete 
history  of  the  finances,  the  financial  transactions,  the  capitalization 
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and  tho  bond  issues  of  those  various  companies  from  the  beginning 
lip  to  the  present  time?  A.  I  do  not  think  any  one  man  can  do 
that,  because  we  have  a  big  company. 

Q.  Well,  suppose  that  several  men  could  do  it,  working  in  relay, 
give  me  the  names  of  the  men  that  can  do  it  'i  A,  I  think  I  can 
answer  as  to  the  operation.  Mr.  Bruch  can  answer  as  to  the 
organizations,  and  Mr.  Cuyler  or  Mr.  Piatt  in  regard  to  the  finan- 
cial part. 

Q.  I  did  not  get  the  last  two  names?  A.  Mr.  Cuyler  or  Mr. 
Piatt. 

Q.  You  think  Mr.  Cuyler  understands  all  of  the  financial  oper- 
ations of  the  company  ?     A.I  think  he  does,  yes. 

Q.  Together  with  the  whys  and  wherefores?     A.  I  think  so. 

Q.  Does  he  know  as  much  about  it  as  anyone?  A.  I  should 
think  so. 

Q.  You  heard  him  testifv?    A.  Yes. 

Q.  You  still  think  he  knows  as  much  about  it  as  anyone?  A.  T 
think  he  was  asked  to  answer  a  lot  of  questions  that  he  is  not  sup- 
posed to  know  anything  abcmt,  just  as  I  am  being  called  on. 

Q.  Who  is  supposed  to  know  about  the  matters  that  he  could 
not  inform  the  Committee  concerning?  A.  I  just  stated,  Mr. 
Piatt  or  Mr.  Bruch. 

Q.  Mr.  Piatt  would  know  all  about  those  matters?  A.  I  think 
so,  yes. 

Q.  I  read  from  Exhibit  25  for  identification,  item  7:  "The 
Champlain  Company  shall  on  the  tolls  on  interchange  telegraph 
'■business  collected  at  the  offices  of  the  Champlain  Company,  ac- 
' count  to  the  Xew  England  Company  for  the  amounts  which  the 
Kew^  England  Company  or  its  connections  may  pay  or  account  for 
to  other  connecting  lines,  including  ocean  cable  lines,  and  for  10 
per  cent,  of  the  balance,  retaining  90  ^per  cent,  of  such  balance; 
from  said  10  per  cent,  going  and  belonging  to  the  Xew  England 
Company  or  its  connections  there  shall  first  be  deducted  any  sums 
of  money  which  the  Champlain  Company  shall  have  paid  out  for 
construction  and  reconstruction  other  than  usual  repairs."  I* 
the  Cham])laiu  Company  able  out  of  that  10  ])er  cent,  to  maVe 
all  necessary  repairs,  construction  and  reconstruction  ?  A.  I  don't 
know.     That  is  a  nuitter  for  Mr.  Bruch. 
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Q.  That  does  not  come  within  the  operating  department?  A. 
Ko,  sir. 

Q.  I  read  from  Exhibit  23,  item  7 :  "  The  Pennsylvania  Com- 
pany shall,  on  the  tolls  on  interchange  telegraph  business  col- 
lected at  the  offices  of  the  Pennsylvania  Company,  account  to  the 
New  England  Company  for  the  amounts  which  the  New  England 
Company  or  its  connections  may  pay  or  account  for  to  other  con- 
necting lines,  including  ocean  cable  lines,  and  for  12i/>  per  cent, 
of  the  balance,  retaining  STV^  P^r  cent,  of  such  balance ;  from  said 
'I2Y2  l^r  cent,  going  and  belonging  to  the  Xew  England  Company 
or  its  connections  there  shall  first  be  deducted  any  sums  of  money 
which  the  Pennsylvania  Company  shall  have  paid  out  for  con- 
struction and  reconstruction  other  than  usual  repairs."  Is  that 
amount  sufficient  to  cover  the  ordinary  expenses  of  the  company 
for  construction  and  reconstruction,  or  that  percentage?  A. 
While  I  said  that  was  a  question  for  Mr.  Bruch,  I  will  answer  it 
by  saying  that  it  imdoubtedly  is,  or  that  would  not  be  the  pro- 
portion. 

Q.  That  is,  these  contracts  were  drawn  uj)  on  the  basis  of 
the  experience  of  the  companies?  A.  Yes,  sir;  and  they  all  vary 
according  to  the  different  sections. 

Q.  I  was  reading  from  the  contract  with  the  Postal  Telegraph 
and  Cable  Company,  No.  2.  Is  that  No.  2  a  part  of  the  title  of 
the  Pennsylvania  corporation?  A.  Yes,  sir.  In  connection  with 
what  I  stated  at  the  beginning  as  to  the  necessity  for  local  com- 
panies, in  Pennsylvania  we  have  five  or  seven  companies,  I  for- 
get which;  those  local  companies  are  all  necessary  on  account  of 
the  law,  which  requires  that  the  incorporation  shall  state  just 
where  you  are  going  to  build,  so  that  as  we  have  built  in  differ- 
ent sections  we  have  had  to  organize  different  companies,  and 
that  accounts  for  the  five,  six  or  seven  companies  in  Pennsylvania ; 
they  all  operate  in  different  territories. 

Q.  So  that  when  you  organized  your  first  company  under  the 
law  of  Pennsylvania,  you  were  not  permitted  to  state  that  you 
proposed  to  operate  over  the  whole  State?  A.  No;  we  had  to 
say  where  we  were  going  to  operate,  and  then  when  we  made 
another  extension  we  had  to  incorporate  another  company. 

Q.  You  could  not  get  the  right  to  extend  the  lines  of  the  first 
e*»nipany?     A.  No,  I  understand  not. 
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Q.  That  is  owing  to  a  Pennsylvania  statute?  A.  So  I  under- 
stand. 

Q.  I  read  from  Exhibit  24.  This  is  a  contract  between  the 
Postal  Telegraph  Company,  a  Pennsylvania  corporation,  and  the 
New  England :  "  The  Pennsylvania  Company  shall  on  the  tolls 
on  interchange  telegraph  business  collected  at  the  offices  of  the 
Pennsylvania  Company  account  to  the  New  England  Company 
for  the  amounts  which  the  New  England  Company  or  its  con- 
nections may  pay  or  account  for  to  other  connecting  lines,  includ- 
ing ocean  cable  lines,  and  for  85  per  cent,  of  the  balance,  retain- 
ing 15  per  cent,  of  such  balance;  from  said  85  per  cent,  going 
and  belonging  to  the  New  England  Company  or  its  connections 
there  shall  first  be  deducted  any  sums  of  money  which  the  Penn- 
sylvania Company  shall  have  paid  out  for  construction  and  recon- 
struction other  than  usual  repairs."  You  assume  also  that  that 
percentage  is  enough  in  that  case  to  pay  for  construction  and 
reconstruction  other  than  ordinary  repairs  ?    A.  Yes,  sir. 

Q.  Of  the  percentage  paid  over  to  the  New  England  Com- 
pany, you  cannot  tell  what  that  amounts  to  ?    A.  No,  sir. 

Q.  In  gross  in  the  course  of  a  year?    A.  No. 

Q.  Who  could  do  that  ?    A.  Mr.  Cuyler. 

Q.  Is  that  considered  a  part  of  the  gross  receipts  of  the  New 
England  Telegraph  Company  of  New  York?     A.  Which? 

Q.  The  percentage  provided  for  ?    A.  Yes,  I  should  say  so. 

Q.  For  instance,  the  Pennsylvania  Company  has  to  pay  over 
to  the  New  England  Company  all  of  the  moneys  which  the  New 
England  of  New  York  pays  out  on  messages  originating  in  the 
Pennsylvania  territory  ?    A.  Yes,  sir,  to  other  lines. 

Q.  To  other  lines  ?    A.  Yes,  sir. 

Q.  Including  all  the  cable  rates  paid  ?    A.  Yes,  sir. 

Q.  And  then  the  Pennsylvania  Company  pays  over  to  the  New 
England  Company  85  per  cent,  of  all  that  is  left  to  it?  A.  Yes, 
sir. 

Q.  Now,  is  that  85  per  cent,  of  gross  receipts  ?  A.  That  is  85 
per  cent,  of  the  net  receipts. 

Q.  Eighty-five  per  cent,  of  the  net  receipts  of  the  Pennsyl- 
vania Company?  A.  Yes;  doesn't  it  say  so,  after  what  is  left. 
Doesn't  it  say  85  per  cent,  after  what  is  left;  first  oif  pay  over 
what  the  New  England  Company  must  pay  out. 
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Q.  It  says  "  85  per  cent,  of  the  balance,"  but  that  is  only  on 
the  interchange  business  ?    A.  Yes,  sir. 

Q.  That  has  nothing  to  do  with  the  business  that  the  Pennsyl- 
vania Company  does  in  its  own  territory?    A.  No. 

Q.  Merely  if  the  Pennsylvania  Company  takes  a  message  from 
its  territory  and  puts  it  on  the  lines  of  the  New  England  Com- 
pany, it  pays  the  New  England  Company  85  per  cent,  of  that 
message?  A.  Eighty-five  per  cent  of  the  net;  if  the  New  Eng- 
land Company  should  pay  out  something  on  that  toll  that  would 
first  be  deducted. 

Q.  That  is,  if  the  New  England  Company  paid  out  fifty  cents 
on  that  message  —  suppose  the  message  cost  $1.50 —  A.  Yes, 
sir. 

Q.  —  to  go  through,  and  the  New  England  Conipany  had  to 
pay  fifty  cents  of  that  to  some  other  corporation  for  transmitting 
the  message,  it  would  receive  from  the  Pennsylvania  Company 
85  per  cent.  ?    A.  Yes,  of  the  remaining  dollar. 

Q.  And  the  Pennsylvania  Company  would  retain  fifteen  cents? 
A.  That  is  how  I  understand  it. 

Q.  Now,  it  provides  that  there  shall  first  be  deducted  any  suras 
of  money  which  the  Pennsylvania  C()mi)any  shall  have  paid  out 
for  construction  and  reconstruction  other  than  usual  repairs;  just 
what  does  that  cover?  A.  That  goes  back  to  that  first  question; 
it  means  then  that  they  divide  the  net;  they  divide  what  is  left 
after  they  have  paid  out  its  other  disbursements. 

Q.  But  the  Pennsylvania  Company  is  taking  in  money  from 
business  done  entirely  within  its  territory  i  A.  Yes,  that  belongs 
to  the  Pennsylvania  Company;  all  they  divide  is  the  through 
traffic. 

Q.  Yes,  but  do  they  charge  their  construction  and  reconstruc- 
tion against  the  15  per  cent,  first?    A.  Doesn't  that  say? 

Q.  On  the  interchange?    A.  How  does  that  read? 

Q.  Just  wait  a  moment  until  I  get  my  question.  The  Penn- 
sylvania Company  has  money  from  two  sources;  it  has  money 
from  its  own  business  in  its  own  territory  —    A.  Yes,  sir. 

Q.  —  and  it  gets  income  from  interchange  business  ?  A.  Yes, 
sir. 
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Q.  Xow,  does  it  pay  all  of  its  reconstruction  and  construction 
out  of  the  income  received  from  interchange  business,  or  does  it 
pay  a  part  of  it  out  of  the  moneys  it  receives  from  business  in 
its  own  territory  ?    A.  I  should  say  both.     It  pays  out  of  both, 

Q.  Which  does  it  use  first  ?    A.  I  could  not  say. 

Q.  Are  you  an  officer  of  that  company  ?    A.  Yes,  sir. 

Q.  What  office  do  you  hold  in  the  Pennsylvania  Company  — 
that  is,  the  Postal  Telegraph  Company  of  Pennsylvania  ?  A.  Xo, 
I  am  not  an  officer  of  the  Postal  Telegraph  Company  of  Pennsyl- 
vania ;  I  am  of  the  Postal  Telegraph  and  Cable  Company  Xo.  1. 

Q.  Xo.  1  ?    A.  Yes. 

Q.  Is  there  a  contract  existing  between  the  Postal  Telegraph 
and  Cable  Company  Xo.  1  of  Pennsylvania  and  the  Xew  Eng- 
land Telegraph  Company  of  Xew  York  ?  A.  I  could  not  answer 
that.    Mr.  Bruch  can. 

Q.  Who  can  ?    A.  Mr.  Bruch. 

Q.  He  could  tell  us  if  there  is  a  contract  with  that  company? 
A.  Yes,  sir. 

Q.  I  read  from  Exhibit  22,  contract  between  the  Xew  Eng- 
land Telegraph  Company  of  Xew  York  and  the  Postal  Telegraph- 
Cable  Company  of  Connecticut,  item  7 :  ^*  The  Xew  England 
Cable  Company  shall,  on  the  tolls  on  telegraph  business  inter- 
changed hereunder,  collected  at  offices  of  the  X"ew  England  Com- 
pany or  its  said  connections,  account  to  the  Connecticut  Com- 
pany for  the  amounts  which  the  Connecticut  Company  or  its 
connections  may  pay  or  account  for  to  other  connecting  lines, 
including  ocean  cable  lines,  and  for  34  per  cent,  of  the  balance, 
retaining  6(3  per  cent,  of  such  balance.  On  the  said  f34  per  cent, 
going  to  and  belonging  to  the  Connecticut  Company  or  its  con- 
nections, there  shall  first  be  deducted  anv  sums  of  monev  which 
the  Xew  England  C()m])any  shall  have  i)aid  out  for  construction 
or  reconstruction  other  than  usual  re])airs.''  Xow,  there  is  no 
account  between  the  Xew  England  Telegraph  Company  of  Xew 
York  and  the  Postal  Telegraph-Cable  Com))anv  of  Connecticut 
in  regard  to  the  interstate  business  or  the  intrastate  business,  as 
you  call  it,  of  the  Xew  England  Telegraph  Company;  is  that 
rierbt  ?     A.  T  don't  know.     1  can't  sav. 

Q.  Who  would  know  al>«)nt  that?     A.  ^Ir.  Bruch. 
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Q.  Do  you,  as  an  operating  man,  know  whether  you  first  pay 
the  expenses  of  construction  and  reconstruction  of  your  lines  out 
of  the  moneys  received  from  business  done  wholly  within  the 
State  of  Xew  York,  or  whether  it  is  first  paid  out  of  the  66  per 
cent,  referred  to  here  ?  A.  The  usual  method  is  to  pay  all  repairs 
and  maintenance  and  reconstruction  out  of  the  funds  in  the  par- 
ticular district  or  division.  All  construction  —  the  money  for 
construction  and -for  new  lines  is  usually  furnished  by  the  treas- 
urer; but  for  reconstruction  and  maintenance,  that  is  paid  out  of 
the  funds  of  the  district  or  division  in  which  the  work  is  done, 
provided  they  have  such  offices.  If  the  amount  needed  is  more 
than  they  have  on  hand,  or  more  than  the  receipts  of  that  district 
or  division  amount  to,  why,  they  must  make  a  requisition  on  Xew 
York,  for  the  amount,  on  the  treasurer. 

Q.  That  is  paid  pursuant  to  the  requisition  out  of  the  cash 
to  the  credit  of  the  land  line  account  ?    A.  Yes,  sir. 

Q.  So  that  the  company  operating  in  the  territory  that  is 
profitable  really  has  to  furnish  money  to  carry  along  the  com- 
panies operating  in  the  territory  that  is  not  profitable?  A.  It 
would  have  that  much  less  to  remit  when  they  paid  the  expenses. 

Q.  What  do  you  mean,  if  not  that,  what  do  you  mean  by  your 
statement?  A.  I  thought  you  were  trying  to  account  for  their 
having  cash  on  hand. 

Q.  No.  Are  there  any  companies  in  the  Postal  system  that  are 
not  profitable?  A.  Oh,  yes.  There  are  very  few  of  the  com- 
panies operating  separately  that  would  be  profitable.  It  is  only 
because  of  the  connecfing  line  arrangements  with  each  other  that 
make  them  profitable. 

Q.  Taken  altogether,  they  are  profitable?  A.  I  think  they 
are;  but  there  are  some  that  are  not  profitable,  just  as  I  pointed 
out.     The  Champlain  is  not. 

Q.  That  makes  a  lotv  ^    A.  That  makes  a  loss. 

Q.  Is  it  true  that  practically  all  of  them  operating  separately 
would  operate  at  a  loss?  A.  I  think  they  undoubtedly  would 
operate  at  a  loss. 

(}.  All  of  them?    A.  Yes,  sir. 

Q.  But  taken  together,  they  are  able  to  operate  at  a  profit? 
A.  Yes,  sir. 
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Q.  Are  you  an  officer  of  the  Commercial  Cable  Company  ?  A. 
No,  sir. 

Q.  You  don't  know  anything  about  the  operations  of  that 
company?    A.  No. 

Q.  What  is  the  bonded  indebtedness  of  the  Xew  England  Tele- 
graph Company  of  New  York?  A.  I  understand  there  are  no 
bonds;  no  bonded  indebtedness. 

Q.  Do  you  understand  that  there  ever  was  any  bonded  indebt- 
edness ?    A.  I  can't  answer. 

Q.  Do  you  understand  that  there  has  been  any  bonded  indebt- 
edness since  you  were  president  ?    A.  No ;  there  has  been  none. 

Q.  There  has  not  been  any  ?    A.  No. 

Q.  Has  it  any  mortgaged  debt  or  outstanding  time  notes?  A. 
None  that  I  know  of. 

Q.  So  that  if  you  stated  in  a  report  to  any  public  officer  that 
the  bonded  debt  on  December  31,  1908,  was  $050,000,  you  were 
saying  something  that  you  didn't  know  about  ?  A.  Well,  I 
wouldn't  know  about  that,  no. 

Q.  I  read  from  a  report  of  the  New  England  Telegraph  Com- 
pany, or  from  a  copy  of  the  report  of  the  New  England  Company 
to  the  State  Board  of  Tax  Commissioners  of  the  State  of  New 
York  for  the  year  ending  December  31,  1908:  ^'Schedule  B, 
funded  debt,  December  31,  1908.  Mortgage  bonds,  miscellaneous 
obligations,  income  bonds,  equipment,  trust  obligations  and  so 
forth,  December  31,  1908."  Under  the  heading  "  description  of 
each  issue  or  series  of  funded  debt  and  equipment  obligations  by 
name  as  designated  in  records  of  company,"  the  word  appears  to 
be  written  in  "  mortgage."  Under  the  heading  "  time  "  and  sub- 
heading "  Date  of  issue,"  the  words  and  figures  "  tTan.  1,  1897." 
Under  the  subheading  "  When  due,"  the  words  and  figures  "  Jan. 
1,  1897."  ^'Amount  of  authorized  issue."  Under  that  heading, 
the  figures  "  $650,000."  Under  the  heading  ''Amount  issued  and 
outstanding  in  hands  of  public,  $050,000."  Under  the  heading 
"  Amount  owned  by  company,  None."  Under  the  heading  "  In- 
terest "  and  subheading  "Rate,"  "4  per  cent."  Under  the  sub- 
heading "  When  payable,"  "  quarterly."  Under  the  heading 
"  Market  price  ]ier  dollar  of  par  value  "  and  underneath  the  sub- 
heading "Highest  and  lowest  of  1908,"  the  note  "None."     Did 
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jou  verify  such  a  rej)oH  as  that?  A.  That,  as  I  understand  it, 
is  the  proportion  which  the  New  England  Company  carries  of 
that  twenty  million  bond  that  we  were  discussing  —  the  Commer- 
cial Cable  bond. 

Q.  That  is  the  proportion  which  it  carries  ?    A.  Yes. 

Q.  Do  you  understand  that  the  New  England  Telegraph  Com- 
pany of  New  York  has  no  mortgage  on  its  property  ?  A.  Unless 
that  is.    That  is  a  legal  question  that  I  can't  answer. 

Q.  Well,  without  the  use  of  "  unless  "  or  "  if  "  or  "  perhaps  " 
or  "  maybe  "  or  "  because,"  will  you  tell  me  if  you  understand 
that  the  Xew  England  Telegraph  Company  of  New  York  has  no 
mortgage  whatever  on  its  property?  A.  Well,  I  don't  know.  I 
can't  answer  that. 

Q.  You  don't  know  ?    A.  No. 

Q.  Who  does  know?  You  are  the  president  of  the  company. 
A,  Mr.  Bruch  would  know. 

Q.  The  third  vice-president  knows  some  things  about  the  com- 
pany that  are  not  revealed  to  you,  then?  A.  He  has  charge  of 
certain  things  that  I  don't  have  charge  of  and  can't  keep  in  touch 
with. 

Q.  So  that  when  that  was  set  up  in  the  report  I  have  referred 
to,  you  didn't  know  whether  it  was  true  or  not  ?  A.  I  knew  it  was 
true  if  it  was  put  in  there. 

Q.  Do  you  know  now  if  it  is  true  ?    A.  If  it  is  in  there,  it  is. 

Q.  You  are  prepared  to  swear  now  that  there  is  in  existence  a 
mortgage  of  $650,000  upon  the  property  of  the  New  England 
Telegraph  Company  of  New  York?  A.  Yes,  if  it  is  in  that 
report. 

Q.  You  do  swear  to  that,  then?  A.  If  it  is  in  that  report, 
jes,  sir. 

Q.  Who  is  the  trustee  under  that  mortgage  ?  A.  I  don't  know, 
but  I  think  the  Farmers'  Loan  and  Trust  Company. 

Q.  When  was  the  mortgage  executed  ?    A.  I  don't  know. 

Q.  Did  you  execute  it  ?  A.  No,  that  is  before  my  time ;  before 
I  came  here. 

Q.  Were  you  ever  present  at  any  meeting  of  directors  when 
such  a  mortgage  was  authorized  ?  A.  No,  sir.  That  all  antedates 
my  time. 
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Q.  Who  has  charge  of  the  minute  books  of  the  meetings  of 
directors  of  the  New  England  Telegraph  Company  ?  A.  I  think 
Mr.  Bruch. 

Q.  They  are  within  your  control?  A.  Xo,  sir;  under  Mr. 
Bruch. 

Q.  Are  there  some  of  the  books  of  record  and  contracts  of  the 
Xcw  England  Telegraph  Company  that  are  not  under  your  con- 
trol as  president  of  the  company?  A.  They  are  all  under  my 
control,  but  Mr.  Bruch  has  direct  charge  of  them. 

Q.  Will  you  produce  before  the  Committee  to-morrow  morn- 
ing a  minute  book  of  the  corporation;  that  is,  a  minute  book  of 
the  meetings  of  directors,  or  any  other  book  or  paper  showing 
authority  given  to  the  oflficers  of  the  New  England  Telegraph 
Company  of  New  York  to  issue  a  mortgage,  or  execute  a  mort- 
gage, of  $650,000  to  the  Farmers'  Ix>an  and  Trust  Company  or 
to  any  other  individual  or  company  as  trustee?  A.  I  will  see  if 
I  can  get  those  books. 

Q.  And  will  you  also  produce  a  record  of  the  authority  given 
to  the  officers  of  that  company  to  issue  bonds  under  that  mort- 
gage ?    A.  I  will  try. 

Q.  You  think  you  can  produce  such  authority  ?  A.  I  think  so, 
yes,  sir. 

Q.  All  right,  I  wish  you  would.    A.  Yes,  sir. 

Q.  Are  you  the  owner  of  any  stock  in  any  of  the  companies 
making  up  the  Postal  system  ?    A.  Not  except  as  I  explained. 

Q.  Except  as  you  hold  what  are  known  as  qualification  shares 
in  different  companies  ?    A.  Yes. 

Mr.  Page:  I  suggest  an  adjournment  until  to-morrow  at  11 
o'clock. 

By  Chairman  Davis: 

Q.  Mr.  Nally,  I  would  like  to  inquire  about  a  message  sent 
from  Buffalo  over  the  Postal  to  Tarrytown.  What  route  would 
it  take  or  how  would  it  reach  Tarrytovm?  A.  We  don't  touch 
Tarrytown.    We  have  no  office  in  Tarrytown. 

Q.  Is  that  your  answer  to  my  question  ?    A.  Yes,  sir. 
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Q.  Supposing  I  go  into  the  office  of  the  Postal  Telegraph  Com- 
pany of  Buffalo  and  send  a  message  to  Tarrytown.  In  what 
manner  would  your  company  deliver  that  message  to  Tarrytown  ? 
Would  you  receive  it  ?    A.  We  would  take  it,  yes,  sir. 

Q.  And  tell  me  how  you  would  deliver  it  in  Tarrytown  ?  A. 
Well,  if  it  happened  to  be  addressed  to  someone  who  had  a  tele- 
phone, we  would  send  the  message  by  telephone  direct. 

Q.  From  where?  A.  To  the  person  in  Tarrytown  where  the 
telephone  is. 

Q.  From  where?    A.  From  New  York. 

Q.  From  New  York  by  telephone?  A.  Yes.  Or  we  would 
transfer  it  to  the  Western  Union  at  New  York. 

Q.  And  in  case  of  transferring  to  New  York  over  the  Western 
Union,  what  percentage  would  the  Western  Union  receive  from 
the  thirty-five  cents  paid  to  the  Postal  in  the  city  of  BuflFalo  ?  A. 
They  would  get  whatever  the  rate  is  from  New  York  to  Tarry- 
town, which  is  twenty-five  cents  plus  three  additional  words. 
They  would  get  about  thirty-one  cents;  thirty-one  to  thirty-four 
cents. 

Q.  The  Western  Union  would  receive  thirty-four  cents  and  the 
Postal  would  receive  one  cent  ?    A.  One  cent,  yes,  sir. 

Q.  Mr.  Cuyler  stated  that  that  telegram  would  leave  Buffalo 
and  go  to  Yonkers  and  there  be  telephoned  to  Tarrytown.  A. 
Well,  or  Yonkers ;  but  the  rate  would  be  the  same. 

Q.  While  the  Committee  was  in  session  in  the  city  of  Buffalo 
one  of  the  residents  there  made  a  complaint  against  the  Western 
Union  for  the  delayed  service  of  a  telegram  sent  in  that  manner, 
and  I  was  wondering  whether  Mr.  Cuyler  was  right  or  whether 
the  Western  Union  people  were  right;  they  testified  that  it  came 
to  New  York,  and  from  New  York  to  Tarrytown.  Mr.  Cuyler 
stated  that  it  went  to  Yonkers  or  some  other  place,  and  was  tele- 
phoned over.  A.  Our  plan  is  to  transfer  it  to  the  other  lines  at 
the  nearest  point.  In  other  words,  the  farthest  point  that  we  can 
handle  it.  We  handle  it  over  our  lines  as  far  as  we  can,  and  then 
we  transfer  it;  either  turn  it  over  to  the  telephone  company  or 
the  telegraph  company  at  the  nearest  point  to  the  point  of  destina- 
tion.   We  accept  everything  that  is  offered  us. 
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By  Vice-chairman  Meeeitt: 

Q.  Is  there  any  business  arrangement  by  which  you  perform 
the  same  service  for  the  Western  Union  ?    A.  Yes,  sir. 

Q.  In  which  case  the  same  rule  applies?  A.  Yes,  sir.  We 
have  a  number  of  offices  which  they  can  only  reach  through  our 
system.  We  have  nearly  2,000  offices  that  they  must  send 
through  us. 

(Book  marked  Exhibit  33  for  identification.) 

By  Mr.  Page: 

Q.  Mr.  Nally,  I  show  you  Exhibit  33  for  identification,  and 
ask  you  what  it  is  ?    A.  It  is  a  supplement  to  our  last  tariff  book. 

(List  marked  Exhibit  34  for  identification.) 

Q.  I  also  show  you  Exhibit  34  for  identification,  and  ask  you 
to  state  what  it  is?  A.  It  is  a  list  of  offices  of  our  company  on 
January  1,  1909. 

Q.  And  when  you  say  "our  company,'^  you  are  referring  to 
the  entire  Postal  system  ?    A.  And  connections. 

Q.  Land  lines,  cable  lines  and  connections?    A.  Yes,  sir. 

(List  marked  Exhibit  35  for  identification.) 

Q.  I  show  you  Exhibit  35  for  identification,  and  ask  you  what 
that  is?  A.  That  is  a  list  of  rates  from  New  York  city  to  all 
points  on  the  system. 

(List  marked  Exhibit  36  for  identification.) 

Q.  I  show  you  Exhibit  36  for  identification,  and  ask  you  what 
that  is?  A.  That  is  a  list  of  State  rates  from  New  York  and 
other  states. 

Q.  Is  it  possible,  by  referring  to  Exhibits  33,  34,  35  and  36, 
to  tell  the  rate  from  New  York  city  to  every  station  reached  by 
the  Postal  system  and  its  connections  ?    A.  Yes,  sir. 

Q.  You  spoke  of  Mr.  Bruch,  as  vice-president  of  the  company, 
who  could  give  a  great  deal  of  information  in  regard  to  the  finan- 
cial history  of  the  company  and  its  subsidiary  companies?  A. 
He  established  the  organization  and  that  system  of  accounting. 
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Q.  Will  he  appear  before  the  Committee  without  a  subpoena  ? 
A.  Yes,  sir. 

Q.  Be  here  to-morrow,  say  ?  A.  Yes,  sir ;  he  will  come  on  tele- 
phone call. 

Q.  Will  you  be  here  at  the  hour  we  adjourn  to  ?    A.  Yes. 

Q.  And  he  will  come  when  he  is  telephoned  for  ?    A.  Yes. 

Adjourned  to  December  15,  1909,  at  11  o'clock. 
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Aldebmanic  Chambeb,  City  Hall, 

New  Tobk,  December  15,  1909  — 11  a.  m. 

Present — Hon.  Geoboe  A.  Davis,  Chairman. 

Hon,  Edwin  A.  Mebbitt,  Jb.,    Vice'Chairman. 
Hon.  John  R.  Yale. 
Hon.  Abtemus  Wabd.  Jb. 


E.  J.  TAoii,  Esq., 

Odell  R.  Blaib^  Esq.,  ^  Counsel. 

John  T.  HExtBicii,  Esq.,   J 


Cliairman  Davis:   The  Committee  will  come  to  order. 
Edwabd  J.  Nally,  resumed. 

By  Mr.  Page: 

Q.  Mr.  Nally,  you  are  the  man  in  charge  of  the  operation  of 
the  New  England  Telegraph  Company  of  New  York?  A.  Yes, 
sir. 

Q.  And  in  that  capacity  you  are  familiar  with  its  properties 
within  the  State  ?    A.  Fairly  so,  sir. 

Q.  And  also  familiar  with  the  value  of  them  ?    A.  Yes. 

Q.  Will  you  inform  the  Committee  as  to  the  number  of  miles 
of  line  which  the  New  England  Company  owns  in  the  State  of 
New  York  and  outside  of  the  city  of  Greater  New  York,  if  you 
divide  it  in  that  way  ?  A.  I  thought  I  had  the  mileage.  I  have 
got  all  the  other  information,  but  I  have  not  the  mileage.    I  can 

get  that.    It  is  on  another  slip ;  I  do  not  seem  to  have  it  here. 
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Q.  You  could  not,  without  your  memoranda,  tell  anywhere 
near  the  number  of  miles  ?  A.  No,  I  could  only  guess,  Mr.  Page ; 
but  I  can  get  that  for  you.  I  have  the  number  of  offices  and  all 
the  other  information. 

Q.  In  calculating  your  mileage,  do  you  figure  your  miles  o£ 
pole  line,  miles  of  pole  line  without  regard  to  the  number  of  wires 
they  carry  ?    A.  Yes. 

Q.  What  is  the  maximum  number  of  wires  carried  by  any  of 
the  lines  —  that  is,  outside  of  the  city  ?  A.  I  could  not  answer 
that. 

Q.  Can  you  tell  anywhere  near?  A.  As  a  rule,  twenty  wires 
is  a  big  load  for  a  pole. 

Q.  Twenty  is  about  the  maximum?  A.  Yes,  twenty  is  about 
the  maximum. 

Q.  What  is  the  minimum  number  of  wires  that  you  have  on 
rural  lines  ?    A.  One  wire. 

Q.  One  single  wire  ?    A.  Yes. 

Q.  That  is,  in  telegraphing,  it  is  not  necessary  to  make  a  cir- 
cuit ;  you  make  it  return  through  the  earth  ?    A.  Xo. 

Q.  How  many  wires  are  necessary  in  duplex  or  multiplex? 
A.  One  wire. 

Q.  One  wire  is  sufficient  ?    A.  Yes. 

Q.  Is  there  any  considerable  amount  of  business  done  by  the 
New  England  Telegraph  Company  by  what  is  known  as  the 
duplex  or  multiplex  system  ?  A.  Yes.  Of  course,  we  duplex  or 
we  quad  all  wires  that  we  can  make  work  for  where  we  have  the 
requirements,  where  business  requires  it. 

Q.  Do  you  use  the  system  of  multiplex  known  as  the  Rowland 
system  ?    A.  Not  now,  no,  sir. 

Q.  You  did  at  one  time  ?    A.  Yes,  sir. 

Q.  And  when  was  it  discarded  ?    A.  A  few  months  ago. 

Q.  What  system  do  you  use  now  ?    A.  Use  the  Morse. 

Q.  Morse  system?     A.  Yes,  the  old  Morse  system,  except  in 

one  instance.     We  are  experimenting  with  another,  what  we  call 

the  Wright  printed,  between  New  York  and  Washington;  wo 
are  experimenting  with  it. 

Q.  And  the  Rowland  system  has  been  entirely  discarded  by 

all  the  companies,  so  far  as  you  know?     A.  I  think  not  by  all 

companies,  but  by  us.     It  is  still  in  use  very  largely  abroad. 
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Q.  There  is  a  system  known  as  the  Barclay  system,  isn't  there  ? 
A.  Yes. 

Q.  Is  that  in  use  now?  A.  In  the  Western  Union  service,  I 
understand. 

Q.  Not  with  any  of  the  Postal  companies?    A.  No. 

Q.  Can  you  give  the  Committee  any  information  as  to  the 
number  of  miles  of  line  which  von  have  in  the  citv  of  Greater 
New  York?  A.  I  could  not  give  it.  I  could  find  out.  We  have 
verv  little  miles  of  line. 

Q.  By  line  you  mean  aerial  line  ?  A.  Yes,  miles  of  wire  — 
by  miles  of  line  wo  mean  poles. 

Q.  Your  wire  in  the  city  of  Greater  New  York  is  mostly 
underground?    A.  In  cables,  yes,  sir. 

Q.  Have  you  in  Bronx  borough  some  cables  carried  on  poles? 
A.  I  think  so,  yes. 

Q.  And  that  is  true,  also,  of  Queens  borough?  A.  I  think 
so,  yes. 

Q.  How  about  Brooklyn  ?    A.  Brooklyn  also. 

Q.  Is  there  a  conduit  system  in  Brooklyn?    A.  Yes. 

Q.  That  your  wires  are  carried  on  ?  A.  We  carry  our  wires 
partly  overhead  and  partly  underground  in  Brooklyn. 

Q.  Can  you  state  how  many  miles  of  wire  in  Brooklyn  are 
carried  overhead  and  in  cables  ?    A.  I  could  not  say^  offhand. 

Q.  Have  you  any  overhead  wire  there  that  is  not  in  cables? 
A.  I  think  so. 

Q.  You  can't  tell  how  much  of  that  ?  A.  No.  The  messenger 
call  boxes ;  those  wires  are  largely  overhead. 

Q.  And  not  in  the  cables  ?  A.  In  cables  where  we  can.  Where 
we  needed,  the  distribution  they  are  overhead. 

Q.  Mostly  in  cables?  A.  I  should  say  mostly  overhead  where 
they  run  separately. 

Q.  You  do  carry  some  wires  overhead  in  cables  ?    A.  We  carry 
the  trunk  lines  in  cables,  but  distributing  wires  must  run  over 
head  —  aerial. 

Q.  And  do  you,  in  Brooklyn,  carry  any  of  your  service  wires 
in  cables  on  poles?  A.  I  could  not  say,  offhand.  I  could  find 
out 
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Q.  You  spoke  of  wires  being  in  conduits  in  Brooklyn.  Who 
owns  those  conduits?    A.  In  Brooklyn? 

Q.  Yes.    A.  I  couldn't  say. 

Q.  Do  you  know  whether  the  Xew  England  Telegraph  Com- 
pany owns  them  or  whether  it  rents  space  in  them?  A.  I  don't 
know  as  to  Brooklyn. 

Q.  There  must  be  someone  who  knows  as  to  Brooklyn?  A. 
Perhaps  Mr.  Bruch  can  tell.  I  am  sure  we  do  own  some  ducts, 
because  that  question  came  up  when  we  moved  our  offices  a 
couple  of  years  ago. 

Q.  Do  you  mean  you  own  or  do  you  rent?  A.  I  mean  we 
have  ducts.    I  don't  know  whether  w^e  own  or  rent  them. 

Q.  Will  you  look  it  up  and  see  whether  you  owm  or  rent,  and 
if  you  rent,  just  whom  you  rent  from?    A.  Yes. 

Q.  On  the  island  of  Manhattan  how  are  your  wires  carried, 
in  the  air  or  in  ducts?  A.  We  have  overhead  wires  in  Manhat- 
tan; that  is,  we  use  overhead  wires  to  run  to  the  different  places 
where  we  install  call  boxes;  for  instance,  we  have  installed  in 
New  York  city,  for  the  accommodation  of  our  patrons,  over 
30,000  call  boxes. 

Q.  And  are  the  wires  for  those  carried  entirely  in  the  air? 
A.  Xot  entirely,  but  some  places  they  are.  Where  we  can  put 
them  on  the  ground  we  do.  Where  we  can  distribute  them  to 
a  common  terminal  they  are  underground  or  in  cables. 

Q.  Mostly  how  are  they  ?  A.  The  most  of  the  trunk  lines,  I 
should  say,  are  underground. 

Q.  And  distributing  lines  are  in  the  air?     A,  In  the  air,  yes. 

Q.  Do  you  own  the  ducts  that  your  cables  run  in  underground 
in  ^lanhattan?  A.  No;  I  think  we  rent  them  from  the  Empire 
Subway  Company. 

Q.  Can  you  tell  how  many  miles  of  cable  you  have  in  ducts 
on  Manhattan  island  ?     A.  Not  offhand. 

Q.  Could  you  find  out  and  let  the  Conmiittee  know?     A.  Yes. 

Q.  Now,  when  you  speak  of  cable,  you  refer  to  a  lead  covered 
cable  containing  a  great  many  pairs  of  wires?  A.  Conductors, 
ves. 

Q.  About  how  many  pairs  of  wires  are  there  in  a  cable?  A. 
From  one  to  two  hundred  —  125  or  150. 
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Q.  What  would  the  average  be?  A.  Mostly  twenty,  I  should 
say. 

Q.  You  don't  count  your  wires  in  pairs,  do  you  ?  A.  We  have 
some  cables  containing  twisted  pairs. 

Q.  Mostly  the  single  wire  is  grounded  at  either  end  for  the 
return  current,  so  that  every  wire  is  in  line  ?    A.  Each  wire. 

Q.  Averaging  about  twenty  to  any  duct?    A.  Yes. 

Q.  From  what  company  do  you  rent  space?  A.  The  Empire 
Subway  Company. 

Q.  On  what  basis?  A.  That  I  can't  answer.  It  is  a  rental 
basis  —  a  certain  rental  for  a  large  duct  and  a  less  rental  for  a 
small  one. 

Q.  Yes.  It  does  not  depend  upon  the  number  of  wires  in 
the  duct  ?    A.  No ;  the  size  of  the  duct. 

Q.  Can  you  inform  the  Committee  this  afternoon  as  to  the 
basis  of  the  rental  ?    A.  Yes. 

Q.  How  is  that  paid  for  —  by  checks  of  the  New  England 
Telegraph  Company?    A.  I  cannot  answer;  I  can  find  out. 

Q.  That  would  naturally  come  in  the  checking  account,  would 
it  not  ?    A.  Yes. 

Q.  The  account  kept  in  the  name  of  the  Postal  —  the  one  Mr. 
Cuyler  spoke  of  yesterday  ?    A.  Yes,  probably. 

Q.  Can  you  tell  how  much  space  you  occupied  ?    A.  No. 

Q.  Or  how  many  miles  of  duct  you  occupied  ?    A.  No. 

Q.  Have  you  any  records  that  would  show  that?  A.  There 
are  records,  yes. 

Q.  In  what  book  would  those  records  be  kept?  A.  I  suppose 
the  line  department  of  the  company. 

Q.  Are  you  familiar  with  the  books  of  the  line  department  ? 
A.  Yes,  I  can  find  out. 

Q.  In  general,  what  books  have  they?  A.  They  have  records 
of  ducts,  records  of  lines  everywhere,  so  that  they  know  exactly 
what  we  have  in  the  way  of  wires,  cables  and  poles. 

Q.  Is  that  record  kept  in  the  form  of  a  ledger?  A.  No,  it  is 
just  a  record. 

Q.  Or  an  ordinary  record  book?     A.  There  may  bo  diagrams. 

Q.  Have  you  maps  or  diagrams  showing  the  entire  system 
owned  by  the  New  England  Telegraph  Company  ?    A.  I  think  so. 

Q.  Have  you  duplicates  of  them  ?    A.  I  don't  know. 


576  [Senate 

Q.  If  you  have  duplicates,  will  you  furnish  duplicates  to  the 
Committee?     A.  Yes. 

Q.  Or  allow  the  Committee  to  examine  the  original  if  you 
have  not  a  duplicate  ?    A.  Yes. 

Q.  Does  the  New  England  Telegraph  Company  of  New  York 
own  any  real  estate?    A.  Not  that  I  know  of. 

Q.  That  is,  outside  of  the  poles  and  lines,  if  they  are  consid- 
ered real  estate,  that  is  all  they  own?  A.  Not  that  I  know  of. 
Oh,  I  recall  that  we  do  own  some  small  parcel  of  land  where  we 
have  our  towers,  our  marine  service  towers,  down  at  Navesink. 
In  order  to  erect  our  towers  we  had  to  buy  a  small  parcel  of  land. 
I  think  that  is  the  only  land  the  company  owns. 

Q.  What  do  you  mean  by  towers  at  Navesink  ?  Has  the  New 
England  Company  a  marine  service?    A.  Yes. 

Q.  Where  to  ?  A.  We  have  those  watch  towers  where  we  keep 
our  men  at  all  times  on  the  lookout  for  steamers'  arrival  and  the 
departure  of  steamers ;  that  is  part  of  our  service. 

Q.  Just  tell  the  Committee  how  that  is  done,  won't  you?  A. 
There  is  nothing  to  it  except  we  have  those  towers  erected  at 
the  most  convenient  places  to  sight  the  incoming  steamers,  with 
the  idea  to  give  information  as  rapidly  as  possible  to  notify 
steamship  companies  and  to  notify  friends  of  passengers. 

Q.  How  is  that  information  distributed?  A.  Telegraphed  to 
our  main  office  and  distributed  to  whoever  subscribes  for  it. 

Q.  It  is  a  regular  service  that  is  sold  at  so  much  per  year  or 
per  month  ?    A.  Yes. 

Q.  That  is  done  by  the  New  England  Telegraph  Company  as 
a  separate  department?  A.  No,  it  is  handled  as  a  separate  de- 
partment, but  it  is  a  part  of  our  marine  service. 

Q.  About  what  does  that  amount  to  in  the  course  of  a  year? 
A.  I  could  not  say. 

Q.  Who  would  know  that  ?  A.I  could  find  out.  It  is  part  of 
our  record. 

Q.  Is  that  carried  as  a  separate  account  on  the  ledger  —  the 
account  of  a  separate  department  ?    A.  No. 

Q.  I  want  to  ask  you  in  regard  to  the  distribution  of  the  sal- 
aries of  the  executive  officers  of  the  various  operating  Postal  com- 
panies.    Now,  I  assume  that  you  are  all  paid  a  salary  —  the 
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executive  oflScers  that  hold  offices  in  different  countries,  as  Mr. 
Cuyler  testified  he  was  an  officer  of  some  forty  or  fifty  companies : 
Are  those  salaries  all  paid  by  the  New  England  Telegraph  Com- 
pany of  Xew  York,  or  are  they  distributed  over  all  the  operating 
companies?  A.  I  receive  my  check  from  Mr.  Cuyler,  who  draws 
a  check  on  the  Postal  Telegraph-Cable  Company  checking  ac- 
count, as  he  explained;  and  I  assume  that  each  company  pays 
its  proportion. 

Q.  Do  you  know  whether  or  not  that  is  figured  out  on  any 
particular  basis  and  distributed  to  the  various  companies  and 
charged  up  against  each  company,  or  is  it  drawn  jointly  out  of 
the  land  lines  account,  without  regard  to  where  the  money  comes 
from?  A.  I  don't  know  as  to  the  method  of  accounting,  but  I 
think,  however,  that  it  is  apportioned  to  each  company. 

Q,  But,  so  far  as  you  know,  you  get  your  check  out  of  the 
Postal  Telegraph  Cable  Companys'  checking  account,  by  means 
of  a  check  signed  by  Mr.  Cuyler  as  treasurer?  A.  Yes,  assistant 
treasurer. 

Q.  Now,  we  were  discussing  a  mortgage  of  $650,000  against 
the  New  England  Telegraph  Company  of  New  York.  Now,  as 
matter  of  fact,  there  is  no  such  mortgage,  is  there,  Mr.  Nally? 
That  is,  the  New  Englmid  Telegraph  Company  of  New  York  has 
not  executed  a  mortgage  for  that  amount  upon  its  property? 
A.  My  understanding  is  they  assumed  that  amount. 

Q.  That  does  not  go  quite  to  it.  Has  the  New  England  Com- 
pany as  a  company  executed  a  mortgage  of  its  property  to  any- 
one? A.  I  don't  know.  Mr.  Bruch  has  the  minute  book,  and 
perhaps  if  you  ask  him  questions  he  will  give  you  light  on  that. 

Q.  What  is  your  understanding  about  that?  A.  My  under- 
standing is  just  what  I  have  stated,  that  the  New  England  Com- 
pany assumed  its  part  of  a  general  mortgage  of  $20,000,000, 
$650,000,  and  guaranteed  the  principal  and  the  interest. 

Q.  TIpon  that  proportion  of  it?     A.  That  proportion  of  it. 

Q,  And  the  mortgage  that  you  mention  is  a  mortgage  which 
%Tas  executed  by  the  Commercial  Cable  Company  in  1897? 
A.  Yes  —  Januarv  1st. 

Q.  To  the  Farmers'  Ix)an  &  Trust  Company  as  trustee? 
A.  Yes. 
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Q.  Now,  that  mortgage  was  not  so  much  a  mortgage  upon  real 
estate  as  it  was  a  trust  agreement,  if  I  understand  it  right ;  is  that 
your  understanding?    A.  I  don't  know  that  I  can  answer  that. 

Q.  Do  you  know  whether  or  not  the  security  for  the  payment 
of  the  bonds  issued  under  that  mortgage  consisted  of  stock  in 
subsidiary  postal  companies  which  was  deposited  with  the  Far- 
mers Loan  &  Trust  Company  as  trustee  for  that  purpose? 
A.  Mr.  Bruch  can  answer  that  question;  I  cannot. 

Q.  You  can't  state  that?    A.  No. 

Q.  Was  the  arrangement  in  regard  to  the  assumption  of  a  por- 
tion o.f  that  mortgage  by  the  New  England  Telegraph  Company 
made  by  you?    A.  No. 

Q.  Was  it  made  with  your  knowledge  ?  A.  No ;  it  was  before 
my  time. 

Q.  That  was  before  you  came  with  the  company?    A.  Yes. 

Q.  You  don't  know  when  it  was  made  ?    A.  No. 

Q.  Subject  to  the  lien  of  the  trust  agreement  that  I  have 
mentioned  on  the  stock  of  the  New  England  Telegraph  Company, 
is  it  your  understanding  that  that  stock  belongs  to  the  Commercial 
Cable  Company?    A.  I  don't  know. 

Q.  Have  you  any  idea  as  to  who  are  the  actual  owners  of  all 
of  the  Postal  companies  making  up  the  Postal  system?  A.  I 
believe  the  Commercial  Cable  Company. 

Q.  The  Commercial  Cable  Company.  There  is  a  Postal  Tele- 
graph Company  or  Telegraph  Cable  Company,  a  Connecticut 
corporation,  is  there  not?    A.  Yes. 

Q.  And  primarily  that  company  is  the  owner  of  nearly  all  of 
the  operating  companies  throughout  the  United  States,  that  go  to 
make  up  the  Postal  system,  is  it  not  ?  A.  I  don't  know  that  it  is. 
I  know  it  is  a  sort  of  overlying  company. 

Q.  That  is  your  understanding,  that  it  is  a  sort  of  general 
clearing  house  for  all  of  the  companies  ?    A.  Yes. 

Q.  And  that  that  company  is  owned  by  the  Commercial  Cable 
Company;  is  that  right?  That  is  your  understanding  of  it? 
A.  Yes. 

Q.  So  that  the  title  to  the  various  operating  companies  gets  to 
the  Commercial  Cable  Company  through  the  medium  of  the  Con- 
necticut corporation  ?    A.  I  think  so. 
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Q.  And  who  owns  the  Commercial  Cable  Company?  A.  I 
don't  know  who  owns  that  stock. 

Q.  Have  you  any  information  in  regard  to  that?  A.  I  know 
who  o^vns  some  of  it.  I  know  that  the  Mackay  companies  own 
some  of  it. 

Q.  The  Mackay  companies?     A.  Yes. 

Q.  Isn't  it  generally  understood,  or  don't  you  understand  that 
the  Mackay  companies  own  all  of  the  Commercial  Cable  Com- 
pany's stock,  or  practically  all  of  it?  A.  Practically  all,  I  should 
imagine. 

Q.  What  is  the  Mackay  Company  or  Mackay  Companies? 
A.  The  Mackay  Company  is  a  Massachusetts  company,  .a  volun- 
tary association. 

Q.  That  is  not  incorporated?     A.  I  think  not. 

Q.  A  voluntary  association;  and  amoimting  practically  to  a 
partnership  ?    A.  I  don't  know  exactly  what  the  legal  effect  is  ? 

Q.  You  don't  know  whether  it  has  filed  papers,  when  you  say 
association,  in  the  office  of  the  Massachusetts  Secretary  of  State? 
A.  I  really  don't  know. 

Q.  Who  are  the  directors  of  the  New  England  Telegraph  Com- 
pany ?  A.  I  am  a  director ;  Mr.  Bruch,  Mr.  Cuyler,  Mr.  Adams ; 
I  can't  recall  all  the  others.  /  : 

Q.  How  many  are  there  ?    A.  Four  or  five. 

Q.  I  don't  know  but  what  I  have  that  information  here.  If 
I  have  you  can  verify  it  if  you  will :  E.  J.  Nally,  C.  C.  Adams 
and  C.  P.  Bruch  —  does  that  complete  the  list  ?    A.  Yes. 

Q.  Those  are  all  of  the  directors?  A.  I  think  so,  unless  Cuy- 
ler is. 

Q.  The  secretary  is  W.  B.  Dunn?    A.  Yes. 

Q.  Is  he  still  secretary  of  the  company?  A.  Yes. 

Q.  And  Mr.  Cuyler  is  treasurer?    A.  Yes. 

Q.  And  neither  the  secretary  nor  treasurer  is  a  director.    Who, 
is  Mr.  W.  H.  Brown  —  is  there  such  a  man  as  that  ever  connected 
with  the  New  England  Telegraph  Company?     A.  Never  heard 
of  him. 

Q.  Or  any  of  the  companies  so  far  as  you  know?  A.  Never ^ 
heard  of  the  name. 
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Q.  Who  dictates  the  policy  of  the  Kew  England  Telegraph 
Company?    A.  As  to  what? 

Q.  As  to  its  general  business  affairs?  A.  I  am  supposed  to  be 
the  general  manager. 

Q.  You  ar^  president  and  general  manager?     A.  Yes. 

Q.  Do  you  consult  with  your  associates,  Mr.  Adams  and  Mr. 
Bruch,  in  regard  to  matters  of  policy  ?    A.  Yes. 

Q.  Do  you  consult  with  any  other  persons?     A.  Yes. 

Q.  Who,  primarily?     A.  Well,  Mr.  Mackay. 

Q.  And  who  else,  next  to  Mr,  Mackay,  do  you  consult  on  ques- 
tions involving  policy?     A.  Probably  Mr.  Ward. 

Q.  What  is  his  name?     A.  George  G.  Ward. 

Q.  Is  he  located  in  Xew  York  ?    A.  Yes. 

Q.  And  who  next?     A.  Mr.  Piatt. 

Q.  Mr.  Piatt  has  been  mentioned  as  the  treasurer  of  the  Com- 
mercial Cable  Company  ?  A.  Yes,  sir,  and  also  the  Postal  Tele- 
graph Cable  Company  of  New  York. 

Q.  And  next  after  Mr.  Piatt?     A.  Mr.  Stevens,  the  secretary. 

Q.  What  is  his  first  name  ?     A.  J.  O.  Stevens. 

Q.  His  home  is  in  Xew  York?  A.  I  think  he  lives  in  New 
Jersey. 

Q.  And  who  after  Mr.  Stevens?  A.  I  think  I  gave  you  the 
list. 

Q.  That  is  practically  all  of  the  people  ?    A.  All  of  the  officers. 

Q.  That  you  discuss  affairs  of  the  New  England  Telegraph 
Company  with?    A.  Yes. 

Q.  There  has  been  some  suggestion,  T  believe,  that  there  was  a 
community  of  interests  between  the  Western  Union  Telegraph 
Company  and  the  Postal  Telegraph  Company;  what  do  you  say 
as  to  that  ?  A.  Well  —  '^  communitv  of  interests  "  —  I  don't 
know  what  that  means  exactly  in  the  sense  you  use  it. 

Q.  Is  it  true  in  any  sense?  A.  I  know  that  there  is  a  mighty 
hot  competition  from  the  very  beginning  —  hot  enough  to  turn 
my  hair  gray  and  remove  the  few  I  started  with. 

Q.  Not  only  turned  it  gray,  but  took  some  of  it  off?  A.  Took 
some  of  it  off.  I  don't  lx»lieve  there  has  been  more  competition 
between  any  companies  in  the  history  of  the  world  than  between 
the  Western  Union  and  the  Postal,  from  the  very  beginning. 
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Q.  How  has  that  competition  manifested  itself?  A.  In  every 
way  it  is  possible  to  obtain  business,  particularly  the  matter  of 
service.  We  have  given  that  question  more  thought  —  more  study 
than  anything  else,  because  we  believe  it  resolves  itself  into  a 
question  of  service.  There  is  very  little  sentiment  among  the 
people. 

Q.  That  is,  the  people  will  trade  at  the  shop  that  serves  them 
best?     A.  Yes. 

Q.  Other  things  being  equal?  A.  That  is  the  only  way  we 
find  we  can  hold  business. 

Q.  That  competition  has  gone  mostly  to  the  question  of  ser- 
vice?   A.  Yes, 

Q.  You  have  endeavored  to  deliver  your  messages  a  little 
quicker  than  the  Western  Union  could  deliver  the  messages  it 
had  to  deliver?    A.  That  has  been  our  eflFort. 

Q.  Or  quicker  than  you  thought  it  could  ?    A.  Yes. 

Q.  Do  you  want  to  say  to  what  extent  you  have  succeeded  in 
your  intention  in  giving  better  service?  A.  Well,  I  feel  abso- 
lutely secure  in  saying  that  there  never  has  been  such  service  in 
the  history  of  telegraphing  anywhere  in  the  world  such  as  the 
Postal  Telegraph  Cable  Company  is  putting  up.  We  inaugurated 
what  we  call  our  special  rush  service  last  August.  It  is  a  service 
that  we  give  personal  supervision  to  from  the  time  the  message 
reaches  —  from  the  time  the  customer  pulls  the  box  for  our  boy 
until  we  make  final  delivery.  We  have  done  everything  we  pos- 
sibly could  to  expedite  and  facilitate  that  service;  we  even  give^ 
the  boy  who  responds  to  the  call  a  bonus  to  accelerate  his  speed' 
in  getting  that  message  to  our  main  office,  and  we  rush  it  through* 
every  part  of  our  line  right  through  to  destination. 

Q.  Do  you  put  in  a  separate  call  box  for  ihat  kind  of  service  ? 
A.  No;  we  have  the  regular  call  boxes. 

Q.  Or  make  a  special  contract  with  your  customers  ?  A.  No 
contract  at  all,  except  we  give  special  service  we  are  giving  special 
attention  to. 

Q.  Do  you  do  that  with  every  customer  ?    A.  Every  customer., 

Q.  So  that  you  have  increased  the  amount  paid  your  messenger 
boys  for  what  you  call  pick-ups  —  is  that  the  right  term  ?  A.  Yes^ 
What  we  started  out  to  do  was  to  create  special  zones  for  this 
special  rush  service. 
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Q.  It  is  a  matter  of  the  location  of  the  customer  rather  than  a 
matter  of  special  contract?  A.  Yes,  a  matter  of  location.  For 
example,  it  is  such  a  service  in  telegraphy  as  the  New  York  Cen- 
tral and  Pennsylvania  give  in  connection  with  their  limited  train 
service,  between  points  where  the  volume  of  our  service  is  suffi- 
cient and  reasonably  constant,  we  hook  up  wires  over  which  we 
rush  all  that  business;  for  instance,  between  Chicago  and  New 
York  we  put  up  special  wires  and  maintain  them  for  this  special 
rush  service ;  everything  between  Chicago  and  New  York  is  rush, 
because  the  volume  is  regular  and  sufficient.  We  add  Phila- 
delphia and  Washington  — 

Q.  What  points  in  the  State  of  New  York  are  given  the  benefit 
of  the  special  rush  service  ?    A.  Any  town  of  any  importance. 

Q.  Well,  how  many  of  them  are  ?  A.  Offhand  I  could  not  say, 
but  all  of  the  large  places  —  all  important  places  —  Syracuse, 
Rochester  and  Albany,  and  others. 

Q.  Auburn?     A.  Not  Auburn;  Albany. 

Q.  Is  it  given  to  Auburn?    A.  I  think  not. 

Q.  And  Binghamton?    A.  And  I  think  probably  Binghamton. 

Q.  How  about  Watertown?  A.  It  is  more  specially  confined 
to  places  where  we  can  work  direct,  to  large  cities  where  the 
volume  of  traffic  is  sufficient  to  warrant  the  special  service. 
.  Q.  How  about  Utica?  A.  We  are  giving  a  good  service.  I 
don't  know  that  we  are  able  to  give  better  service  where  the 
volume  is  sufficient. 

Q.  You  give  it  to  Buffalo?     A.  Yes. 

Q.  But  not  to  Batavia  ?    A.  Probably  not. 
.  Q.  Give  it  to  Rochester?     A.  Yes. 

Q.  But  nof  to  Oswego?    A.  Probably  not. 

Q.  Give  it  to  Syracuse?    A.  Yes. 

Q.  TJtica?     A.  Yes. 

Q.  Albany?     A.  Yes. 

Q.  And  the  metropolitan  district?    A.  Large  places. 

Q.  What  part  of  the  metropolitan  district  or  the  city  of 
Greater  New  York  is  given  the  benefit  of  this  service  ?  A.  Prac- 
tically all  branch  offices. 

Q.  All  brareh  offices  have  direct  wires,  so  that  business  can  be 
rushed  from  those  points  to  all  other  points  which  have  the  special 


No.  38.]  583 

rush  service  ?  A.  Yes.  I  have  here  twenty-five  letters  from  cus- 
tomers that  have  come  to  us  within  the  last  month  or  two  —  volun- 
tary testimony  as  to  our  service. 

Q.  Suppose  you  read  one  of  them;  pick  out  the  best  one;  I 
suppose  you  have  those  arranged  so  that  the  best  berries  are  on 
top  ?  A.  I  am  sorry  I  have  not.  Here  is  one  from  the  Canadian 
Pacific  Railway  Company: 

Nkw  York.  N.  Y.,  Aug,  26.  1909. 
Messrs.  PostfU  Telegraph  Co,,  16  Beaver  8t,,  City: 

Gbntlehen. —  I  note  with  pleasure  that  you  have  established  a  "Special 
Hush  Service"  which  is  particularly  valuable  to  us  on  special  business 
between  New  York  and  Montreal. 

There  has  been  a  decided  improvement  in  the  service  recently  and  if  the 
present  efficiency  is  maintained  your  medium  will  often  be  used  where  we 
have  been  compelled  in  the  past  to  use  the  telephone. 

Yours  truly, 

C.  W.  Sellebs, 

A.  E.  &  I.  F.  A. 

The  Witness  :  Want  any  more  ? 

Q.  If  you  have  some  others  that  are  particularly  good. 
A.  Here  is  one  from  the  Qamewell  Auxiliary  Fire  Alarm  Com- 
pany: 

New  York,  Sept,  8,  1909. 

Mr.  L.  P.  Cole,  Manager  Postal  Telegraph  Cable  Co,,  253  Broadway,  City: 

. 

Deab  Sib. —  We  desire  to  express  to  you  our  appreciation  of  the  rapidity 
with  which  a  message  was  transmitted  from  this  office  on  August  28th, 
addressed  to  Mr.  Charles  Thurman,  Ford  Building,  Detroit,  Mich. 

We  rang  our  messenger  box  at  2:15  p.  m.  and  the  reports  show  that  this 
message  reached  Mr.  Thurman  in  his  office  in  the  Ford  Building,  Detroit, 
Mich.,  at  1:40  p.  m.,  Western  Time,  thus  making  the  entire  service  limited 
to  26  minutes. 

We  also  had  a  telegram  sent  to  Mr.  Wm.  A.  Heine,  Washington,  D.  C, 
whieh  was  deliyered  in  exactly  13  minutes. 

This  appears  to  us  to  be  unprecedented  in  the  annals  of  telegraphy,  and 
we  wish  to  congratulate  you  upon  your  improved  service. 

Yours  very  truly, 

QAMEWELL  AUXILIARY  FIRE  ALARM  CO., 

Vincent  C.  Stanlet, 

Superintendent, 
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By  Chairman  Davis: 


Q.  Were  those  letters  invited  ?  A.  Xo,  sir ;  they  are  all  volun- 
tary.   I  will  be  very  glad  to  let  you  see  others. 

By  Mr.  Page  : 

Q.  Do  you  ever  receive  complaints  in  regard  to  your  service? 
A.  Yes,  sir. 

Q.  Have  you  any  of  those  with  you?  A.  No,  but  I  can  get 
you  a  few  if  you  would  like  them. 

Q.  I  didn't  know  but  it  would  be  a  good  thing  to  hand  them 
in  to  save  time  along  with  those;  in  that  way  we  might  strike 
an  average?    A,  I  think  our  average  is  very  good. 

By  Chairman  Davis: 


Q.  How  many  letters  have  you  there?    A.  25. 


Bv  Mr.  Page: 

Q.  What  do  you  say  as  to  the  correctness  of  the  principle  of 
public  control  of  public  service  corporations  generally  ?  A.  Well, 
I  can  only  say  that  proper  control  is  not  bad. 

Q.  What  do  you  say  as  to  the  principle  of  control — ^whether 
or  not  control  is  proper  or  improper  as  a  detail  of  operation  —  1 
think  you  would  say.  Considering  now  solely  the  principle  of  the 
government,  either  State  or  national,  of  public  service,  corpora- 
tions ?    A.  I  can  say  that  we  are  not  opposed  to  it. 

Q.  You  think  the  principle  is  all  right?     A.  Yes. 

Q.  There  has  been  some  talk  or  suggestion  of  merger,  as  I 
believe  I  mentioned  a  little  time  ago,  between  the  two  telegraph 
companies.  In  case  you  should  absorb  the  Western  Union  system 
is  there  anything  about  that  that  you  could  not  use  in  your  busi- 
ness, so  far  as  its  operating  plant  is  concerned  ?  A.  Of  course 
that  is  a  pretty  heavy  question. 

Q.  Speaking  in  general  terms?  A.  We  certainly  could  use, 
if  we  absorbed  the  Western  Union,  all  that  was  fit  to  use,  all  that 
was  good. 

Q.  Is  there  any  considerable  amount  that  is  unfit?  A.  I  have 
not  taken  an  inventory  of  the  Western  Union. 
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Q.  What  do  you  think  about  it?  A.  I  think  the  Western 
Union  is  a  pretty  good  company. 

Q.  On  the  other  hand,  if  the  Western  Union  Company  should 
absorb  the  Postal  there  is  nothing  about  the  physical  plant  of  the 
Postal  they  could  not  use  ?  A.  That  I  can  absolutely  testify  as  a 
fact. 

Q.  That  is  the  whole  Postal  system  would  be  useful  to  the 
Western  Union  in  case  of  merger  or  absorption?     A.  Yes. 

By  Vice-Chairman  Merbitt: 

Q.  What  proportion  generally  of  your  business  comes  from 
non-competitive  points  ?  Generally  speaking  you  are  a  competitor, 
but  you  must  have  a  considerable  volume  of  business  from  points 
where  you  have  no  competition.  Have  you  an  idea  as  an  operat- 
ing man  about  what  that  proportion  would  be  ?  A.  Yes,  I  should 
say  the  competitive  business  in  this  country  is  about  80  per  cent, 
of  the  whole,  and  that  we  make  a  divide  of  the  80  per  cent. 

Q.  And  then,  of  your  gross  business,  what  proportion  is  from 
non-competitive  points?  A.  That  I  could  not  say,  because  it  is 
all  merged. 

Q.  It  would  be  only  a  guess,  I  know.  A.  I  could  not  even 
guess  at  that. 

Q.  I  mean  there  is  territory  feeding  your  main  services  in 
which  you  have  no  competition?    A.  Yes,  there  is  some. 

Q.  Is  that  a  considerable  part  of  your  service  ?  A.  In  Canada, 
yes,  that  is  very  large,  but  in  this  country  it  is  not  so  very  large^ 
We  have  many  offices  that  are  not  reached  by  the  Western  Union. 
For  example,  we  o})erate  the  Pennsylvania  railroad  system  in  the 
east,  and  quite  a  number  of  the  offices  on  that  system  are  not 
reached  by  the  Western  Union. 

Q.  Would  you  say,  taking  that  into  consideration,  that  Can- 
adian business,  that  in  the  gross  amount,  15  per  cent,  of  your 
business  was  from  non-competitive  sources?  A.  Xo,  I  should 
not  say  that  it  was  that  much. 

Q.  Would  not  think  it  was  as  much  as  that  ?    A.  Xo. 

Q.  Something  less  than  1 5  per  cent.  ?    A.  Yes. 
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By  Mr.  Page  : 


Q.  Taking  the  business  from  competitive  points  as  a  whole, 
about  what  percentage  of  that  does  the  Postal  system  do?  A.  I 
say  we  are  not  satisfied  unless  we  can  divide  it;  we  feel  that 
we  do. 

Q.  You  feel  of  the  entire  telegraph  business  originating  in 
competitive  points  you  do  50  per  cent,  and  the  Western  Union 
50  per  cent.  ?  A.  No.  I  said  of  the  entire  business  of  the 
country  I  estimate  that  about  80  per  cent,  is  competitive,  of  which 
we  do  one-half,  so  that  that  would  make  us  do  40  per  cent,  of  the 
whole. 

Q.  You  say  40  per  cent.  —  who  does  the  non-competitive  busi- 
ness of  the  country?  A.  The  non-competitive  is  done  by  the 
company  that  has  offices  where  we  have  not. 

Q.  If  you  are  treating  the  entire  telegraph  business  as  a  whole 
you  would  say  80  per  cent,  is  competitive?  A.  20  per  cent,  is 
non-competitive. 

Q.  You  say  you  divide  the  80  per  cent,  of  competitive  business 
with  the  Western  Union?    A.  I  think  we  do,  yes. 

Q.  So  that  your  company  is  doing  50  per  cent,  of  the  com- 
petitive business  ?    A.  Yes. 

Q.  Now,  how  do  you  divide  the  20  per  cent,  non-competitive 
business?  A.  We  don't  divide  it;  it  all  goes  to  the  Western 
Union. 

Q.  The  Western  Union  gets  all  of  the  non-competitive  business 
of  the  United  States?  A.  We  get  all  our  non-competitive  and 
they  get  all  theirs. 

Q.  The  non-competitive  business  as  well  as  yours  makes  up  20 
per  cent,  of  the  telegraph  business  of  the  country?    A.  Yes. 

Q.  You  spoke  of  having  a  Pennsylvania  Railroad  contract. 
As  a  general  thing  the  Postal  system  has  no  railroad  contract? 
A.  Not  very  many,  I  am  glad  to  say. 

Q.  Why  do  you  say  that?    A.  Because  they  are  a  burden. 

Q.  In  what  way?  A.  Because  the  railroad  service  is  exact- 
ing; the  railroads  as  a  rule  want  both  ends  and  the  middle,  leav- 
ing very  little  to  the  telegraph  company,  and  I  feel  more  than 
anything  else  that  the  present  condition  of  the  Western  Union 
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is  due  to  the  tremendous  burden  of  unprofitable  railroad  contracts 
which  they  have. 

Q.  Isn't  your  contract  with  the  Pennsylvania  railroad  a  profit- 
able contract  ?    A.  I  don't  think  it  is. 

Q.  You  think  it  costs  the  company  more  to  do  the  business 
than  it  receives  from  it?  A.  I  think  it  costs  quite  all  we  get 
and  perhaps  more. 

Q.  Is  there  any  way  you  can  determine  that  ?  A.  It  is  almost 
impossible.  We  have  tried  as  near  as  we  can,  separating  one  thing 
from  another,  and  our  feeling  is  that  the  Pennsylvania  Railroad 
contract  is  not  profitable. 

Q.  I  think  you  stated  yesterday  that  one  of  the  advantages  of 
the  Postal  system  was  that  it  distributed  the  earnings  and  the 
losses  over  the  entire  system,  so  that  the  companies  that  were  doing 
the  better  business  were  helping  along  the  companies  that  were 
doing  a  poorer  business.  Is  that  correct?  A.  I  did  not  put  it 
in  that  way.  I  said  one  of  the  effects  of  these  local  companies, 
of  their  connecting  together,  was  that  the  weaker  company  was 
helped  by  the  stronger  company;  that  no  company  of  itself  could 
work  out  a  profitable  business,  and  that  it  was  only  because  of 
the  connection  with  the  other  companies  in  adjoining  states  that 
any  of  the  local  companies  were  a  success. 

Q.  That  amounts  practically  to  the  same  thing,  doesn't  it? 
That  is,  some  of  those  companies  with  the  connection  produced  a 
large  revenues'  net  ?    A.  Yes. 

Q.  And  some  of  the  companies  with  the  connections  make  a 
loss  ?    A.  Without  the  connection  and  make  a  loss. 

Q.  Aren't  there  some  with  the  connections  that  make  a  loss? 
A.  Yes,  there  are  some  with  the  connections  that  make  a  loss. 

Q.  Those  are  located  in  what  part  of  the  country?  A.  Some 
in  the  Far  West  —  even  this  Champlain  Company  in  upper  New 
York. 

Q.  That  is  operated  at  a  loss  ?     A.  Yes. 

Q.  Mostly  the  companies  in  the  East  are  operated  with  a  profit  ? 
A.  Yes. 

Q.  How  many  transcontinental  lines  have  you?  A.  Well,  we 
have  one  along  the  Santa  Fe,  one  along  the  Union  Pacific;  then 
we   have   also   another   that   runs   north   between    Spokane   and 
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Seattle ;  and  then  we  have  the  use  in  emergencies  of  the  Canadian 
Pacific  line  through  to  Vancouver,  which  connects  with  us  at 
Sumas,  B.  C. 

Q.  Do  you  remember  when  the  general  telegraph  rates  were 
raised  throughout  the  State  of  New  York  ?    A.  Yes. 

Q.  About  how  long  ago  was  that?    A.  A  year  ago  April,  1907. 

Q.  Can  you  tell  how  much  difference  the  increase  of  price 
made  with  your  gross  income  ?     A.  No,  I  cannot. 

Q.  Is  there  any  one  that  could  tell  that?     A.  No. 

Q.  Why  not?  A.  Because  it  is  almost  impossible  to  work  it 
out  —  so  many  conditions. 

Q.  Is  there  any  one  that  could  tell  what  the  gross  revenue  was 
for  the  year  preceding  the  increase  ?  A.  I  think  not,  so  that  we 
could  work  out  the  increased  rates. 

Q.  It  does  not  occur  to  me  that  would  be  a  question  of  in- 
creased rates.  The  books  of  the  company  show  the  total  gross 
income  for  the  year  preceding  the  increase,  do  they  not?  A. 
Yes,  but  as  matter  of  fact  there  are  so  manv  conditions  — 

Q.  On  what  date  does  the  increase  take  place  ?  A.  Our  increase 
took  effect  in  April,  1907,  but  our  receipts  for  1907  were  actually 
less  than  for  the  year  1906. 

Q.  That  was  owing  to  the  general  financial  condition  of  the 
country?    A.  General  financial  condition. 

Q.  Then,  how  did  1908  compare  with  1906?  A.  Nineteen 
hundred  and  eight,  I  think,  were  a  little  less  than  1906;  I  can- 
not say,  but  that  is  my  impression  —  that  they  were  a  little  less 
than  1906. 

Q.  To  what  do  you  attribute  that  ?  A.  Also  the  financial 
depression. 

Q.  That  is,  the  country  had  not  yet  recovered  from  the  depres- 
sion of  1907?    A.  Yes. 

Q.  How  does  1909,  at  the  present  time,  compare  with  1906? 
A.  I  think  it  is  improving,  showing  a  gradual  improvement. 

Q.  Any  substantial  amount?    A.  No,  not  in  a  great  amount. 

Q.  Had  you  in  mind,  in  answering  these  last  few  questions, 
the  business  of  the  New  England  Telegraph  Company  of  New 
York  or  the  entire  Postal  system?  A.  I  was  thinking  of  the 
entire  svstem. 
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Q.  Would  the  same  answers  apply  to  the  New  England  Tele- 
graph Company  of  Kew  York?    A.  Yes. 

Q.  At  the  time  the  rates  were  raised  in  Xew  York  State  by  the 
Postal,  were  they  also  raised  by  the  Western  Union?  A.  I  think 
thev  were. 

Q.  And  on  the  same  date  ?     A.  I  think  so. 
•    Q.  How  was  that  brought  about?     A.  Well,  I  don't  know  ex- 
actly how  it  was  brought  about.     I  don't  remember  whether  we 
told  the  Western  Union  we  were  going  to  increase  the  rates  or 
they  told  us  they  were  going  to  increase  them. 

Q.  It  was  the  result  of  conference  between  representatives  of 
the  two  companies,  was  it  not  ?    A.  An  understanding,  yes. 

Q.  Understandings  don't  just  float  through  the  air  do  they? 
There  was  some  discussion  by  some  representatives  of  the  com- 
panies ?     A.  Yes. 

Q.  Do  you  know  who  represented  the  Postal  Telegraph  Com- 
pany, or,  rather,  the  Xew  England  Telegraph  Company  of  New 
York,  at  that  conference  ?     A.  I  think  our  tariff  superintendent. 

Q.  And  who  is  that  ?    A.  Mr.  Isaac  Smith. 

Q.  He  is  located  here  in  Xew  York  ?    A.  Yes. 

Q.  Do  you  think  the  Western  Union  was  represented  by  their 
tariff  superintendent?     A.  I  think  —  quite  likely. 

Q.  What  are  the  tariff  superintendent's  duties?  A.  Just  to 
take  care  of  tariffs. 

Q.  Matter  of  rates  ?     A.  Matter  of  rates. 

Q.  He  is  the  man  that  fixes  up  the  rates  of  all  of  the  com- 
panies?    A.  Yes. 

Q.  And  Mr.  Smith  of  your  company  has  charge  of  making 
the  rates  over  all  of  the  Postal  land  line  systems  ?     A.  Yes. 

Q.  Does  he  collaborate  with  any  one  else  in  regard  to  rate 
making  I    A.  He  consults  with  me. 

Q.  Consults  with  you  ?     A.  Yes. 

Q.  And  what  is  the  name  of  that  office,  tariff  maker?  A. 
Superintendent  of  tariffs. 

Q.  Of  the  Western  Union  ?    A.  I  think  Mr.  Holmes. 

Q.  What  is  his  first  name  ?    A.  William  II.,  I  believe. 

Q.  And  Mr.  Holmes  and  ilr.  Smith  got  together  and  arranged 
for  a  general  raise  in  rates  over  the  entire  country  at  that  time? 
A.  I  don't  know  that  they  got  together. 
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Q.  They  talked  with  each  other  ?    A.  Possiblv. 

Q.  That  is  your  understanding  ?    A.  Yes. 

Q.  And  you  talked  it  over  with  Mr.  Smith  ?    A.  Yes. 

Q.  So  that  on  April  1,  1907,  your  company  advanced  its  prices 
or  tariffs  a  considerable  amount  ?    A.  Some,  yes. 

Q.  Speaking  in  percentages,  can  you  tell  about  what  that  in- 
crease amounted  to?  A.  In  April,  1907,  the  Kew  England  Couf- 
pany  reached  126  places  in  the  State,  and  each  office  has  a  rate 
to  each  other  office.  The  result  is  there  were  7,138  rates  in  effect. 
On  the  above-mentioned  number,  3,957  were  raised  from  twenty- 
five  cents  to  thirty-five  cents.  Of  the  above-mentioned  7,138,  no 
increase  was  made  in  3,141,  the  rate  remaining  twenty-five  cents. 
Offices  within  150  miles  of  each  other  were  not  changed  —  no 
rates  were  changed. 

By  Chairman  Davis: 

Q.  Then  can  we  telegraph  from  Buffalo  to  Syracuse  for  twenty- 
five  cents  for  ten  words?  A.  I  think  so,  but  I  don't  know  just 
what  that  rate  is;  I  can't  remember  it. 

Q.  Or  from  Buffalo  to  Rochester?  A.  I  don't  know  what  the 
rates  are. 

Q.  Can  you  give  us  any  points  where  the  carriage  is  twenty- 
five  cents  for  ten  words  ?    A.  From  here  to  Albany. 

Q.  Between  Albany  and  here  and  here  to  Albany?  A.  But 
outside  of  Albany  ? 

Mr.  Page  :   Here  is  the  tariff  rates. 

The  Witness:  The  rate  to  Albany  is  twenty-five  cents;  the 
rate  to  Astoria  is  twenty-five ;  Bath  Beach,  Brooklyn,  City  Island, 
Coney  Island,  Ellis  Island,  Fire  Island,  Governor's  Island,  Hud- 
son, Kingston,  Long  Island  City,  Middletown,  Xew  York,  Monti- 
cello,  Mt.  Vernon,  Xewburgh. 

Q.  That  is  quite  a  long  list  ?    A.  It  is  quite  a  list. 

Q.  Will  you  look  in  the  tariff  book  and  see  what  the  rate  is 
from  Buffalo  to  Utica?  Can  you  tell  us  from  this  book?  A.  I 
am  not  familiar  with  looking  it  up. 

Q.  Someone  else  could  do  that  better  than  you?  A.  Yes;  I 
have  not  looked  at  a  tariff  book  for  some  years. 
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Q.  Is  it  possible  from  the  tariff  book  which  you  hold  in  your 
hand  —  Exhibit  34  —  is  it  possible  from  that  book,  used  in  con- 
nection with  Exhibits  36  and  36,  to  determine  the  rate  between 
Buffalo  and  Utica?  A.  No,  because  I  would  need  either  TJtica 
or  Buffalo  rate  sheet  You  have  only  the  New  York  city  rate 
sheet  there. 

Q.  The  rate  sheet  is  Exhibit  36  ?  A.  Yes,  that  is  New  York 
city. 

Q.  So  that  in  order  to  determine  the  rate  from  any  given  point 
in  the  system  to  any  other  given  point  outside  of  New  York  it 
would  be  necessary  to  have  a  rate  sheet  for  —    A.  Every  office. 

Q.  For  the  point  where  the  message  was  being  sent  from? 
A.  Yes,  sir. 

Recess  until  2 :30  p.  m. 


AFTER  RECESS. 

Chairman  Davis  :   The  Committee  will  be  in  order. 

Mr.  Page:  There  is  a  grievance  in  regard  to  a  telephone  com- 
pany, which  we  have  agreed  to  give  a  preference  over  everything 
else.     Come  right  up  here  now  and  state  it. 

Dr.  Feederick  Tiedemanx,  of  561  West  One  Hundred  and 
Sixty-third  street:  This  fall  I  had  my  telephone  number  changed 
in  the  telephone  book.  I  have  always  had  a  private  wire,  but  this 
fall  I  decided  to  have  my  name  and  address  put  in  the  book  on  the 
number  of  a  certain  apartment  house,  and  they  put  my  name 
and  my  address  in.  correctly,  but  gave  me  the  wrong  telephone 
number.  The  telephone  people  came  to  mo  and  notified  me  to 
the  effect  that  they  had  made  a  mistake  and  promised  me  that 
they  would  rectify  and  do  all  they  could  in  their  power  to  see 
that  all  the  call  numbers  that  came  in  on  that  number  would  be 
switxshed  over  to  me.  This  thing  continued  for  about  a  month, 
and  through  a  patient  of  mine  I  found  out  that  they  had  called 
up  this  number  and  that  they  had  Ix^en  told  that  I  did  not  live 
there  and  they  didn't  know  anything  about  it,  and  upon  investi- 
gation I  found  a  list  of  from  thirtv  to  sixtv  calls  in  that  man- 
ner.  I  notified  the  telephone  people,  and  they  said  that  they 
were  very  sorry,  but  they  did  not  see  what  they  could  do  about 
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it;  and  finally  they  decided  to  connect  me  up  with  that  number 
that  was  in  the  book ;  but  in  the  meantime  I  had  lost  about  thirty 
or  sixty  calls,  which  I  cannot  positively  say,  and  I  asked  them 
how  about  that,  and  they  said  they  didn't  know  anything  about 
it  and  did  not  know  what  they  could  do  about  it. 

Chairman  Davis:    Have  you  consulted  your  attorney? 

Dr.  TiEDEMANN :  Xo,  I  have  not.  I  asked  them,  and  they  said 
there  would  be  no  chance  of  doing  anything  against  them;  that 
the  contract  read  that  they  were  not  liable  for  mistakes  of  any 
kind  in  any  way ;  that  is  in  print, 

Vice-Chairman  Merritt:  How  often  do  they  get  out  a  new 
book  ? 

Dr.  TiEDEMANN :    Every  quarter,  I  believe. 

Vice-Chairman  Merritt:  Have  they  corrected  it  in  the  new 
book  ? 

Dr.  TiEDEMANN :    The  new  book  has  just  been  issued. 

Vice-Chairman  Merritt:  Do  you  know  whether  they  have 
made  the  correction  or  not  ? 

Dr.  TiEDEMANN :  They  have  not  had  an  o])portuiiity,  because 
the  new  issue  will  not  be  out,  probably,  until  January  1st  or 
Fcbruarv,  around  about  that  time. 

Chairman  Davis:  You  now  have  the  number  that  is  in  the 
book,  have  you  not  ? 

Dr.  TiEDEMANN :  Well,  ray  name  —  I  have  the  number  now; 
I  have  been  connected  up  since  yesterday. 

Chairman  Davis  :   So  it  has  been  corrected  ? 

Dr.  TiEDEMANN :   Since  vesterdav. 

Vice-Chairman  Merritt:  So  you  were  really  damaged  the 
annoyance  and  the  loss  of  business  following  thirty  to  fortv  or 
fifty  calls,  perhaps  ? 

Dr.  TiEDEMANN:   Yes,  sir,  through  their  mistake. 

Chairman  Davis:  I  think  you  need  a  lawyer  more  than  you 
do  this  Commission. 

Vice-Chairman  Merritt  :  We  are  glad  to  know  they  corrected 
it  for  vou. 

Dr.  TiEDEMANN :  They  did  that  the  best  they  knew  how,  they 
said;  but  they  were  so  blunt  in  the  matter,  actually  telling  me 
that  I  had  absolutely  no  cause  for  an  action  against  them. 
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Mr.  Page:  I  suppose  it  wasn't  so  hiuch  what  they  said  as  the 
nasty  way  they  said  it. 

Edward  J.  Nally,  resumed. 

By  Mr.  Page: 

Q.  Are  you  prepared  now  to  state  the  value  of  the  tangible 
property  of  the  New  England  Telegraph  Company  in  the  State 
of  New  York  outside  of  the  citv  of  Greater  New  York?  A.  I 
was  going  to  say  that  you  will  find  that  in  the  statement  to  the 
Committee,  and  that  we  are  now  making  new  surveys,  and  that 
these  surveys  will  be  completed  very  shortly,  and  I  do  not  think 
they  will  vary  very  much,  if  any,  from  that  report. 

Q.  Question  16  in  the  statement :  "  State  the  value  of  all  tan- 
gible property  of  the  company  located  in  the  streets,  highways 
or  public  places  of  the  State  of  New  York,  and  the  cities,  counties 
and  boroughs  in  which  the  same  is  located,  and  the  value  of  such 
property  in  each  city,  county  and  borough.''  And  the  answer  is : 
"About  $400,000,  running  into  about  300  municipalities,  and  the 
valuation  in  many  of  these  is  being  contested.  It  is  impossible 
to  state  the  actual  value  in  each  municipality."  What  is  meant 
there  by  the  valuation  being  contested  ?  Does  it  mean  you  are 
fighting  your  assessment?  A.  I  think  there  are  a  number  there 
that  are  being  contested,  yes,  sir;  and  in  litigation,  too. 

Q.  And  the  300  municipalities  include  townships,  I  suppose  ? 
A.  Yes,  sir. 

Q.  As  well  as  cities  and  villages  ?    A.  I  think  so. 

Q.  How  near  accurate  do  you  think  that  figure  given  there  is 
—  $400,000  ?  A.  I  think  it  is  approximately  correct. 
.  Q.  Now,  the  question  immediately  following  that,  being  No. 
17,  was:  "  State,  the  value  of  all  tangible  property,  both  real 
and  personal,  owned  by  the  company,  located  outside  of  streets, 
highways  and  public  places,  within  the  State  of  New  York,  the 
character  thereof,  and  the  location  thereof,  giving  the  amount, 
character  and  value  of  such  property  in  each  city,  county  and 
borough."  The  answer  given  here  is :  "  Impossible  to  give  this 
with  any  accuracy,  as  it  is  chiefly  poles  and  wires,  which  is  in 
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all  stages  of  depreciation."  •  What  is  your  opinion  of  the  actual 
value  of  the  property  outside  of  streets  ?  That  does  not  give  anj 
light  on  it  at  all.    A.  About  $200,000,  including  instruments. 

Q.  And  that  includes  all  investments  of  the  company,  or  has 
the  company  any  investments  ?    A.  None  that  I  know  of. 

Q.  Nothing?     A.  No,  sir. 

Q.  And  in  giving  that  figure  have  you  allowed  anything,  in 
your  own  mind,  for  depreciation?  A.  No,  sir;  that  is  the  value 
of  the  property  as  we  find  it. 

Q.  That  is  the  value  of  it  as  it  exists?    A.  Yes,  sir. 

Q.  And  is  that  true  as  to  the  property  in  the  streets  and  public 
places?    A.  Yes,  sir. 

Q.  That  is  the  actual  present  value?    A.  Yes,  sir. 

Vice-Chairman  Merritt:  Does  Mr.  Nally  mean  that  is  what 
it  would  cost  to  replace  it  ? 

Mr.  Page  :   No ;  I  am  getting  to  that. 

Q.  As  I  understand  it,  that  is  not  what  it  would  cost  to  replace 
it  with  new  ?    A.  No. 

Q.  But  what  it  is  fairly  and  reasonably  worth  in  its  present 
condition?    A.  What  we  consider  its  fair  value. 

Q.  And  in  arriving  at  that  value,  do  you  take  into  consideration 
the  benefit  to  the  company  of  its  contracts  with  other  operating 
companies?     A.  No,  sir. 

Q.  Those  are  not  considered  at  all  ?  A.  No,  that  is  just  the 
value  of  the  property. 

Q.  That  is  what  it  would  be  worth  for  another  company  to 
buy  the  physical  property  and  operate  it?    A.  Yes. 

Q.  But  to  buy  the  property  and  not  operate  it,  to  attempt  to 
convert  it  into  cash  or  junk,  it  would  be  worth  very  much  less 
than  that,  1  suppose  ?    A.  Very  much  less. 

Q.  A  large  part  of  the  value  consists  of  the  value  of  the  right 
to  do  the  business?  A.  Yes,  of  the  blood  in  the  arteries,  as  it 
were. 

Q.  That  is,  a  portion  of  that  $600,000  is  the  value  of  the 
various  franchises  that  go.  along  with  the  property  ?  A.  The  value 
of  it  as  a  going  concern. 

Q.  As  a  going  concern  ?•    A.  Yes,  sir. 
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Q.  Have  you  any  idea  what  it  would  cost  to  replace  that  prop- 
erty new?  A.  I  could  not  tell;  it  all  depends  upon  the  situation 
and  conditions. 

Q.  Well,  you  are  a  practical  man.  What  would  you  say  would 
be  the  fair,  reasonable  cost  of  replacing?  A.  I  would  have  to  go 
into  a  pretty  analytical  statement  to  find  that  out,  because  it  costs 
more  to  biiild  a  line  with  twenty  wires  than  to  build  a  line  with 
one  wire,  and  it  all  depends  on  the  mileage  of  one  wire  and  the 
amount  of  cable  underground,  and  the  amount  of  mileage  of 
twenty  wires,  and  everything  else. 

Q.  You  have  no  information  that  shows  ?  A.  Xo,  sir,  not  in 
my  head. 

Q.  You  have  it  in  vour  books  ?    A.  Surelv. 

Q.  What  book  would  that  be  in  ?  A.  The  same  book  —  of 
course,  we  never  figTired  how  much  it  would  cost  to  replace  all 
that.  I  would  have  to  go  all  over  it;  it  would  require  new  cal- 
culations. 

Q.  That  is,  you  get  that  out  of  the  same  l)ook  that  the  infor- 
mation in  this  report  came  from  ?  A.  I  say,  in  order  to  get  that, 
we  would  have  to  get  the  mileage,  the  basis,  but  what  it  would 
cost  is  something  we  would  have  to  figure  —  compute. 

Q.  You  can't  tell  how  many  miles  of  single  wire  line  you  have 
or  how  many  miles  of  twenty-wire  line?  A.  Yes,  but  how  much 
it  would  cost  to  replace  it  I  would  have  to  figure  out,  just  like 
putting  up  a  building. 

Q.  Have  you  anything  with  you  now  that  will  show  the  num- 
ber of  miles  of  single-line  wire  that  you  have  ?    A.  No,  sir. 

Q.  Have  you  the  total  mileage  in  the  State  of  all  kinds  of  pole 
lines  ?    A.  Yes,  sir. 

Q.  Will  you  give  it,  please?  A.  Yes,  sir.  Of  the  Commercial 
Union  Telegraph  Company  —  those  are  the  leased  lines —  104.45 
of  poles;  1,350.25  wire;  466.53  cable  conductor;  and  1,816.78  open 
cable  conductor  mileage.  Of  the  Champlain  Telegraph  Company, 
131  miles  of  poles ;  309  miles  of  wire ;  1.09  of  cable  conductor ;  and 
310.09  open  wire  and  cable  conductor.  The  Xew  England  Tele- 
graph Company  of  Xew  York,  1,874  miles  of  poles;  17,688.25 
miles  of  wire;  4,224.53  cable  conductor;  and  21,912.78  open 
wire  cable  conductor.     Making  a  total  in  Xew  York  of  2,109.45 
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miles  of  poles;  19,347^/4  miles  of  wire;  4,092.15  miles  of  cable 
conductor;  and  24,039.65  open  wire  and  cable  conductor. 

Q.  That  is  in  the  entire  State  of  Xew  York,  including  the  city 
of  Greater  New  York  ?    A.  Yes,  sir. 

Q.  Does  it  also  include  your  messenger  call  lines?  A.  It  in- 
cludes everything. 

Q.  How  much  of  that  is  messenger  call  lines  ?  A.  I  would  not 
know,  outside  of  the  citv;  you  asked  me  for  New  York  citv  and 
the  Bronx  and  I  have  got  that. 

Q.  Suppose  you  give  the  number  of  messenger  call  lines  in  Xew 
York  citv?  A.  All  I  could  srive  vou  is  the  overhead.  I  find  we 
have  fiftv  miles  of  K.  K.  wire  overhead.  You  see,  we  run  from 
building  to  building  and  block  to  block;  it  is  all  private  property 
where  we  are. 

Q.  What  do  the  initials  '^  K.  K."  represent?  A.  Key  right; 
it  is  all  covered  wire ;  it  is  waterproof  wire. 

Q.  It  is  a  waterproof  wire  ?    A.  It  is  a  waterproof  wire. 

By  Vice-chairman  Merritt: 

Q.  Do  you  have  to  pay  for  rights  of  way  for  those  wires  i  A. 
Yes,  we  pay  a  great  deal  for  them  up  the  State. 

Q.  S])eaking  of  those  in  the  city,  you  say  you  go  from  building 
to  building?  A.  Xo,  sir,  not  here;  because  it  is  for  the  accommo- 
dation of  tenants ;  we  get  no  rental  from  those  boxes. 

Q.  Is  that  a  condition  in  your  contract  ?  A.  We  make  no  con- 
tract at  all;  we  just  put  them  on  and  give  them  free  use. 

By  Mr.  Page: 

Q.  You  have  some  system,  also,  of  entering  buildings  by  means 
of  conduits  ?    A.  Yes,  sir. 

Q.  And  distributing  your  messenger  call  wires  throughout  a 
building  ?    A.  Through  the  laterals,  yes. 

Q.  Located  on  those  buildings  ?     A.  Yes. 

Q.  Or  aj)artment  houses?  A.  Yes.  Do  you  wish  the  under- 
groimd  in  the  city  ? 

Q.  Yes,  if  you  will  give  that.  A.  In  Xew  York  city  we  have 
forty-one  miles  of  cable  in  the  subway  of  different  sizes,  and  of 
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that  we  rent  from  the  Empire  City  Subway  Company  the  rights 
of  duct  space,  for  which  we  pay  them  $33,300  annually.  The 
amount  which  we  pay  them  per  duct  foot  is  in  that  letter  which 
I  left  with  you. 

Q.  Have  you  anything  which  shows  the  different  sizes  of  the 
ducts  which  you  occupy  ?    A.  Yes,  that  letter  shows  it. 

Q.  That  shows  the  different  sizes?    A.  And  the  rates. 

Q.  And  the  number  of  miles  of  each  size  of  duct  which  you  use  ? 
A.  Yes,  sir. 

Q.  What  company  owns  the  capital  stock  of  the  Commercial 
Union,  do  you  know?  A.  Why,  I  don't  know  of  any  company; 
I  think  they  are  stockholders ;  I  don't  think  any  company  owns  it. 

Q.  That  is  that  lease  scheme  was  on  the  basis  of  the  Xew  Eng- 
land Telegraph  Company  guaranteeing  certain  dividends  to  the 
stockholders?    A.  Yes,  sir. 

Q.  Do  you  know  what  the  capital  stock  of  that  company  is? 
A.  !N'o,  I  don't;  Mr.  Bruch  could  tell. 

Q.  And  that  is  operated  the  same  as  though  it  was  your  own 
line?    A.  Yes,  sir. 

Q.  There  is  no  separate  department  of  that  ?    A.  No. 

Q.  How  about  the  Champlain  ?    A.  The  same. 

Q.  That  is  operated  as  though  it  was  your  own  line  ?  A.  Yes, 
sir. 

Q.  And  no  separate  department  kept  of  that?    A.  No. 

Q.  In  estimating  the  value  of  the  tangible  property  in  New 
York  State  which  goes  to  make  up  the  New  York  State  portion 
of  the  Postal  system,  did  you  include  the  Commercial  Union 
value  and  the  Champlain  value  in  the  $600,000?  A.  I  don't 
know,  but  I  think  not;  I  don't  know;  I  have  those  figures 
before  me. 

Q.  I  have  forgotten  whether  you  stated  anything  in  regard  to 
what  portion  of  that  $600,000  consists  of  the  right  to  do  business  ? 
A.  The  right  to  do  business  ?    You  mean  right  of  way  ? 

Q.  Yes.    A.  Right  of  way  for  our  lines  ? 

Q.  Yes,  right  of  way;  and  also  consent  of  municipal  authori- 
ties ?  A.  Well,  we  do  not  pay  anything  for  the  consent  of  munici- 
pal authorities;  we  get  that  under  our  charter. 
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Q.  And  that  was  not  taken  into  consideration  at  all  in  making 
up  the  $600,000?  A.  I  should  say  not.  I  think  that  is  just  the 
value  of  the  lines,  as  you  asked  me,  as  they  stand. 

Q.  The  tangible  ?    A.  Yes,  sir. 

Q.  You  have  some  other  information  which  I  asked  for  this 
morning?    A.  Yes,  sir. 

Q.  Suppose  you  furnish  that  right  along  without  taking  up 
the  time  to  ask  questions.  A.  In  Brooklyn  we  have  no  under- 
ground, but  we  have  on  the  Union  Elevated  railroad  and  the 
Kings  (])ounty  Elevated  railroad  fifteen  and  seven-eighths  miles  of 
aerial  cable,  and  on  private  property  one  and  seven-eighths  miles 
of  aerial  cable,  and  it  is  mostly  all  three  conductor. 

Q.  There  is  no  underground  in  Brooklyn  at  all  ?    A.  No. 

Q.  Is  there  any  portion  of  the  cable  used  by  the  company  in 
Brooklyn  strung  along  on  the  elevated  structure?  A.  Yes;  I  just 
gave  the  mileage  of  that. 

By  Chairman  Davis: 

Q.  On  the  fences  of  private  property  owners?  A.  No,  on  the 
elevated  structure. 

Q.  But  you  don't  carry  any  along  on  the  fences  ?  A.  Not  that 
I  know  of.  The  Committee  asked  this  morning  about  the  twenty- 
five  cent  rates  in  the  State  —  some  of  them.  There  are  very  few 
of  them.  During  lunch  hour  I  ascertained  we  had  about  3,500 
twenty-five  cent  rates  interchangeable  between  New  York  State 
oflSces ;  that  is,  there  are  interchangeably  in  New  York  State  about 
8,500  twenty-five  cent  rates. 

By  Mr.  Page: 

Q.  And  how  many  thirty  cent  rates?  A.  I  did  not  inquii-e 
about  that. 

Q.  Or  the  thirty-five  cent  rates?  A.  I  think  I  have  got  some 
information  which  I  started  to  give  — 

Q.  Can  you  give  the  number  of  interchangeable  thirty-five  cent 
rates  in  the  State  of  New  York  ?    A.  Yes,  sir. 
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By  Chairman  Davis: 

Q.  Between  these  same  points  does  the  Western  Union  have  the 
same  rate?  A.  I  suppose  so,  yes.  I  testified  this  morning  that 
we  have  126  places  in  the  State.  As  each  office  has  a  rate  to  each 
other  office,  the  result  is  that  there  are  about  7,138  rates  in  effect. 

By  Mr.  Page: 

Q.  In  the  State  of  New  York?  A.  Yes.  Of  the  7,138,  no 
increase  was  made  in  3,141;  so  there  are  3,141  twenty-five  cent 
rates  that  were  not  increased;  forty  rates  were  increased  from 
twenty-five  to  thirty  cents. 

Q.  Forty?    A.  Yes,  sir. 

Q.  And  those  were  between  large  towns?  A.  I  don't  know 
just  what  towns  they  were. 

By  Chairman  Davis: 

Q.  Why  didn't  you  increase  the  rates  in  those  offices?  A. 
Because  they  are  near  together  and  there  are  some  large  places 
and  they  have  been  special  rates  for  a  long  time.  It  is  my  firm 
conviction  that  every  message  that  we  handle  at  twenty-five  cents 
is,,  if  not  handled  at  a  loss,  it  is  handled  without  any  margin  of 
profit,  and  I  have  always  felt  that. 

Q.  Still  you  accumulated  a  surplus,  did  you  not,  under  these 
rates?  A.  Yes.  It  is  a  good  deal  like  the  local  companies,  some 
of  which  don't  pay  expenses  and  some  do.  The  result,  of  course, 
is  favorable,  but  I  do  believe  that  twenty-five  cents  yields  us  no 
margin  of  profit,  when  you  consider  the  cost  of  picking  up;  we 
furnish  every  man  a  call  box  now;  it  costs  as  much  to  install  a 
call  box  as  it  does  to  install  a  telephone.  It  is  just  as  convenient 
to  the  customer,  in  a  way.  We  get  nothing  for  that.  We  have 
to  keep  it  in  repair,  and  they  are  constantly  getting  out  of  con- 
dition because  of  all  manner  of  interruptions  —  interferences. 

Q.  Did  you  learn  anything  about  the  income  from  the  marine 
service?  A.  Yes.  The  receipts  for  the  marine  service,  about 
$1,300  per  month;  and  our  expenses  about  $1,250;  and  those 
expenses  are  mostly  salaries;  it  does  not  include  depreciation  or 
cost  of  keeping  up  the  buildings  or  the  towers. 
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Q.  Did  the  salaries  include  the  salaries  of  the  employees? 
A.  Of  the  employees,  yes. 

Q.  Operators'  wages  and  messenger  service  and  all  that  sort  of 
thing?  A.  Yes;  that  marine  service  is  something  like  the  call 
box;  it  is  something  that  does  not  yield  us  any  revenue. 

Q.  There  is  no  profit  in  the  call-box  service?  A.  No,  because 
we  collect  nothing. 

Q.  But  it  is  of  value  because  it  is  a  feeder  for  your  telegraph 
and  cable  system,  is  it  not?    A.  Yes. 

Q.  Otherwise  the  Western  Union  would  do  the  business  and 
you  would  not  ?    A.  We  would  not,  or  tnce  versa, 

Q.  There  was  a  predecessor  to  the  Empire  City  Subway, 
wasn't  there?  A.  There  might  have  been,  but  I  don't  know;  it 
was  before  my  time. 

Q.  Do  you  know  when  the  arrangement  was  made  between 
your  company  and  the  Empire  City  Subway  Company  in  regard 
to  putting  the  wires  of  the  New  England  Telegraph  Company  in 
the  subwav  ?    A.  No,  I  do  not. 

Q.  By  the  way,  there  was  a  statement  made  the  other  day  by 
Mr.  Cuyler  to  the  effect  that  proceedings  had  been  instituted  to 
change  the  name  of  the  New  England  Telegraph  Company  of 
New  York  to  some  other  name.  Can  you  give  that  other  name? 
A.  Yes,  the  Postal  Telegraph-Cable  Company  of  New  York. 

Q.  But  there  is  already  a  corporation  existing  of  that  name? 
A.  That  name  is  to  be  changed. 

Q.  Oh,  that  name  is  going  to  be  changed  ?    A.  Yes. 

Q.  What  is  that  name  going  to  be  changed  to  ?  A.  The  Trans- 
continental Telegraph  Company. 

Q.  The  Transcontinental  Telegraph  Company?    A.  Yes,  sir. 

Q.  And  that  is  to  be  an  operating  company  in  the  Western 
States  —  some  of  them  ?    A.  Yes,  sir. 

Q.  But  not  in  the  East  ?    A.  Yes,  sir. 

Q.  How  far  has  that  proceeding  progressed?  A.  I  think  the 
Secretary  of  State  has  already  passed  upun  the  application.  I 
think  he  has  decided  that  the  Transcontinental  Company  is  a 
proper  name.    I  think  he  is  to  give  us  our  certificate. 

Q.  That  certificate  has  not  yet  been  issued  ^    A.  I  think  not. 

Q.  You  stated  you  had  no  contract  with  the  subway  company? 
A.  I  cannot  find  that  there  is  any. 
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Q.  You  cannot  find  any  contract  ?    A.  No,  sir. 

Q.  And  you  assume  your  wires  are  put  in  there  under  a  verbal 
arrangement  ?    A.  Yes,  sir. 

Q.  And  if  there  have  been,  have  there  been  additional  cables 
placed  in  those  ducts  since  you  have  been  connected  with  the 
company  ?    A.  I  think  so ;  yes,  sir. 

Mr.  Page  :   Will  you  please  mark  this  for  identification  ? 

(Paper  referred  to  marked  Exhibit  37  for  identification.) 

Q.  I  show  you  Exhibit  37  for  identification,  and  ask  you  what 
it  is?  A.  This  is  an  application  for  space  in  the  electrical  sub- 
way, addressed  to  the  Empire  City  Subway  Company.  This  is 
the  form  that  we  fill  out  when  we  want  duct  space. 

Q.  Where  do  you  obtain  these  forms  ?    A.  They  furnish  them. 

Q.  They  are  furnished  by  the  Empire  City  Subway  Company  'i 
A,  I  think  so;  yes,  sir. 

Q.  And  whenever  you  want  to  extend  your  service  or  put 
additional  cables  in  the  ducts  of  the  Empire  City  Subway  Com- 
pany you  fill  out  one  of  these  applications,  or  a  blank  applica- 
tion in  the  form  of  Exhibit  No.  37  for  identification?  A.  Yes, 
sir. 

Q.  Then  what  do  you  do  with  it  ?  A.  It  is  taken  to  the  proper 
official,  who  passes  on  it. 

Q.  Who  is  it  taken  to  ?  A.  I  don't  know ;  I  could  not  tell  you 
who  it  was. 

Q.  It  goes  to  that  company  ?  A.  It  goes  to  that  company,  but 
I  don't  know  just  the  official. 

Q.  Then  the  company  takes  some  action  in  regard  to  it?  A. 
Yes,  and  notifies  us. 

Q.  About  how  promptly  do  you  get  that  notification?  A.  I 
don't  know.    I  do  not  deal  with  that  detail. 

Q.  Who  does?    A.  The  line  department,  as  a  rule. 

Q.  That  is  wholly  in  the  control  of  the  line  department? 
A.  Yes,  sir. 

Q.  And  who  is  chief  of  the  line  department?  A.  We  have 
several;  Mr.  Flood,  I  believe,  is  the  one  that  handles  it.  He  is 
the  city  foreman. 

Q.  What  is  his  first  name  ?    A.  Joe ;  J.  F.  Flood. 
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Q.  You  haven't  any  idea  as  to  whether  or  not  you  get  per- 
mission promptly  after  filing  an  application  or  whether  you  are 
delayed  a  long  time  ?  A.  I  think  we  get  it  promptly.  I  haven't 
heard  anything  to  the  contrary. 

Q.  And  you  have  been  getting  permission  promptly  since  you 
have  been  connected  with  the  company?  A.  Yes,  as  far  as  I 
know. 

Mr.  Page  :  Will  you  mark  this  for  identification  ? 

(Paper  referred  to  marked  Exhibit  38  for  identification.) 

Q.  I  show  you  Exhibit  38  for  identification,  consisting  of  two 
sheets,  and  ask  you  what  that  is  ?  A.  When  I  was  looking  for  a 
contract  in  the  Empire  City  Subway  files  I  found  this  letter, 
which  was  written  on  September  21,  1906,  by  my  predecessor, 
to  the  Empire  City  Subway  Company,  asking  in  a  friendly  way 
if  they  would  not  reduce  their  rates;  and  I  want  to  say  that  the 
rates  which  we  have  to  pay  to  the  Empire  City  Subway  Com- 
pany have,  more  than  anything  else,  been  in  our  way  in  con- 
nection with  getting  what  we  call  reasonable  rates  from  subways 
all  over.  When  we  have  tried  to  negotiate  for  subways  they  have 
somehow  or  other  found  out  what  the  Empire  City  Subway  Com- 
pany was  charging,  and  we  always  have  had  a  hard  time  to  nego- 
tiate on  that  account.  Some  we  have  been  trying  zealously  to 
have  the  subway  company  reduce  its  rate,  and  in  that  connection 
thivS  letter  was  written  by  my  predecessor. 

Q.  Do  you  think  there  is  any  connection  between  the  Empire 
City  Subway  Company  and  subway  companies  of  other  cities? 
A.  I  don't  know. 

Q.  Have  you  any  idea  in  regard  to  it;  have  you  any  notion 
that  there  is  ?  A.  I  think  there  is  some  sort  of  telepathic  way  of 
exchanging  information.  There  is  some  way  of  finding  out  what 
the  other  company  is  doing. 

Q.  The  amount  charged  for  space  by  the  Empire  City  Subway 
Company  is  fixed  by  a  contract  between  that  company  or  its  pre- 
decessor and  the  city  of  New  York,  isn't  it  ?    A.  I  don't  know. 

Q.  Don't  you  understand  that  to  be  a  fact  ?    A.  I  don't  know. 

Q.  And  that  contract  is  a  public  record  ?    A.  I  don't  know. 

Q.  Does  that  letter  contain  a  statement  which  shows  the  prices 
which  you  pay  per  mile  in  subways  in  other  cities?  A.  Yes,  in 
some  other  cities. 
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Q.  Will  you  read  that  portion  of  the  letter?  A.  Yes.  In 
Auburn,  New  York,  we  pay  the  subway  company  from  $184.80 
to  $316.80  per  mile.  In  Baltimore,  $264  to  $369.60  per  mile. 
In  Indianapolis,  •  Ind.,  $200  per  mile.  In  Kansas  City,  Mo., 
$264  to  $343.20  per  mile.  In  I^well,  Mass.,  $369.60.  In  Mem- 
phis, Tenn.,  $316.80.  In  Philadelphia,  $200  to  $316.08.  In 
Providence,  $300.  In  Washington,  $150  to  $250.  Whereas,  we 
pay  in  Xew  York,  to  the  Empire  City  Subway  Company,  $800 
per  mile  per  annum  for  a  two  and  one-half  inch  duct,  and  $900 
per  mile  per  annum  for  a  three-inch  duct. 

Q.  Those  are  the  only  sizes  that  you  use  in  New  York  city? 
A.  Yes,  sir. 

Q.  And  what  are  the  sizes  used  in  the  other  cities  that  you 
mention?  A.  They  run  about  that  way;  that  is  about  the  stand- 
ard size,  tv\'o  and  one-half  to  three  inches. 

Q.  Two  and  one-half  to  three  inches  standard  size?  A.  Yes, 
sir. 

Q.  You  stated  to  me  during  the  recess  that  you  wished  to  make 
a  correction  of  the  testimony  of  Treasurer  Cuyler  of  your  com- 
pany. Is  that  correct?  A.  Yes.  The  statement  sworn  to  by 
Treasurer  Cuyler,  showing  gross  income  of  $1,434,274.87  and 
net  income  of  $21,734.50,  while  my  sworn  statement  to  the  State 
Board  of  Tax  Commissioners  showed  gross  income  of  $1,434,- 
274.87  and  a  deficit  for  the  year  of  $28,120.41,  is  readily  ex- 
plained. In  the  sworn  statement  of  Treasurer  Cuyler  unpaid 
and  litigated  taxes  of  $23,863.91  and  interest  on  funded  debt, 
in  amount  $26,000,  making  a  total  of  $49,863.91,  were  omitted, 
for  the  reason  that  the  same  were  not  included  in  Treasurer  Cuy- 
ler's  calculations.  If  same  had  been  included  in  the  preparation 
of  Treasurer  Cuyler's  sworn  report  it  would  have  shown  a  deficit 
of  $28,120.41,  the  exact  amount  sworn  to  in  the  report  as  sworn 
to  by  me. 

Q.  That  is  all  the  correction  you  wish  to  make  ?    A.  Yes,  sir. 

Q.  What  are  those  taxes?  A.  The  taxes  that  are  in  litigation, 
taxes  unpaid  that  are  now  being  litigated. 

Q.  For  what  vears  ?    A.  I  don't  really  know  for  what  vears. 
Q.  That  is,  they  are  taxes  that  have  been  accumulating  for 
some  time?    A.  Yes,  sir. 
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Q.  You  have  had  disagreements  with  the  taxing  departments 
of  various  parts  of  the  State  ?    A.  Yes,  sir. 

Q.  Does  that  relate  to  the  franchise  tax?  A.  Some  franchise 
tax,  I  think. 

Q.  Is  it  practically  all  that?  A.  No,  I  think  difference  in 
valuations. 

Q.  And  some  of  those  taxes  are  taxes  for  the  year  1907  ?  A.  I 
think  so. 

Q.  The  year  previous  to  the  date  of  this  report  ?  A.  Yes,  I 
think  so. 

Q.  And  some  for  the  year  1906?    A.  Yes,  sir. 

Q.  And  so  on  back  they  have  gradually  accumulated  until  they 
reached  the  amount  of  $23,863.91  ?  A.  Y^es,  sir. 

Q.  In  Treasurer  Cuyler's  report  in  answer  to  the  question: 
"  State  how  much  of  its  net  income  was  earned  during  its  last 
fiscal  year  within  the  State  of  New  York,"  was  this  answer: 
"  $3,623.91."  How  do  you  explain  that  ?  A.  I  cannot  explain 
that. 

Q.  That  does  not  harmonize  with  the  other  statement,  does  it? 
A.  I  don't  know  just  what  these  details  are. 

Q.  But  does  it  harmonize  with  the  other  statement  ?  A.  I  pre- 
sume so,  yes. 

Q.  You  think  so  ?    A.  Yes ;  it  takes  net  income  to  pay  taxes. 
Q.  Has  this  company  any  net  income  other  than  that  earned 

within  the  State  of  New  York  ?    A.  I  don't  know  of  anv. 

t' 

Q.  Mr.  Cuyler  stated  in  answer  to  question  19 :  *'  State  its 
net  income  during  the  same  period,"  that  being  the  past  fiscal 
year  of  the  company,  and  his  answer  was  "  $21,743.50  is  the  net 
income  of  the  company."  Now,  that  you  have  just  explained  and 
harmonize  with  the  statement  which  you  made.  Then,  in  answer 
to  the  question  which  I  formerly  read :  **  State  how  much  of  its 
net  income  was  earned  during  its  last  fiscal  year  within  the  State 
of  New  York,"  the  answer  was  "  $3,623.91."  A.  I  presume  that 
means  the  local  business.  That  must  mean  the  local  New  Y'^ork 
business. 

m 

Q.  New  York  city  business?  A.  No,  New  York  State  busi- 
ness; interstate. 
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Q.  Local  Xew  York  State  business?  A.  Yes,  I  think  it  must 
mean  that. 

Q.  Do  you  think  that  is  correct  ?    A.  I  think  it  is  if  he  says  so. 

Q.  So  that  the  company  made  a  net  deficit  on  its  entire  busi- 
ness of  $28,120.41,  and  at  the  same  time  and  during  the  same 
period  had  a  net  income  on  its  Kew  York  State  business  of 
$3,623.91  ?     A.  I  think  you  are  twisting  that,  Mr.  Page. 

Q.  I  don't  intend  to,  sir.  If  I  am  twisting  it,  will  you  please 
untwist  it  ?  A.  Yes,  I  will  try.  In  the  first  place  there  are  two 
statements  th^re.  It  takes  not  income,  I  presume  you  understand, 
to  pay  taxes.  That  net  income  would  not  have  been  net  if  those 
taxes  were  paid.     Isn't  that  explained  there  i 

Q.  Xo,  it  is  not.  Then,  do  you  think  the  amoimt  of  $3,623.91 
is  what  he  had  left  of  net  income  after  paying  the  fixed  charges  ? 
A.  I  think  that  is  what  he  said  was  made  in  Xew  York  State, 
but  I  think,  perhaps,  ilr.  Cuyler  had  better  explain  his  own 
statement. 

Q.  Will  you  ask  him  if  he  will  come  over  and  do  that,  as  I  am 
certainly  in  trouble  about  it.  I  don't  understand  what  it  means. 
A.  He  can  explain  it. 

Q.  It  certainly  does  not  harmonize,  does  it?  A.  I  don't  know 
as  I  can  without  the  figures  before  me,  but  it  seems  to  me  it  is 
all  explained  away  by  that  statement. 

Q.  I  will  put  Mr.  Cuyler's  figures  before  you.  A.  That  means 
that  all  that  amount  there,  this  was  earned  within  the  State, 
meaning  that  that  is  the  interstate  business,  earned  on  lines 
within  the  State  irrespective  of  the  outside  lines. 

Q.  That  was  the  total  net  income?  A.  That  was  the  total  net 
income. 

Q.  After  looking  at  ISIt.  Cuyler's  statement  you  say  that? 
A.  I  say  I  think. 

Q.  That  is,  your  opinion  is  that  the  amount  $21,743.50,  given 
as  the  net  income  of  the  company  during  the  past  fiscal  year,  is 
the  entire  net  income  of  the  company,  including  intrastate  busi- 
ness and  interstate  business?     A.  Yes,  sir. 

Q.  And  that  the  amount  $3,623.91,  given  as  the  amount  of  the 
net  income  earned  within  the  State  of  Kew  York  is  the  net  income 
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on   intrastate   business   only?     A.  I   think  that   is  what   it   is, 
yes,  sir. 

Q.  And  the  operating  expenses  of  the  company  are  apportioned 
between  the  interstate  and  intrastate  business,  so  that  each  account 
bears  its  fair  share  of  the  operating  expenses  of  the  company? 
A.  Tes,  sir. 

Q.  And  how  is  that  done?  A.  Necessarily  it  is  done  because 
the  same  operators  probably  send  an  interstate  and  an  intrastate 
message,  the  same  building  and  the  same  office  handle  an  inter- 
state and  intrastate  message,  the  same  people  handle  both. 

Q.  They  are  sent  over  the  same  wire?  A.  They  are  sent  over 
the  same  wires  by  the  same  office,  by  the  same  force,  the  same 
messengers  and  everything.     It  is  impossible  to  divide  it. 

Q.  The  operating  expenses  are  paid  out  of  a  general  fimd? 
A.  The  operating  expenses  are  paid  out  of  the  receipts  of  each 
office. 

Q.  After  those  operating  expenses  are  paid  you  have  a  certain 
sum  left?  A.  If  the  operating  expenses  do  not  exceed  the  re- 
ceipts. 

Q.  Or  else  you  owe  money?    A.  Yes,  sir. 

Q.  One  or  the  other?    A.  Yes,  sir. 

Q.  Have  you  any  offices  that  earn  less  than  the  cost  of  operating 
them  ?    A.  Yes,  a  lot  of  them. 

Q.  Within  the  State  of  New  York  ?    A.  Yes,  a  lot  of  them. 

Q.  How  do  they  get  money  to  pay  operating  expenses  ?  A.  Mr. 
Cuyler  remits. 

Q.  He  remits  to  them  ?    A.  Yes,  sir. 

Q.  How  many  of  the  12G  offices  in  this  State  are  in  that  cla?r? 
A.  I  cannot  say  offhand. 

Q.  Can  you  tell  about  how  many  ?    A.  Only  by  guess. 

Q.  A  comparatively  small  number?  A.  A  small  number  com- 
paratively, yes. 

.  Q.  Well,  it  is  not  just  clear  to  me  yet  how  you  apportion  the 
operating  expenses ;  do  you  pay  thorn  all  out  of  a  general  fund  and 
then  divide  the  remainder  between  the  interstate  and  intrastate 
accounts  upon  some  basis?  A.  I  will  just  explain  that  the  same 
office  handles  interstate  and  intrastate ;  the  same  operator  handles 
interstate  and  intrastate  messages;  the  same  messenger  boy,  the 
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same  clerk,  the  same  blanks,  the  same  water,  the  same  light,  the 
same  fuel,  and  all  that  sort  of  thing  go  into  it,  they  go  into  the 
total  expenses  of  the  office,  and  the  total  expenses  of  the  office  are 
paid  out  of  the  receipts.  Now  it  is  easy  to  divide  and  separate 
the  receipts  on  interstate  and  intrastate  messages,  but  you  can  see 
it  is  mighty  difficult  to  divide  the  expenses. 

Q.  So  that  you  can  easily  determine  the  amount  of  gross  income 
received  from  interstate  business,  and  you  can  easily  determine 
the  amount  of  gross  income  received  from  intrastate  business? 
A.  Yes,  sir. 

Q.  But  when  it  comes  to  determining  the  amount  of  net  income 
from  each  source  it  is  somewhat  of  a  guess?  A.  It  is  more 
difficult. 

Q.  Practically  impossible,  isn't  it?  A.  Well,  no,  it  is  not  im- 
possible, but  you  have  to  average  it. 

Q.  That  is,  it  is  a  matter  of  averaging  ?  A.  A  matter  of  averag- 
ing, yes. 

Q.  Partly  guess?     A.  No,  it  need  not  be  guess. 

Q.  Based  on  experience  ?    A.  Based  on  the  figures  of  the  office. 

Q.  The  figures  of  the  office?    A.  Yes. 

Q.  Do  you  know  how  that  account  is  kept  ?    A.  No,  I  do  not. 

Q.  Are  there  tvvo  kinds  of  interstate  and  intrastate  accounts? 
A.  I  fancy  they  are  separated,  the  receipts  are  separated,  of 
course. 

Q.  The  receipts  are  separated?    A.  Yes,  sir. 

Q.  And  are  there  charges  against  each  of  those  accounts  of  a 
certain  portion  of  the  operating  expenses?  A.  I  do  not  think  so 
monthly  or  regularly,  but  I  think  — 

Q.  Are  they  at  intervals?    A.  Yes,  when  required. 

Q.  When  required,  how  often,  once  a  year?  A.  When  the 
information  is  needed. 

Q.  Once  a  year  ?    A.  Possibly. 

Q.  Or  is  it  once  in  five  years?  A.  I  should  say  once  a  year  at 
least  it  is  necessary  to  do  that  in  order  to  make  the  tax  statement. 

Mr.  Page:  Will  you  mark  these  papers  for  identification. 

(Four  papers  marked  respectively  Exhibits  39,  40,  41  and 
42  for  identification.) 
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Q.  1  show  you  Exhibits  41  and  42  for  identification,  and  ask 
you  what  they  are  ?  A.  It  is  a  list  of  companies  in  which  I  am 
an  officer. 

Q.  Does  the  list  show  what  office  you  hold  as  to  each  of  the 
companies  on  the  list?     A.  Yes. 

Q.  What  is  the  number  of  those  companies?     A.  33. 

Q.  And  each  and  every  one  of  those  companies  is  a  part  of  the 
Postal  system?  A.  Well,  no;  I  think  there  are  some  district 
companies  there  that  are  not. 

Q.  District  telegraph  companies?     A.  Yes,  sir. 

Q.  That  arc  not  connected  with  the  Postal  system?  A.  Xo. 
I  will  correct  that. 

Q.  Then  each  and  every  one  of  the  companies  in  the  list 
Exhibits  41  and  42  is  a  part  of  the  Postal  system?    A.  Yes,  sir. 

Q,  T  show  you  Exhibits  39  and  40  for  identification  ?  A.  Yes, 
sir. 

Q.  Will  you  state  what  Exhibit  30  is?  A.  39  is  a  copy  of  a 
letter  of  November  20,  1909,  which  I  addressed  to  the  manager 
and  staff  of  all  our  offices,  advising  them  of  the  fact  that  the 
Postal  is  not  a  party  to  the  merger  of  the  Western  Union  and 
Bell  Telephone  Companies. 

Q.  What  is  Exhibit  40  ?  A.  And  in  that  letter  T  called  atten- 
tion to  Mr.  iilackay's  public  denial,  and  I  attached  a  copy  of  his 
public  denial. 

Q.  Was  the  letter  Exhibit  39  prepared  by  yourself?  A.  Pre- 
pared by  myself  and  Mr.  Mackay,  and  I  think  I  conferred  with 
several  of  my  associates. 

Q.  In  the  Xew  England  Telegraph  Company,  or  your  asso- 
ciates in  the  Postal  system  ?  A.  Both ;  both  in  the  New  England 
and  in  the  Postal. 

Q.  Officers  of  the  Commercial  Cable  Company,  the  Mackay 
Companies,  the  Postal  Telegraph  &  Cable  Company  of  Xew  York, 
representatives  of  all  those  companies  ?  A.  Yes,  sir,  I  think  they 
were  all  represented. 

Q.  Do  you  know  who  prepared  the  statement  attached  to  this 
letter?     A.  T  helped  prepare  it. 

Q.  Which  is  headed  "  ^lackay's  statement  ?  "  A.I  helj)ed  to 
j)rei)are  it. 
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Q,  It  was  issued  with  the  authority  of  Mr.  Mackay  ?  A.  Yes, 
sir. 

Q.  Aiul  he  was  familiar  with  its  contents?    A.  Yes,  sir. 

Q.  You  commence  your  circular  letter  to  the  manager  and 
staff,  in  Exhibit  39,  with  these  words :  "  The  Postal  is  not  a  party 
to  the  merger  of  the  Bell  Telephone  and  Western  Union  Com- 
panies." Do  you  understand  that  there  is  a  merger  of  those  two 
companies,  or  has  been?    A.  I  understand  it  amounts  to  that. 

Q.  Well,  in  what  way  ?  A.  My  understanding  is  that  the  Bell 
controls  the  Western  Union,  and  will  control  its  policy. 

Q.  That  is,  when  you  say  Bell,  what  company  do  you  mean? 
A.  The  American  Telephone  and  Telegraph  Company. 

Q.  Do  you  understand  that  owns  a  controlling  interest  in  the 
Western  Union  Company?  A.  Yes,  not  a  controlling  interest  — 
well,  control,  yes. 

Q.  And  that  was  what  you  referred  to  when  you  stated  in  your 
letter  "  You  should  also  state  we  are  not  afraid  of  this  gigantic 
combine  of  the  Bell  Company  and  the  Western  Union  even  though 
it  does  carrv  vast. resources  and  tremendous  influence?  "  A.  Yes. 
•  Q.  Did  you  also  state :  **  If  the  public  becomes  satisfied  that 
the  competition  is  to  be  keen  and  fierce  as  ever,  we  shall  get  much 
more  business  even  than  wo  have  now  ?  "     A.  Yes. 

Q.  Isn't  that  along  the  line  of  your  competition  with  the  Wes- 
tern Union;  doesn't  that  define  the  competition  that  exists  be- 
tween the  Postal  and  the  Western  Union ;  that  is,  it  is  a  competi- 
tion for  business,  a  striving  for  business?     A.  Yes,  sir. 

Q.  It  is  not  a  competition  in  the  matter  of  prices  at  all,  is  it? 
A.  It  is  competition  in  service. 

Q.  That  is,  your  competition  is  in  service  and  in  your  striving 
for  additional  business?     A.  Yes,  sir. 

Q.  But  when  it  comes  to  a  question  of  rates  or  prices  through 
your  traffic  departments,  you  harmonize  your  rates  as  between 
the  two  companies  so  that  each  company  is  charging  the  same  as 
the  other  ?  A.  Just  the  wav  that  vou  pav  the  same  railroad  fare 
on  the  Xew  York  Central  and  the  Pennsvlvania  Railroad  Com- 
pany  from  Xew  York  to  Chicago. 

Q.  Regardless  of  the  number  of  miles  traveled  ?     A.  Yes,  sir. 

Q.  That  is,  there  is  a  harmonized  traffic  arrangement  between 
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the  two  companies  ?  A.  For  this  reason,  that  unless  the  rates  are 
the  same  that  one  company  would  get  all  of  the  business  and  the 
other  company  would  die.  I  want  to  state  an  instance  of  that. 
In  the  south,  one  of  the  states  passed  a  law  there  making  a  very 
low  rate  in  the  State  for  Western  Union  messages,  making  one 
rate  for  the  Western  I'nion,  I  think  it  was  15  cents;  they  felt 
that  the  Postal  Telegraph  Cable  Company,  being  the  younger 
company  and  the  weaker  company,  and  the  company  that  was 
striving  to  extend  its  lines  within  that  State,  should  have  some 
benefit  over  the  Western  Union,  a  stronger  company;  so  while 
they  stated  that  the  Western  Union  rates  in  that  State  should  be 
15  cents,  they  graciously  consented  that  the  Postal  could  charge 
20  cents.  We  wrote  to  them  and  thanked  them  for  their  con- 
sideration and  their  courtesy,  and  all  that;  with  the  Western 
Union  rate  of  15  cents,  and  the  Postal  with  a  rate  of  20  cents,  all 
we  would  get  would  be  glory,  so  that  we  finally  had  to  meet  the 
Western  Union  to  get  some  of  the  business  and  let  the  glory  go. 
That  is  an  actual  occurrence. 
Q.  What  state  is  that  ?     A.  I  can  give  you  that ;  I  dcm't  care 

to  now. 

Q.  You  had  rather  not  put  that  on  the  record?     A.  Yes,  but 

it  is  fact. 

Q.  Do  you  think  that  the  passing  of  that  law  was  perhaps 
brought  about  by  the  Western  Union  people  in  order  that  they 
might  get  the^business  at  a  low  rate,  and  at  the  same  time  keep 
faith  with  the  Postal  on  their  general  traflSc  arrangements? 
A.  'No,  I  don't  think  so,  because  I  do  not  think  that  the  Western 
Union  is  anxious  enough  for  glory  to  handle  business  at  a  loss, 
■as  they  would  have  to  do  to  handle  messages  at  15  cents.  Any 
message  for  15  cents  is  handled  at  an  absolute  loss. 

Q.  No  matter  what  the  distance  is?  A.  Yes,  or  where  it  is 
handled.  I 

Bv  Chairman  Davis: 

Q.  It  wasn't  your  pull  with  that  State  Legislature  that  per- 
mittod  you  to  charge*  5  c(»nts  more?  A.  We  have  no  pull,  Senat<T. 
I  never  knew  of  any  pnll  in  any  State;  that  is  one  thii:g  wo  nre 
laintnlably  lacking  in. 
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By  Vice-Chairman  Mesritt: 

■ 

Q.  What  does  experience  show  to  be  the  cost  of  sending  and 
delivering  a  message?  A.  That  varies,  sir,  according  to  the 
distance. 

Q.  You  must  have  an  average  on  which  you  base  your  charge? 
A.  It  varies  every  year  with  the  cost  of  labor  and  the  cost  of 
material  and  the  cost  of  depreciation;  it  varies  absolutely,  just 
like  the  price  of  oats. 

Q.  You  just  said  it  can't  be  done  for  15  cents?  A.  I  know 
that;  that  is  positive;  there  is  a  minimum  that  we  know  can't  bo 
done. 

Q.  What  do  you  regard  as  the  minimum  ?  A.  For  instance, 
the  average  message  that  is  handled,  counting  from  the  time  that 
it  is  given  to  the  boy  at  one  end  until  it  is  delivered  to  the  man 
at  the  other  end,  it  is  handled  twelve  times,  and  we  figure  that  it 
costs  2  cents  for  each  manual  handling  of  a  message;  it  averages 
about  2  cents  for  each  handling. 

Q.  What  proportion  of  the  messages  is  tendered  by  the  sender  ? 
A.  Very  few. 

Q.  !Xearly  everybody  rings  for  a  messenger?  A.  Yes,  and 
nearly  everybody  wants  a  charge  account.  We  have  that  added 
charge  for  collection  of  our  bills,  which  is  very  high  indeed.  I 
want  to  say,  here  is  a  city  of  over  one  and  a  half  million,  cover- 
ing 77^2  square  miles,  where  we  operate  sixteen  offices,  and 
where  we  lost  in  1908,  $4,513,  and  in  1909,  $849,  without  putting 
any  charge  in  against  the  plant  for  depreciation  and  interest; 
one  and  a  half  million  people,  covering  77Y2  square  miles,  and 
that  is  Brooklvn,  New  York. 

By  Mr.  Page  : 

Q.  If  you  don't  make  your  money  in  the  city  of  New  Y'^ork, 
where  do  you  make  it  ?  A.  We  do  make  it  in  some  places,  but  we 
would  make  more  if  we  lost  less. 

Q.  Do  you  lose  money  on  your  business  generally  in  New  York 
city?  A.  No,  I  think  not;  on  the  business  done  in  New  York 
city  ? 

Q.  Yes.     A.  I  should  sav  we  lost  monev  on  anv  business  done 
in  New  York  citv,  that  is  for  citv  business. 
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Q.  Do  you  lose  money  on  business  originating  in  New  York 
city?    A.  Xo,  I  think  not. 

Q.  Take,  for  instance,  the  messages  originating  in  New  York 
city,  and  considering  only  the  messages  for  which  the  company 
charges  25  cents,  what  is  the  average  cost  per  message  of  doing 
that  business  approximately;  that  is,  the  approximate  cost  to  the 
company  ?  A.  Well,  I  would  have  to  get  at  the  facts  of  that.  I 
don't  know  that  I  have  made  any  statement  showing  just  what 
it  would  cost  in  New  York  city. 

Q.  Well,  extend  the  question  to  apply  to  the  whole  of  New 
York  State,  the  entire  territory  covered  by  the  New  England 
Telegraph  Company?  A.  I  believe  I  had  rather  get  at  the  facts 
rather  than  to  say  from  memory  of  this,  if  you  will  let  me. 

Q.  For  the  purpose  of  the  present  inquiry,  about  how  much 
would  you  say  it  is  ?  A.  I  think  our  average  tolls  in  New  York 
State  are  something  less  than  40  cents;  that  means  the  average 
message  runs  to  15  words,  there  are  about  15  w^ords  in  a  message; 
the  average  tolls  are  something  less  than  40  cents.  The  average 
cost  is  something  over  35  cents,  between  35  and  37  cents.  I  am 
saying  this  from  memory. 

Q.  And  if  the  total  business  by  this  company  of  handling  mes- 
sages was  reduced  to  the  average,  how  many  messages  would  you 
handle  per  year  over  or  partly  over  the  lines  of  the  New  England 
Telegraph  Company?  A.  I  cannot  make  a  mental  calculation  of 
that,  but  if  you  will  let  me  I  will  give  you  the  whole  figure. 

Q.  Will  you  furnish  that  ?    A.  Yes,  sir,  I  will  try. 

Q.  In  the  circular  letter.  Exhibit  39,  you  close  that  letter  with 
these  words :  "  King  the  bell  and  tell  your  patrons  that  we  are 
up  against  a  great  combine  and  that  we  have  got  to  have  their 
business  if  competition  is  to  live."  When  vou  asked  your  mana- 
ger  and  staff  to  ring  a  bell,  did  you  mean  to  have  them  ring  the 
Bell  telephone?     A.  Well  — 

Q.  What  does  that  mean?  A.  It  means  ring  the  bell,  that 
means  to  call  attention  to  it,  to  sound  the  alarm,  sound  the  clamor. 

Q.  That  does  not  relate  especially  to  calling  up  their  patrons  on 
the  Bell  telephone  ?    A,  No,  it  means  just  to  call  attention  to  it. 

Q.  Do  you  understand  that  the  Postal  systems  are  interested 
in  any  way  in  the  Bell  Telephone  Companies?  A.  The  Postal 
system  ? 
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Q.  Yes.    A.  I  think  we  were,  yes. 

Q.  In  the  American  Telehone  and  Telegraph  Company?  A. 
Yes. 

Q.  The  extent  of  your  interest,  I  suppose,  is  a  detail  that  you 
are  not  familiar  with  ?    A.  Not  familiar  with ;  no  sir. 

Q.  I  have  a  letter  here  dated  December  11,  from  Mr.  A.  C. 
Baker,  publisher  Daily  Telegram,  who  wrote  to  ask  if  he  could 
make  a  complaint,  and  on  being  told  that  he  might,  replied  with 
this  letter: 

"Deab  Sib, —  Replying  to  yoiir  letter  of  the  10th  inst.,  I  received  from  the 
Hearst  Syndicate  addressed  to  the  Daily  Telegram,  a  news  service  for  which 
the  Postal  Telegraph  Company  gave  me  "  night  press  rates."  Previously  the 
same  service  was  sent  by  the  Hearst  Syndicate  to  one  of  the  amusement 
piers  here,  and  for  this  the  Postal  gave  press  rates.  On  May  24th  the  press 
rate  was  suddenly  denied  to  me  without  a  word  of  explanation.  I  tried  to 
get  the  Hearst  i>eople  to  look  into  the  matter,  and  they  seemd  to  be  both 
surprised  and  helpless.  However,  on  June  2nd,  I  received  from  the  Postal 
office  here  the  following :  "  It  has  been  decided  that  your  publication  is 
entitled  to  night  press  rates."  The  service  was  then  renewed  (temporarily). 
On  July  10th,  I  received  the  following  from  the  Postal  Company:  "Begin- 
ning Monday,  the  12th,  we  will  decline  to  handle  at  press  rates  matter  for  the 
Telegram  which  has  been  filed  by  Hearst  at  New  York.  The  sheet  is  not 
in  the  nature  of  a  newspaper." 

You  are  reminded  that  this  company  gave  press  rates  to  an  ocean  pier 
company  that  was  exploiting  a  bulletin  and  using  the  news  only  on  this 
posted  bulletin. 

On  July  21st,  I  received  a  telegram  from  the  Hearst  people  saying: 
"  Postal  will  accept  your  matter  night  press  rate."  They  were  so  filed  in 
New  York,  but  the  local  office  here  demanded  "  commercial  rates "  on  the 
message,  and  I  have  never  been  able  to  get  the  rate  restored  or  any  satisfaction 
about  the  matter. 

Meantime  I  was  informed  by  the  local  manager  of  the  Postal  that  there  is 
a  secret  understanding  existing  between  the  Postal  Company  and  the  Western 
Union,  by  which  as  the  latter  sells  a  special  baseball  service  at  high  rates, 
the  Postal  agreed,  in  consideration  of  $25,000  a  year,  not  to  handle  such 
news  in  competition.     My  news  service  was  of  this  nature. 

Mr.  Mar,  the  manager  of  the  night  service  of  the  Hearst  Syndicate,  knows 
these  facts  as  I  state  them.  Mr.  Farrelly  of  the  day  service  also  has  some 
knowledge  of  this  particular  experience. 

If  I  can  be  of  any  further  service  I  shall  be  glad  to  do  so,  and  if  the 
matter  comes  up  before  your  Committee  I  will  be  gratified  to  know  the  date 
and  to  have  access  to  the  records  or  newspaper  notices. 

Very  truly, 

A.  C.  Baker, 

Pub.  Daily  Telegram. 

December  11,  1909. 

Atlantic  City,  N.  J. 

1316  Pacific  Ave." 
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Have  you  any  explanation  to  make  of  that  complaint  or  of  the 
matters  referred  to  in  the  letter;  so  that  you  won't  have  to  carry 
this  in  your  mind,  here  is  the  letter.  A.  I  would  have  to  look 
into  that. 

Q.  Just  take  the  letter  and  look  it  over  and  explain  it  if  you 
will.  A.  In  the  first  place,  if  Mr.  Baker  is  publishing  a  news- 
paper he  is  entitled  and  would  receive  a  newspaper  special  rate, 
but  a  complaint  came  to  me  some  time  ago  of  some  man  who  was 
receiving  baseball  news  from  the  Hearst  Syndicate,  and  he  was 
making  extra  coj^ies  and  selling  them,  selling  copies.  Of  course 
we  don't  give  newspaper  rates  to  anything  but  newspapers,  and 
he  was  not  publishing  a  newspaper,  and  he  was  getting  the  benefit 
of  this  newspaper  rate,  and  using  it  to  peddle,  farming  it  out, 
selling  it  to  saloons  and  other  places  as  baseball  news.  We  prob- 
ably told  him  when  we  found  that  out  that  instead  of  being 
entitled  to  the  newspaper  rate,  that  he  should  pay  the  regular 
message  rate  on  that  business.  That  is  all  I  know  about  it.  But 
if  he  was  publishing  a  newspaper  he  would  get  the  newspaper 
rate.  If  he  is  using  that  information  to  peddle  it  out  in  compe- 
tition with  us,  of  course  we  would  have  to  charge  the  regular 
message  rate. 

Q.  What  do  you  mean  when  you  say  in  competition  with  us? 
A.  Because  we  cannot  give  a  man  a  reduced  rate  under  the  guise 
of  publishing  a  newspaper,  if  he  does  not  publish  a  newspaper, 
if  he  uses  that  information  to  go  into  the  telegraph  business,  or 
furnish  bulletins  or  all  sorts  of  things. 

Q.  That  is,  if  he  copied  the  message  which  he  received  and 
distributed  it  around  in  various  public  places,  vehy  you  consider 
that  he  was  in  competition  with  you,  as  each  one  of  those  places 
should  have  ordered  the  message  sent  direct  to  them  over  your 
lines?  A.  Yes,  but  if  he  paid  us  the  regular  message  rate  he 
could  do  what  he  liked  with  his  own  message,  but  we  would  not 
give  him  a  newspaper  low  rate  when  he  was  not  entitled  to  it, 
when  he  was  not  publishing  a  newspaper. 

By  Vice-Chairman  Mebbitt: 

Q.  A  baseball  bulletin  is  not  a  newspaper  ?    A.  No,  sir. 
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Bv  Mr.  Page: 

Q.  Do  you  give  any  baseball  service,  so-called  ?  A.  Yes,  we 
furnish  baseball  service. 

Q.  What  do  you  say  to  this  part  of  the  letter  which  I  read: 
"  There  is  a  secret  understanding  existing  between  the  Postal 
Company  and  the  Western  Union,  by  which  as  the  latter  sells  a 
special  baseball  service  at  high  rates,  the  Postal  agreed  in  con- 
fideration  of  $25,000  a  year  not  to  handle  such  news  in  competi- 
tion."   A.  I  say  that  is  untrue. 

Q.  You  know  absolutely  that  no  such  arrangement  was  made? 

A.  I  sav  it  is  untrue. 

«/ 

Q.  You  have  not  answered  my  last  question,  though  ?  A.  What 
more  can  I  say? 

Q.  I  asked  you  if  you  know  of  your  own  knowledge  ?  A.  Yes ; 
I  say  there  is  not  anything  of  that  kind. 

Q.  If  there  was  any  such  arrangement  made,  you  would  know 
it  ?    A.  We  would  certainly  know  it ;  it  is  a  lie. 

Q.  And  that  is  true  as  to  all  of  the  contracts  made  by  the 
Postal  Companies  in  regard  to  service,  is  it  not  ?    A.  Yes,  sir. 

Q.  Won't  you  tell  the  Committee  the  difference  between  com- 
mercial rates,  press  rates  and  night  press  rates?  A.  Well,  a  com- 
mercial rate  is  the  regular  day  or  night  rate  on  a  regular  message ; 
that  is  the  rate  that  anyone  pays,  any  customer  or  any  person  who 
comes  into  the  office  and  pays  on  a  regular  day  or  night  message. 

Q.  That  is,  for  a  communication  between  one  individual  to 
another  ?  A.  Yes.  A  day  press  rate  is  a  reduced  rate  given  news- 
papers for  publication  in  afternoon  papers. 

Q.  Now,  about  how  much  reduction  is  there  made  from  the 
commercial  rate?     A.  Well,  there  is  very  considerable. 

Q.  To  the  press  rate?  A.  It  is  very  considerable.  For  in- 
stance, where  the  rate  would  be  2  cents  per  word  for  a  regular 
message,  it  would  be  ^/^  cent  for  a  day  press  message. 

Q.  y*2.  ^^^^  ^  A.  Yes ;  that  is  a  minimum ;  and  at  night  where 
the  minimum  might  be  1  cent  or  2  cents  as  the  case  may  be,  on 
the  press  it  would  be  14  ^^^'    ^^  course  that  varies. 

Q.  Between  what  hours  do  the  night  press  messages  have  to 
be  sent?     A.  The  day  before  6  p.  m.;  night  is  after  6  p.  m. 
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Q.  Until  6  a.  m.  or  until  the  hour  of  going  to  press?  A.  6 
o'clock  is  the  dividing  line. 

Q.  So  that  you  wish  to  have  the  Committee  understand  that 
the  general  proposition  is  that  a  commercial  rate  of  2  cents  a 
word  by  day  and  1  cent  a  word  by  night  means  a  day  press  rate  of 
y^  cent  a  word  and  a  night  press  rate  of  14  cent  a  word  ?  A.  I 
say  that  is  a  minimum.  That  varies  according  to  the  distance ; 
as  the  additional  word  rate  varies  the  press  rate  will  vary,  in 
practically  the  same  ratio,  but  there  is  no  day  press  rate  less  than 
%  a  cent,  and  no  night  press  rate  less  than  ^4  cent ;  but  there  are 
some  day  press  rates  more  than  y^  cent,  and  it  all  varies  according 
to  the  distance;  it  costs  more  to  send  to  San  Francisco  than  to 
send  from  here  to  Yonkers. 

Q.  You  sometimes  lease  wires,  do  you  not,  to  commercial 
houses?    A.  Yes,  sir. 

Q.  And  you  also  lease  wires  to  press  associations  ?    A.  Yes,  sir. 

Q.  How  do  the  prices  charged  those  institutions  compare? 
A.  The  rate  to  a  broker  for  a  day  wire  runs  about  $20  per  mile 
per  year.  For  a  press  association  for  a  day  wire  $24  per  mile  per 
year.  For  a  night  wire  to  a  press  association  $12  per  mile  per 
year.    Of  course  no  broker  leases  a  wire  at  night. 

Q.  And  in  your  operations  you  lease  the  same  wire  to  a  broker 
by  day  and  to  a  night  press  association  by  night?  A.  We  may. 
It  might  be  the  same  wire. 

Q.  That  is,  it  often  happens  ?    A.  It  often  happens,  yes,  sir. 

Q.  When  you  lease  a  wire,  you  don't  lease  one  particular  wire  ? 
A.  We  lease  a  circuit. 

Q.  But  you  give  to  a  customer  the  exclusive  use  of  some  wire 
during  twenty-four  hours  of  the  day,  or  twelve  hours  or  six  hours, 
according  to  the  time  contracted  for  ?     A.  Yes,  sir. 

Q.  And  when  you  speak  of  the  day  rate  to  a  press  association 
for  a  leased  wire,  that  gives  the  association  the  right  to  use  that 
wire  only  between  six  o'clock  in  the  morning  and  six  o'clock  at 
night?    A.  Yes,  sir. 

Q.  And  the  same  wire  may  be  used  by  a  night  press  association 
for  the  balance  of  the  twenty-four  hours  ?     A.  Perhaps. 

Q.  Are  the  prices  which  you  have  just  mentioned  as  the  prices 
charged  for  leased  wires  absolutely  inflexible  ?    A.  Yes,  sir. 
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Q.  There  is  no  variation  of  those  prices?  A.  No;  the  rates 
are  the  same ;  a  newspaper  could  get  the  same  rate  as  a  broker  for 
a  day  wire  and  half  that  rate  for  a  night  wire.  A  newspaper  pays 
less  than  an  association.  We  charge  more  to  an  association  because 
there  are  a  number  of  newspapers  served. 

Q.  That  is,  you  charge  more  to  the  association  than  you  would 
to  one  newspaper  ?  A.  Yes,  on  account  of  the  association  serving 
a  great  many  newspapers. 

Q.  And  you  charge  the  association  the  same  as  you  charge  a 
broker?    A.  No,  we  charge  him  $4  a  mile  more. 

Q.  You  were  to  find  out  contracts  in  regard  to  interchange  of 
biLsiness;  if  the  New  England  Telegraph  Company  of  New  York 
had  any  such  contracts  other  than  those  that  were  produced  yes- 
terday ?    A.  I  think  I  said  Mr.  Bruch  would  answer  that. 

Q.  I  had  a  memorandum  here  in  regard  to  it,  and  I  had  for- 
gotten whether  you  were  to  give  the  information  or  not  ?  A.  Yes, 
sir. 

)y  Vice-Chairman  Merritt: 

Q.  Does  the  same  condition  exist  generally  in  regard  to  these 
contracts  in  the  matter  of  prices  as  it  does  for  commercial  rates 
as  between  you  and  the  Western  Union;  do  you  have  about  the 
same  schedule?  A.  I  think  so.  I  think  that  schedule  has  been 
in  effect  as  long  as  I  have  been  in  the  service. 

Q.  So  the  same  condition  exists  there  as  to  competition;  it  is 
not  of  price  but  it  is  of  business  and  service?     A.  Yes,  sir. 

Bv  Mr.  Page: 

Q.  Do  you  know  about  this  map,  Mr.  Nally  ?  A.  Yes,  I  had 
that  made. 

Mr.  Page:  Will  you  mark  this  copy? 

(Map  referred  to  marked  Exhibit  43  for  identification.) 

Q.  I  show  you  Exhibit  43  for  identification,  and  ask  you  what 
it  is?  A.  This  is  a  map  of  the  eastern  division  of  the  Postal 
Telegraph  Company,  but  showing  in  different  colored  inks  the 
lines  in  New  York  of  the  New  England  Company. 

Q.  The  lines  indicated  in  red  are  the  lines  actually  owned  by 
the  New  England  Telegraph  Company?     A.  Yes,  sir. 
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Q.  The  lines  indicated  in  yellow  and  in  red  in  the  eastern  part 
of  the  State,  and  pencilled  over  in  lead  pencil  are  the  lines  of  the 
Commercial  Union  Company  which  the  New  England  Company 
leases?    A.  Yes,  sir. 

Q.  And  the  dotted  black  and  white  line  shown  in  the  northern 
part  is  what?     A.  The  Champlain. 

Q.  That  is  the  Champlain  system?    A.  Yes,  sir. 

Q.  And  what  is  the  dotted  red  and  white  line  between  Ithaca 
and  Owego  ?  A.  That  is  a  line  of  telephone  poles  where  we  lease 
pole  rights ;  we  have  wires  on  their  poles. 

Q.  But  where  it  is  a  solid  line,  that  is  a  line  owned  by  the 
company?    A.  Yes,  sir. 

Q.  What  is  the  dotted  line  shown  running  east  of  Babylon  oh 
Long  Island  ?  A.  That  means  we  have  a  Tvire  there  down  to  onie 
of  the  wireless  stations  on  telephone  poles. 

Q.  You  connect  with  the  wireless  station  at  what  point  ?  A.  At 
Sagaponack. 

Q.  The  white  lines  that  are  shown  on  this  map  in  other  states 
are  lines  wholly  belonging  to  the  Postal  system  ?    A.  Yes,  sir. 

Q.  And  outside  of  the  State  of  Xew  York  ?    A.  Yes,  sir. 

Q.  Does  this  show  all  of  what  you  call  your  eastern  division? 
A.  At  that  time  it  did ;  I  have  not  looked  into  that  lately. 

Q.  How  long  ago  was  this  map  made  ?  A.  Made  about  a  year 
ago  —  no,  it  was  made  December  12,  1907. 

Q.  About  two  years  ago?  A.  Yes;  there  may  have  been 
changes  since. 

Q.  Have  there  been  any  additions  to  the  lines  in  the  State  of 
New  York  since  that  date  ?     A.  No,  sir. 

Q.  Has  the  property  of  the  New  England  Telegraph  Company 
within  the  State  of  New  York  increased  in  value  within  the  past 
dozen  years,  or  since  their  purchase  of  it  from  the  Postal  ?  A.  I 
should  say  that  it  increased  in  the  proportion  that  we  added  wires. 

Q.  Can  you  tell  about  how  much  has  been  added  to  it  in  that 
time?    A.  No,  I  could  not  tell. 

Q.  Koughly  ?     A.  No,  I  could  not. 

Q.  Anyone  that  could  tell  ?  A.  I  would  have  to  look  that  up 
and  got  the  facts. 

Q.  Will  you  look  that  up  and  inform  the  Committee  as  to  the 
incrcai-e  since  —  well,  when  was  it  purchased,  the  1st  of  January, 
1897?    A.   1897,  yes,  sir. 
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Q.  Since  that  date?    A.  Yes,  sir. 

Q.  Just  inform  yourself  if  you  can,  so  as  to  testify  as  to  the 
increase  in  mileage  and  in  value  ?    A.  Yes,  sir.    And  in  wires  ? 

Q.  Yes.    A.  Yes,  sir. 

Q.  Mileage  in  wires  and  mileage  in  pole  lines,  and  monetary 
value  since  the  1st  of  January,  1897,  when  the  New  England 
Company  took  the  lines  over  from  the  Postal?  A.  Less  de- 
preciation. 

Q.  Less  depreciation  on  account  of  age  in  the  meantime  t 
A.  Yes,  sir. 

Q.  Take  that  into  consideration  if  you  will  ?    A.     Yes,  sir. 

Q.  You  spoke  of  having  pairs  of  twisted  wires  for  service ;  are 
those  used  for  messenger  calls?    A.  No,  sir. 

Q.  Or  for  telegraphing?  A.  No,  sir,  they  are  used  in  case 
of  need. 

Q.  For  instance?  A.  We  though'  we  might  want  to  put  in 
telephones  on  our  wires  some  day. 

.  Q.  About  how  many  miles  of  that  wire  have  you?  A.  Very 
few  at  present,  although  we  are  putting  in  some;  where  we  are 
putting  in  new  cables  now  we  are  putting  in  twisted  pairs. 

Q.  In  all  your  new  cables?    A,  Yes,  sir;  we  try  to. 

Q.  That  is  in  the  city  of  New  York  and  Brooklyn  ?  A.  Every 
place. 

Q.  Does  the  company  do  any  telephoning  business  now? 
A.  No. 

Q.  Over  its  own  lines  ?    A.  No. 

Q.  No  two  offices  are  connected  up  with  telephone  instruments 
using  your  own  wires  ?    A.  No,  sir. 

Q.  Do  you  contemplate  anything  of  that  sort  in  the  near  future  ? 
A.  Yes,  sir. 

Q.  To  what  extent  ?    A.  We  cannot  tell. 

Q.  Has  it  been  considered  at  all  ?    A.  Yes,  sir. 

Q.  That  is  a  matter  of  administration  that  you  would  not  care 
to  discuss,  I  suppose?  A.  I  don't  mind  telling  you  that  part  of 
our  plans  for  nothing  has  been  done.  Between  Salt  Lake  and  San 
Francisco  it  contemplates  the  stringing  of  435  pound  copper 
wires ;  those  are  the  largest  copper  wires  that  are  stnmg,  and  they 
are  being  strung  with  the  idea  of  using  them  both  as  a  Morse 
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telegraphic  and  talking  circuit,  and  we  are*  now  equipping  a  pair 
of  such  wires  to  make  a  talking  circuit  between  Beno,  Nevada  and 
San  Francisco. 

Q.  As  a  matter  of  operation  it  is  perfectly  practical,  isn't  it, 
to  use  the  same  wires  for  telegraphing  and  telephoning  at  the  same 
time?    A.  Yes,  sir,  under  certain  conditions  it  is. 

Q.  If  the  conditions  are  right  ?  A.  If  the  conditions  are  right ; 
for  instance,  if  the  wires  run  in  pairs. 

Q.  Do  you  have  to  have  the  wires  in  pairs  ?    A.  Yes,  sir. 

Q.  And  do  you  have  also  to  use  the  multiplex  system  or  duplex 
system  ?    A.  They  have  to  be  transposed. 

Q.  The  wires  must  be  transposed  ?    A.  Yes,  sir. 

Q.  And  must  they  also  be  equipped  with  the  Pupin  coil? 
A.  Of  course  we  would  have  no  right  to  use  that  coil,  although 
we  would  still  be  able  to  use  the  wires. 

Q.  You  have  no  right  to  use  that  coil  ?  A.  Not  that  particular 
one. 

Q.  It  is  a  patented  device?    A.  Yes,  sir. 

Q.  And  the  American  Telegraph  and  Telephone  Company  owns 
that  patent?     A.  So  I  understand. 

By  Vice-Chairman  Merritt: 

Q.  There  are  other  devices?    A.  Yes,  sir. 

By  Mr.  Page  : 

Q.  There  are  other  devices  that  will  serve  the  same  purpose 
of  making  it  possible  for  you  to  use  the  long  distance  telephones 
over  your  wires  ?    A.  We  think  it  is  quite  feasible. 

Q.  And  at  the  same  time  telegraph  ?    A.  Yes,  sir. 

Q.  Could  the  wires  at  the  same  time  be  used  for  any  other 
purpose?  A.  Not  for  more  than  telegraph  and  telephone.  Out 
west  they  use  them  for  fence  wire  sometimes  in  addition. 

Q.  Do  you  get  any  rental  for  your  wires  for  that  service? 
A.  No,  sir ;  we  expect  to. 

Q.  You  hope  to?    A.  Yes,  sir. 

Q.  In  speaking  of  telegraphing,  do  you  consider  the  stock 
ticker  service  as  telegraphing?  A.  Yes,  I  should  call  that  tele- 
graphing, although  we  don't  do  anything  of  that  sort. 
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Q.  You  don't  do  any  of  that?    A.  No,  sir. 

Q.  Do  you  know  whether  it  is  possible  to  use  a  pair  of  wires 
for  telephoning,  for  the  sending  of  commercial  messages,  by  the 
duplex  or  multiplex  system,  using  the  Morse  code,  and  at  the 
same  time  operate  a  stock  ticker  over  the  wires?  A.  I  think  I 
will  have  to  pass  that. 

Q.  Did  you  ever  hear  of  that  being  done  ?  A,  No,  I  cannot  say 
that  I  have. 

By  Vice-Chairman  Meeritt  : 

Q.  Where  do  you  get  your  equipment  or  instruments;  in  the 
open  market?     A.  For  telephones,  yes. 

Q.  For  telegraphing  purposes?  A.  We  have  a  lot  of  patents 
of  our  own ;  we  have  a  number  of  patents ;  we  have  our  own  engi- 
neers, and  then  instruments  are  made  for  us. 

Q.  Do  you  make  your  own  equipment  ?  A.  No,  we  doh't  make 
it ;  we  have  it  made  at  the  regular  shops. 

Q.  Does  anybody  in  particular  get  that  business  ?  A.  No,  it  is 
all  competition ;  that  is,  by  bid. 

Q.  A  good  many  people  are  ready  to  compote  for  it,  arc  they? 
A.  Oh,  yes,  a  great  many  good  shops,  good  factories. 

Q.  Your  concern  is  not  interested  in  any  way  in  any  company 
that  makes  these  ?    A.  No,  sir,  not  in  any  way. 

By  Mr.  Page: 

Q.  Going  back  to  the  telephone  line  which  you  spoke  of  in  the 
west,  was  that  used  by  the  Postal  Company  entirely  for  its  own 
use,  or  was  it  used  to  compete  with  the  telephone  company? 
A.  We  have  not  equipped  it  yet. 

Q.  It  has  not  been  equipped?  A.  No,  sir,  it  has  just  been 
strung. 

Q.  And  do  you  care  to  say  anything  in  regard  to  the  use  con- 
templated?    A.  We  cannot  tell  yet. 

Q.  That  is  undecided?     A.  Undecided. 

Q.  Is  it  being  so  arranged  that  you  could  use  it  for  competition 
with  the  telephone  company  if  you  desired  to?  A.  Well,  we  can 
use  it  for  telephone  business. 

Q.  I  think  that  is  sufficient.     A.  Yes,  sir. 
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Q.  There  appears  in  the  balance  sheet  an  item  as  an  asset, 
"Pennsylvania  Eailroad,  $10,240.20."  That  is  an  account  due 
from  the  Pennsylvania  for  telegraphing  which  you  have  done 
under  your  railroad  contract  with  that  system?  A,  It  may  be 
that,  Mr.  Page,  or  it  may  be  a  balance  that  they  owe  us  on  traffic, 
I  cannot  tell.  It  is  an  amount  due  from  them,  but  whether  from 
traffic  or  excess  free  service  I  cannot  sav. 

Q.  On  traffic?  A.  You  know  we  have  a  connecting  line  ar- 
rangement with  them ;  I  explained  that  this  morning. 

Q.  And  what  about  the  free  service  ?  A.  Under  their  contract 
we  give  them  a  certain  amount  of  free  service.  It  is  a  very  large 
sum,  but  notwithstanding  that  they  sometimes  exceed  it,  and  when 
they  exceed  it  they  pay  us  for  the  excess,  and  it  may  be  that  is  the 
amount  they  owe  us. 

Q.  And  on  the  excess  do  they  pay  commercial  rates?  A.  Pay 
half  rates,  as  I  remember. 

Q.  That  is,  one-half  of  the  commercial  rates  ?  A,  Yes,  sir,  on 
the  excess. 

Q.  There  was  one  thing  that  I  asked  about  that  I  do  not  think 
has  been  cleared  up,  and  that  is  as  to  the  service  of  summons  upon 
the  New  England  Telegraph  Company.  Do  you  know  the  course 
followed  by  a  summons  that  is  served  on  an  officer  of  the  Postal 
Telegi'aph  Company  in  an  action  in  which  the  New  England  Tele- 
graph Company  is  the  real  party  interested  as  defendant,  or 
should  be  made  defendant  ?     A.  What  do  you  mean  by  action  ? 

Q.  Eor  instance,  an  action  brought  for  the  non-delivery  of  a 
message  ?    A.  You  mean  what  I  would  do  if  served  ? 

Q.  You  are  an  officer  of  the  Postal  Telegraph  Cable  Company  t 
A.  Yes,  sir. 

Q.  You  would  pass  that  right  along  to  the  attorneys  ?  A.  Yes, 
we  would  take  that  up. 

Q.  Do  you  know  whether  or  not  they  have  a  substitution  of 
defendants  on  such  actions  defended  in  the  name  of  the  Postal? 
A.  I  don't  know  about  that. 

Q.  That  is  a  matter  that  is  left  entirely  in  the  hands  of  the 
attoriievs?     A.  The  attorneys. 

Q.  And  he  is  at  perfect  liberty  to  defend  an  action  in  the  name 
of  the  Postal,  even  if  dmnap:o,  if  any  was  done,  by  the  New 
Enii'laiid  Telegraph  Company?     A.  Yes. 
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Q.  Does  the  Postal  or  the  Xew  England  Company  operate  a 
construction  company  or  any  construction  company  ?    A.  No,  sir. 

Q.  Any  of  the  extensions,  repairs,  replacements,  are  done  by 
the  various  companies  through  their  district  superintendents? 
A.  Yes,  sir.  I  want  to  show  you  a  few  documents  here  which 
will  illustrate  some  of  the  methods  of  competition,  some  of  the 
things  we  have  got  to  contend  with.  For  instance,  on  the  back  of 
every  Western  Union  message  blank  is  a  big  pole  and  a  small  pole. 
That  large  pole  is  placed  to  show  relatively  the  extent  of  their 
system,  and  the  small  pole  is  to  show  the  comparatively  insignifi- 
cant extent  of  their  competitor's.  I  want  to  say  that  is  an  untrue 
exhibit;  that  it  does  not  truly  exhibit  our  company  as  compared 
with  their  company. 

By  Chairman  Davis  : 

Q.  It  is  a  libel?  A.  It  is  a  libel.  Then  they  also  send  out 
that  same  thing  whenever  we  handle  a  message  or  at  Tarrytown, 
and  we  attempt  to  accommodate  our  customer  at  Buffalo,  even 
though  we  accommodate  them  at  an  absolute  cost  to  us,  because 
the  money  left  to  us  after  paying  the  Western  Union  their  pro- 
portion was  little  or  nothing.  Sometimes  we  pay  them  more  than 
we  take  in.  Thev  will  send  vou  a  notice  to  the  effect  that  the 
message  was  turned  over  to  them,  and  because  of  its  having  been 
turned  over  to  them  intermediately  instead  of  at  the  point  of 
origin,  that  that  accounted  for  the  grievous  delay.  It  is  not  the 
case.  Even  though  we  handle  it  in  that  way,  we  handle  it  just  as 
expeditiously  as  if  the  message  had  been  handled  all  the  way  by 
our  own  company. 

By  Mr.  Page  : 

Q.  There  is  another  question  occurs  to  me:  Have  you  any 
contract  either  written  or  verbal,  with  the  Western  Union,,  to 
handle  the  traffic?    A.  N"o,  sir. 

Q.  Interchange?     A.  Xo,  sir. 

Q.  How  do  they  determine  the  charge  to  be  made  against  you 
for  takinar  the  message  at  an  intermediate  point  and  delivering 
it  from  their  linos  to  a  point  not  reached  by  your  lines?  A.  Every 
office  has  the  telegraph  rates  in  their  own  office. 
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Q.  Do  they  charge  as  much  for  delivering  a  message  for  you 
as  an  individual?  A.  They  charge  us  more.  For  instance,  that 
message  Senator  Davis  speaks  of  having  been  handed  in  to  us  at 
Buffalo,  we  handled  it  as  far  as  New  York  or  Yonkers.  They 
insert  at  Yonkers  the  additional  words  "  Buffalo,  New  York,  via 
Yonkers,  September  12th;"  they  charge  us  for  those  words:  "  via 
Yonkers,  September  12  th"  —  and  we  have  to  pay  in  addition  to 
their  regular  rate  of  25,  or  whatever  it  amounts  to. 

Q.  So  if  the  Western  Union  rate  from  Yonkers  to  Tarrvtown 
is  25  cents  for  ten  words,  and  2  cents  a  word  additional,  the  mes- 
sage leaves  Buffalo  over  your  line,  goes  to  Yonkers,  and  is 
transferred  there  to  the  Western  Union  lines,  and  goes  over  the 
Western  Union  to  Tarrytown,  and  the  Western  Union  people 
charge  you  25  cents  for  the  ten  words?  A.  And  the  additional 
words,  whether  they  are  three  or  four,  or  four  or  five. 

Q.  And  charge  you  2  cents  apiece  for  those?     A.  Yes,  sir. 

Q.  So  that  all  you  have  received  for  the  message,  35  cents  at 
Buffalo  —  that  would  be  about  the  rate,  wouldn't  it,  to  Tarry- 
town?     A.  Yes. 

Q.  You  paid  out  all  of  the  cost  of  transmitting  and  you  paid 
2  cents  for  transmitting  the  message  from  Buffalo?     A.  Yes. 

Q.  You  paid  the  Western  Union  in  the  case  you  indicated  10 
cents  for  the  additional  words  —  2  cents  apiece  for  five  words, 
for  transmitting,  so  that  on  that  message  you  would  lose  10  cents? 
A.  Yes. 

Q,  That  is,  you  pay  for  the  privilege  of  doing  the  business 
and  you  do  the  business  for  nothing  —  is  that  correct  ?     A.  Yes. 

By  Chairman  Davis: 

<Q.  Then  you  are  doing  your  business  at  a  loss.  You  are  anxious 
to  do  the  business  ?  A.  We  don't  wish  a  customer  to  get  into  the 
habit  of  coming  to  our  office  and  our  clerk  telling  him,  "  I  am 
fiorrv,  but  you  have  to  take  that  to  the  Western  Union." 

Q.  Your  operators  have  no  instructions  to  inform  your  patrons 
you  have  no  office  ?  A.  If  there  is  a  telephone  office  at  that  point 
we  take  that  message  and  we  don't  charge  any  more  for  it  than 
you  would  pay. 

Q.  You  take  everything  within  reach?    A.  We  take  everything 

we  can  handle. 
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Q.  This  message  was  delivered  to  your  operators  at  the  Iro- 
quois Hotel  at  Buffalo  ?  A.  We  would  have  taken  it  just  the  same 
if  it  were  on  a  call  box. 

By  Mr.  Pagp:: 

Q.  Do  you  in  a  measure  make  up  and  get  even  with  the  Wes- 
tern Union  Company  by  making  the  same  charge  to  them  when 
they  deliver  messages  to  you  for  further  transmission  over  your 
lines  to  a  point  where  their  lines  don't  touch?  A.  I  am  happy  to 
say  we  do. 

Q.  Does  one  hand  about  wash  the  other?     A.  Xot  quite. 

Q.  Who  gets  the  best  of  it  i    A.  I  am  sorry  to  say  — 

Q.  The  Western  Union?  A.  Unfortunately  they  have  more 
non-competitive  points  than  we  and  we  lose. 

Q.  They  reach  more  non-competitive  points  than  you  do,  and 
also  points  doing  a  larger  volume  of  business  than  you  ?  A.  Yes, 
but  we  don't  lose  on  all  of  the  messages  where  people  in  a  great 
many  cases  handle  them  by  telephone.  For  instance,  if  a  message 
was  filed  at  Buffalo  for  106  Whitestone  avenue,  in  Flushing,  ad- 
dressed to  E.  J.  Xallv,  thev  would  look  and  see  if  E.  J.  Nallv 
had  a  telephone,  and  that  message  would  cost  but  15  cents. 

Q.  SuppoP(»  the  Postal  agent  who  was  alx>ut  to  deliver  a  mes- 
sage looks  the  matter  of  telephones  up  and  finds  Mr.  Nally  has 
two  telephones,  one  belonging  to  the  Bell  system  and  one  belons:- 
ing  to  the  Independent,  would  he  give  any  of  those  systems  the 
preference  over  the  other  ?    A.  If  there  is  a  difference  in  rates  — 

Q.  Other  things  being  equal  ?     A.  All  things  being  equal,  no. 

Q.  And  these  general  instructions  are  not  given  to  use  in  any 
exclusion  of  the  other  or  preference  to  the  other  ?    A.  No. 

Q.  We  were  talking  this  jnorning  about  public  regulation. 
Would  it  be  a  benefit  to  you  if  there  was  such  a  regulation  of  tele- 
graph companies  as  would  compel  the  Western  Union  to  divide 
the  tolls  on  a  message,  say  between  Buffalo  and  Tarrytown,  which 
ivent  partly  over  one  line  and  partly  over  another  ?     A.  Pro-rated  ? 

Q.  Pro-rated  as  to  the  distance?  A.  Yes,  it  would  be.  That 
would  be  an  advantage  to  us. 

Q.  That  would  be  a  distinct  advantage  to  the  Postal  system? 
A.  Yes. 
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Q.  Would  it  be  a  disadvantage  to  the  Western  Union?  A.  To 
the  extent  of  the  amount  they  would  receive  in  pro-rating  of  that 
amount  they  now  receive. 

Q.  That  is,  you  consider  it  would  be  a  financial  disadvantage? 
A.  I  fancy  they  would  lose  on  it. 

Q.  Would  you  consider  it  an  unfair  disadvantage?  A.  Ifo,  I 
think  not.     I  think  it  is  unfair  as  it  is. 

Q.  The  present  arrangement  is  unfair  ?    A.  I  think  it  is  unfair. 

Q.  And  you  think  some  law  that  would  adjust  that,  and  make 
the  companies  treat  each  other  in  an  equitable  manner  in  regard 
to  joint  messages  would  be  a  good  law  ?     A.  IVtost  assuredly. 

Q.  You  would  be  in  favor  of  that?    A.  Yes. 

(Paper   furnished   by   witness,   marked   Exhibit   44   for 
identification.) 

Q.  I  show  you  Exhibit  44  for  identification,  and  ask  you  to 
state  what  that  is  ?  A.  This  is  a  copy  of  a  circular  from  the  city 
superintendent  of  the  Western  Union  people  to  all  managers  New 
York  city  branch  offices  and  solicitors,  telling  them  to  pick  out 
all  messages  transferred  to  them  by  the  Postal  which  were  handed 
in  to  us  originally  for  points  on  their  line  non-competitive,  so  that 
they  can  say  to  the  senders  of  those  messages,  that  if  they  had 
handed  them  in  direct  to  them  in  the  first  instance  that  the  mes- 
sage would  not  have  suflFered  delay. 

Q.  Is  this  one  of  the  original  circular  letters  sent  out  ?  A.  Yes, 
sir. 

Q.  It  is  not  a  copy;  it  is  an  original  letter?     A.  Yes. 

3klr.  Page  :  I  think  I  will  read  this  letter  into  the  record : 

Office  of  the  Ciiy  Superintendent, 

WESTERN  UNION  TELEGRAPH  COMPANY. 

195  Broadwat,  New  Yobk. 

To  all  Managers f  Xew  York  Ciiy  Branch  Officcf^  and  Solicitors: 

(Effective  April   1st,   1908.) 

You  are  autliorizcd  to  use  for  canvassing  purposes  all  messages  trans- 
ferred to  us  by  ihc  Postal  Telegraph  Company,  and  arrangements  should  be 
made  to  presence  a  correct  record  of  snch  messages,  forwarding  a  copy  thereof 
at  the  end  of  each  week  to  this  oflice,  with  such  particulars  of  the  same  that 
will   aid   in   identifying  the   sender*   and   enable  our   managers  and   others   to 
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institute    a    thorough   canvass   to    divert   the   business    from   the   opposition 
company. 

Whenever  such  messages  are  brought  to  your  attention  you  should  direct 
the  attention  of  the  senders  to  the  circumstances,  that  the  message  having 
been  filed  with  the  Postal  Company  was  necessarily  transferred  to  us  to  com- 
plete its  transmission,  and  that  the  delay  resulting  from  such  transfer  would 
have  been  avoided  if  the  message  had  been  filed  with  the  Western  Union  Com- 
pany in  the  first  instance. 

If  the  matter  is  pursued  diligently,  it  will  afford  good  canvassing  material, 
of  which  all  concerned  should  take  the  fullest  advantage. 

M.  W.  Hambun, 

City  Supt. 

N.  Y.,  April  1,  1908. 

By  Chairman  Davis  : 

Q.  That  letter  is  directed  to  whom  ?    A.  To  all  managers,  New 
York  city  branch  offices  and  solicitors. 

(Another  paper  produced  by  witness  marked  Exhibit  45 
for  identification.) 
Mr.  Page  :  Exhibit  45  for  identification  is  similar  in  character, 
or  rather,  a  communication  relating  to  a  similar  matter,  which  was 
sent  to  a  customer  of  the  Postal  Company,    Sent  from  New  York  ? 
The  Witness  :  I  don't  know  just  where  that  came  from. 
Paper  referred  to  and  marked  Exhibit  45  for  identification  was 
read  by  Mr.  Page  as  follows: 

THE  WESTERN  UNION  TELEGRAPH  COMPANY, 

Manageb's  Office. 

Deab  Sib. —  Your  messages  filed  with  the  Postal  Company  are  being  turned 
over  to  us  en  route  because  that  company  reaches  so  few  points  compared 
with  this  company.    SEE  DIAGRAM  OPPOSITE. 

Mr.  Page  :  The  diagram  opposite  being  a  large  pole  and  a  little 
pole. 

The  CirAiRMAN:  Korth  and  south  pole,  I  should  think. 
Mr.  Page  :  It  would  appear  so.     (Continuing  reading)  : 

The  comprehensive  system  of  the  Western  Union  Telegraph  Company  —  the 
largest  in  the  world,  comprising  over  1,000,000  miles  of  wire,  with  over  24,000 
offices,  and  direct  telegraphic  or  telephonic  connection  with  as  many  more, 
making  a  total  of  50,000  stations  in  the  United  States,  Canada  and  Mexico  — 
is  relied  upon  by  the  Postal  Company  to  complete  tlie  service  it  undertakes 
on  your  messages  to  the  20,000  places  it  does  not  reach.     WHY  NOT  GIVE 
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YOUR  MESSAGES  DIRECTLY  TO  US  IN  THE  FIRST  PLACE  AND  SAVE 
THE  DELAY  AND  LIABILITY  TO  toSS  INVOLVED  IN  THE  TRANSFER? 
For  instance,  the  Postal  Company  had  to  transfer  to  us  at  Indianapolis, 
Ind.,  your  messages  of  August  19,  directed  to  Union  City  and  Mitchell,  Ind., 
which  is  one  of  the  20,000  places  reached  only  by  the  lines  of  this  company 
and  its  connections.  Had  tliis  message  been  filed  with  us  originally  it  would 
have  gone  straight  through  to  destination,  without  the  delay  of  transfer  by 
messenger  at  some  intermediate  point. 

1  shall  be  glad  to  give  particular  attention  to  your  messages  if  you  will 
order  them  to  be  sent  by  the  Western  Union  Telegraph  Compan5\ 

Yours  faithfully, 

J.  ir.  Myers, 

Office  Manager, 

Q.  Is  it  a  fact  that  the  messages  are  transferred  by  messenger 
from  your  offices  to  the  Western  Union  office  ?     A.  Yes,  sir. 

Q.  You  have  no  wire  connections  ?    A.  Xo,  sir. 

Q.  Do  you  have  running  accounts,  one  company  to  the  other? 
A.  Xo,  sir,  they  won't  give  us  a  running  account. 

Q.  When  a  messenger  takes  a  transfer  message  he  has  to  take 
money  enough  to  pay  the  advance  charges  to  the  Western  Union? 
A.  Yes,  sir. 

Adjourned  to  December  10,  1909,  at  11  o'clock  a.  m. 
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EUBVEITTH  PUBUC  SESSION 


Aldermanio  Chamber,  City  Hali., 

New  York,  December  16,  1909  — 11  a,  m. 

Present  —  Hon.  George  A.  Davis,  Chairman. 

Hon.  Edwin  A.  Merritt,  Jr.,  Vice-Chairman. 

Hon.  John  E.  Yale. 

Hon.  Thomas  B.  Cauqhlan. 


E.  J.  Page,  Esq., 
OdelIt  R.  Blair,  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


*-  Counsel. 


Chairman  Davis:  The  meeting  will  be  in  order.  Gentlemen, 
it  is  with  a  saddened  heart  this  morning  that  I  am  called  upon  to 
announce  the  death  of  the  Hon.  John  Raines,  President  pro  tern. 
of  the  Senate  of  the  State  of  New  York.  It  has  been  my  privi- 
lege to  be  an  associate  of  Senator  Raines  during  the  past  fourteen 
years,  and  like  every  other  associate  of  hig  in  an  official  capacity, 
we  have  learned  to  love  and  admire  him  as  a  man  and  as  a  State 
official.  It  is  not  the  proper  time  in  any  manner  to  eulogize  the 
many  splendid  qualities  of  Senator  Raines.  There  will  be  a  time 
set  apart  for  that  purpose.  I  do  desire  to  say,  however,  that  the 
State  of  New  York,  in  the  death  of  Senator  Raines,  has  lost  one 
of  the  very  best  legislators  that  this  State  has  ever  produced. 

What  is  the  further  pleasure  of  the  Committee  ? 

Vice-Chairman  Merritt:  Mr.  Chairman,  it  seems  to  me  that 
this  Joint  Legislative  Committee  cannot,  with  propriety,  begin 
its  labors  this  morning,  in  view  of  the  announcement  that  you 
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have  made,  and  I  therefore  move  that  the  Committee  stand  in 
recess,  subject  to  the  call  of  the  chair. 

Chairman  Davis  :  Gentlemen,  you  have  heard  the  motion.  All 
those  in  favor  will  signify  by  saying  aye. 

Motion  unanimously  carried. 

Chairman  Davis  :  I  have  been  requested  to  say  that  those  who 
are  under  subpoena  at  this  time  will  be  notified  of  the  adjourned 
date.  The  Committee  will  stand  in  recess,  subject  to  the  call  of 
the  chair. 

Adjourned  subject  to  the  call  of  the  chair. 


TWELFTH  PUBUC  SESSION 


Aldekmaxic  Chamber^  City  Hall, 

New  York,  January  19,  1910  —  2  p.  m. 

Present  —  Hoi«".  George  A.  Davis,  Chairman. 
Hon.  John  Kissel. 
Hon.  John  R.  Yale. 
Hon.  Thomas  B.  Caughlan. 
Hon.  J.  Henry  Walters. 


E.  J.  Page,  Esq., 
Odell  R.  Blair.  Esq., 
Hon.  J.  Bennett  Southard, 
John  T.  Hettrich,  Esq., 


>  Counsel. 


Chairman  Davis  :  Will  you  be  in  order. 

Mr.  Page  :  Mr.  Chairman,  I  have  a  letter  here  from  Mr.  James 
M.  E.  O'Grady  that  I  would  like  to  read  into  the  record.  It 
relates  to  the  telephone  branch  of  the  inquiry : 

Rochester,  N.  Y.,  December  10,  1909. 

Hon.  Gboboe  A.  Dayis,  Chairman  Legislative  Committee: 

Dear  Sib. —  Recently  an  action  was  tried  in  the  Supreme  Court  of  Monroe 
county  at  Rochester  between  Charles  M.  Lane  as  plaintiff  and  Albert  P.  Fenn 
and  others  as  defendants.  This  action  involved  the  promotion,  organization 
and  sale  of  the  securities  of  the  United  States  Independent  Telephone  Com- 
pany, a  corporation  organized  for  the  purpose  of  operating  telephones  in  the 
State  of  New  York  and  elsewhere,  and  of  owning  the  stocks  of  subsidiary 
companies  transacting  the  same  business.  In  the  course  of  the  evidence  which 
was  produced  on  the  trial  of  that  case,  it  was  sworn  to  by  Albert  O.  Fenn, 
president  of  the  Alliance  Bank  of  Rochester,  that  he  had  issued  a  certificate  of 
stock  of  the  face  value  of  $2,000,000  to  William  J.  Conners  of  Buffalo,  N.  Y., 
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without  any  consideration  being  paid  therefor,  Mr.  Fenn  stating  that  he 
issued  this  certificate  to  Mr.  Conners  at  the  request  and  under  the  direction 
of  Thomas  W.  Finucane,  president  of  the  United  States  Telephone  Company 
and  co-director  with  Fenn  in  the  Alliance  Bank. 

Mr.  Finucane  testified  that  this  stock  was  given  to  Conners  because  he 
was  an  influential  man  and  owned  two  newspapers  in  the  city  of  Buffalo, 
N.  Y.,  and  at  another  time  Finucane  testifled  that  the  stock  was  given  to 
Conners  because  Conners  had  been  conducting  some  investigation  into  tele- 
phone franchises  in  the  city  of  New  York  and  it  was  thought  advisable  by 
him  (Finucane)  to  buy  him  (Conners)  off  by  the  payment  of  this  $2,000,000 
of  stock. 

We  desire  to  call  your  attention,  and  the  attention  of  your  Committee, 
to  this  transaction,  believing  as  we  do  that  it  is  a  matter  that  your  Com- 
mittee should  investigate  and  probe  to  the  bottom  in  order  that'  the  real 
reasons  why  this  stock  was  turned  over  to  Conners  should  be  known,  and  in 
order  that  proper  legislation  may  be  had  to  forbid  similar  transactions  in 
the  future. 

Yours  very  truly, 

James  M.  E.  O'Gbadt. 

Mr.  Page  :  I  also  have  a  letter  from  the  Kochester  Chamber  of 
Commerce,  dated  December  21,  1909,  addressed  to  Mr.  Odell  IL 
Blair,  Buffalo,  N.  Y.  : 

Deab  Sib. —  In  answer  to  your  inquiry  of  the  20th  inst,  let  me  say  that 
a  resolution  advocating  the  placing  of  the  telegraph  and  telephone  companies 
under  the  jurisdiction  of  the  Public  Service  Commission  was  presented  to  our 
board  of  trustees  at  the  November  meeting,  and  after  some  discussion  was 
strongly  favored  and  recommended  to  the  corporation  of  the  Chamber  for 
favorable  consideration. 

The  resolution  was  presented  to  the  corporation  on  the  night  of  December 
6th,  and  without  a  dissenting  vote  was  enthusiastically  passed. 

Yours  very  truly, 

Roland  B.  Wooowabd,  Secretary. 

The  following  is  the  resolution  which  is  attached  to  the  letter: 

Moved  hy  Mr.  "WetmorCy  That  the  Rochester  Chamber  of  Commerce  ratify 
and  approve  of  the  action  taken  by  the  trustees  at  their  last  regular  meet- 
ing, favoring  legislation  placing  all  express,  telegraph  and  telephone  com- 
panies under  the  supervision  and  control  of  the  State  Public  Service  Com- 
mission. 

That  the  secretary  write  our  representatives  in  the  Senate  and  Assembly, 
sending  them  a  copy  of  this  resolution  and  requesting  them  to  favor  such 
legislation;  also  that  a  special  committee  of  five  be  appointed  by  the  presi- 
dent, whose  duty  it  shall  be  to  attend  to  the  hearings  of  the  Legislative  Com- 
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mission,  which  is  expected  to  meet  in  Rochester  soon,  and  urge  the  legisla- 
tion favored  by  the  Chamber. 

I  also  have  here  a  lengthy  typewritten  letter,  addressed  to  Sena- 
tor George  A.  Davis,  Chairman  Legislative  Committee,  signed 
^'  One  of  Thousands."  I  would  like  to  say  that  if  "  One  of  Thou- 
sands "  would  appear  here  before  the  Committee,  I  have  no  doubt 
you  would  be  glad  to  hear  him,  or,  if  the  author  of  the  communi- 
cation which  I  have  just  referred  to  will  sign  his  name  to  it,  I  will 
very  gladly  read  it  into  the  record. 

Mr.  Page  :  Here  is  a  letter  from  the  Committee  of  the  District 
of  Columbia,  House  of  Representatives,  United  States,  Washing- 
ton, D.  C.  (Reading  letter.)  The  interrogatories  enclosed  with 
the  letter  are  as  follows : 

Chairman  Davis:  I  don't  think  it  necessary  to  read  them  in 
now. 

Mr.  Page:  I  wanted  to  refer  to  them  later,  perhaps.  I  want 
to  read  them  in. 

Chairman  Davis:   All  right. 

Said  letter,  with  interrogatories  attached,  is  as  follows : 

COMMITTEE  ON  THE  DISTRICT  OF  COLUMBIA. 

House  of  Representatives,  U.  S., 

Washington,  D.  C,  December  20,  1909. 

ijJiairman  Joint  Legislative  Committee  Investigating  Telegraph  Merger,  New 
York  City,  N,  Y.: 

Deab  Sib. —  The  series  of  interrogatories  herewith  enclosed  are  quite 
apropos  to  the  investigation  you  are  making  into  the  telegraph  and  telephone 
merger  and  are  respectfully  submitted  for  your  consideration. 

These  interrogatories  are  based  on  a  thorough  knowledge,  not  only  of  the 
art  of  telegraphy,  but  of  telegraphic  methods  from  every  viewpoint.  The 
first  money  I  ever  earned  was  as  messenger  in  a  telegraphic  office.  Later,  I 
was  employed  for  some  years  as  operator  and  manager  by  both  the  Western 
Union  and  Postal  Companies.  You  will  see,  therefore,  that  I  speak  by  the 
card. 

Your  investigation  is  attracting  the  attention  of  thoughtful  men  over  all 
the  country.  There  is  no  shadow  of  doubt  that  the  two  telegraph  companies 
and  the  Bell  Telephone  Company  are  now  planning  to  absorb  the  best  of  the 
long.distance  independent  telephone  companies.  This  accomplished,  little 
opportunity  will  be  left  to  establish  a  new  rival  to  what  will  then  be  a 
gigantic,  telephone  and  telegraph  trust. 

The  community  of  interest  that  now  exists  between  these  companies  — 
quite  apart  from  a  formal  merger  of  the  W^estem  Union  and  the  American 
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Telegraph  and  Telephone  Company  —  is  a  practical  combination  in  restraint 
of  trade,  presenting  substantially  all  the  aspects  of  another  Northern  Security '.<« 
case. 

I  enclose  herewith  a  copy  of  my  speech  on  the  investigation  of  the  telegraph 
companies,  and  which  might  be  useful  in  this  connection. 

Yours  very  truly, 

Wm.  J.  Cary, 

M,  C.  Fourth  District,  \Yi9Consin. 

What  is  the  greatest  practical  speed  at  which  the  telegraph  companies  can 
transmit  messages? 

What  is  the  normal  average  of  words  per  minute? 

Is  it  possible  by  any  system  of  telegraphy  to  maintain  a  higher  average? 

Has  there  been  no  appreciable  improvement  in  the  art  of  telegraphy  since 
the  time  of  Morse? 

If  so,  what  methods  are  or  can  be  employed  to  facilitate  the  transmission 
of  messages? 

Does  the  amount  of  traffic  that  can  be  transmitted  in  a  given  time  have  any 
relation  to  the  charge  in  tolls? 

Would  the  ability  to  transmit  messages  at  a  uniform  rate  of  1,000  or 
more  words  a  minuto  enable  the  companv  to  make  anv  considerable  reduction 
in  the  cost  of  telegrams  to  the  public? 

Is  it  possible,  in  your  opinion,  to  transmit  messages  at  the  rate  of  1,000 
words  by  any  telegraphic  system? 

Do  telegraphic  companies  under  present  methods  utilize  the  full  capacity 
of  a  wire? 

In  other  words,  is  it  not  possible  by  improved  methods  of  transmission  to 
send  more  than  50  or  60  or  even  100  words  a  minute  over  one  wire? 

This  question  does  not  mean  a  wire  duplexed,  or  quadruplexed,  but  worked 
singly. 

W^hy  do  telegraph  companies  oppose  sending  the  filing  time  with  messages? 

The  Bureau  of  Labor,  which  recently  investigated  the  telegraph  companies, 
reports  by  a  simple  code  system  the  time  is  sent  by  English  and  Continental 
companies  in  three,  or  at  least  four,  letters.  This  is  less  than  one  extra  word, 
inasmuch  as  the  average  number  of  letters  is  five. 

Mr.  Page:  There  is  present  a  gentleman  who  has  a  complaint 
to  make,  or  something  to  say  in  regard  to  the  telephone  service, 
llr.  Des  Marets. 

Mr.  Ernest  A.  Des  Marets:  Mr.  Chairman,  I  have  had  the 
honor  and  the  pleasure  of  being  before  yon  once  before,  but  I  have 
said  enough  in  reference  to  the  matter  of  tariff.  To-day  I  wish 
to  call  your  attention  to  the  change  in  the  directory  which  the  tele- 
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phone  company  has  imposed  upon  the  residents  of  Queens.  Queens 
has  an  area  of  129.51  square  miles.  It  is  composed  of  a  number 
of  cities,  villages  and  hamlets,  a  large  majority  of  which  are  sub- 
scribers to  the  telephone  company  and  use  the  telephone  system. 
We  feel  that  we  have  been  aggrieved  since  we  became  subscribers, 
because  we  have  been  obliterated  in  the  directory,  of  using  the  head- 
ings of  our  respective  cities,  villages  and  hamlets,  and  have  all 
been  incorporated  into  one  system,  under  the  heading  of  "  Queens 
and  Brooklyn,"  mingling  us  all  up  with  Brooklyn.  So  it  is  very 
hard  to  find  us  when  they  need  us,  or  to  distinguish  one  from  an- 
other. I  have  brought  here  samples  of  those  books  —  the  one  that 
was  issued.  This  one  was  issued  in  1907,  where  you  will  see  that 
the  directory  is  issued  under  all  the  different  headings,  giving 
the  names  of  the  different  places.  Long  Island  City,  Astoria,  Flush- 
ing, Jamaica,  Woodside,  and  all  the  other  places  which  compose 
the  borough  of  Queens.  And  now  to-day  I  say  the  directory  has 
been  changed  so  that  to-day  we  are  all  placed  imder  this  heading 
of  "  Brooklyn  and  Queens,"  and  it  is  difficult  to  find  or  locate  one. 
Mr.  Hopewell  of  Flushing,  recognizing  the  fact  that  it  was  diffi- 
cult to  find  the  parties  in  a  certain  location,  issued  this  directory, 
which  covers  Flushing,  Whitestone,  Bayside,  College  Point,  Doug- 
laston  and  Long  Island,  which  were  under  the  jurisdiction  of  the 
Flushing  Central  station.  The  telephone  company,  recognizing 
this  fact,  tried  to  stop  Mr.  Hopewell  from  issuing  this  directory, 
in  which  they  seem  to  have  failed,  because  Mr.  Hopewell  has  issued 
another  one,  in  July,  1909.  But  the  telephone  companies  them- 
selves, recognizing  that  complaint,  issued  this  directory,  which 
covers  the  same  ground.  Now  if  they  claim  that  it  costs  too  much 
money  to  keep  up  the  headings,  as  we  used  to  have  them,  why 
should  they  go  to  the  expense  of  issuing  this  extra  book  ? 

Commissioner  Waltees  :   Was  that  for  free  distribution  ? 

Mr.  Des  Mabets  :  For  free  distribution,  but  the  subscriber  did 
not  get  them  unless  they  happened  to  see  they  were  issued.  I 
got  this  by  accident,  by  calling  at  the  central  office  in  Jamaica. 

Chairman  Davis  :  You  paid  for  it  ? 

Mr.  Des  Mabets:  Yes,  ten  cents.  That  is,  he  did  not  insist 
on  the  ten  cents  —  it  was  at  your  option  whether  you  forwarded 
the  ten  cents  or  not.  But  it  proves  by  that  fact  of  issuing  this  that 
they  can  meet  the  plea  of  expense,  because  this  was  an  additional 
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expense,  and  I  have  been  informed  that  they  have  given  the  pub- 
lishing of  this  directory  over  to  an  advertising  company.  Now, 
we  don't  feel  that  we  should  be  placed  under  the  jurisdiction  of 
an  advertising  company ;  that  they  should  give  to  us  the  best  ser- 
vice they  possibly  can  for  the  money  we  pay.  The  subscribers 
pay  so  much  and  they  have  the  right  to  telephone  service  over  a 
certain  local  district.  Beyond  that,  we  are  charged  what  they 
call  foreign  rates.  Those  foreign  rates  are  excessive.  A  gentle- 
man from  Kings,  I  understand,  has  introduced  a  bill  in  the  Legis- 
lature to  benefit  Kings  by  reducing  the  rate  to  five  cents  to  a  sub- 
scriber, instead  of  ten  cents  as  it  is  now.  That  bill  does  not  go  far 
enough.  It  should  cover  the  whole  city  of  New  York  —  the 
Greater  New  York  —  and  we  heartily  endorse  the  plea  and  plan 
that  the  telephone  and  telegraph  company  should  be  brought  under 
the  jurisdiction  of  the  Public  Service  Commission.  I  don't  know 
whether  these  papers  will  be  of  any  interest  to  you.  They  are 
things  that  have  come  to  me.  Shall  I  hand  this  to  Mr.  Davis  ? 
The  Bell  Telephone  Company,  as  I  gained  from  the  clippings, 
are  in  the  receipt  of  $25,000,000  a  year  net  earnings,  and  they  can 
well  afford  to  give  us  a  directory  which  is  suitable  to  our  needs. 
They  promised  to  give  us  local  offices,  for  convenience.  They  ougbt 
to  have  more  local  offices  distributed  through  the  different  sections. 
We  don't  want  to  be  all  tied  up  to  one  central  office,  where  we  are, 
100  miles,  about.  We  have  a  population  in  Queens  of  about 
300,000,  and,  as  I  have  said  before,  an  area  of  129.51  miles.  We 
are  increasing  in  population  at  about  double  the  rate  of  Brooklyn, 
and  I  don't  know  why  we  should  be  mixed  up  with  Brooklyn  any 
more  than  it  is  possible,  other  than  having  a  neighborly  interest 
with  them.  I  think  that,  perhaps,  is  all.  I  thank  you  for  your 
attention. 

Mr.  Page  :  There  is  a  gentleman  here  from  Flushing,  I  think, 
who  has  a  few  words  to  say  to  the  Committee.    Mr.  Clarke. 

Mr.  Cheistopher  Clarke  :  I  represent  the  Flushing  Associa- 
tion and  have  a  short  communication,  which  I  will  ask  permission 
to  read.     (Reading.) 

To  the  Joint  Committee  of  the  Legislature: 

The  undersigned,  representing  the  Flushing  Association,  a  civic  organiza- 
tion with  300  members,  were  instructed  at  its  last  regular  meeting  to  appear 
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before  your  honorable  body  and  to  urge  that  you  present  to  the  Legislature 
a  report  favoring  the  proposition  to  place  the  various  telephone  and  tele- 
graph corporations  under  the  jurisdiction  of  the  present  Public  Service  Com- 
missions or  under  a  separate  commission  to  have  similar  powers. 

That  portion  of  the  borough  of  Queens  which  we  represent  constitutes  the 
Third  ward,  formerly  known  as  the  Old  Town  of  Flushing.  It  is  comprised 
of  the  several  villages  which  existed  before  the  Greater  New  York  consolida- 
tion took  place  and  is  largely  a  residential  community,  with  only  one  manu- 
facturing center  of  any  importance,  namely.  College  Point. 

The  telephone  service  is  therefore  confined  almost  exclusively  to  private 
residences  and  small  stores,  etc.  The  company  has  adopted  certain  zones  in 
this  part  of  the  city,  the  same  as  in  the  other  boroughs,  and  charges  extra 
toll  service,  in  addition  to  the  annual  base  rate,  for  messages  sent  from  a 
station  in  one  zone  to  a  station  in  anv  other  zone.  These  zones  and  the  rates 
for  messages  between  them  have  been  arbitrarily  established  and  in  many 
cases  the  extra  tolls  for  such  service  are  unfair  and  unjust. 

The  Flushing  Central  includes  the  subscribers  in  Flushing,  College  Point, 
Whitestone,  Bayside,  Douglaston  and  the  intervening  territory.  It  is  a 
district  growing  rapidly  in  building  and  population  and  is  likely  to  grow 
even  faster  in  the  near  future,  due  to  the  opening  of  new  transit  facilities. 
The  zone  which  includes  the  Flushing  Central  also  includes  a  large  part  of 
the  Second^ard,  which  is  covered  bv  the  Central  known  as  "  Newton." 

The  service  in  this  zone  is  free  after  payment  of  the  annual  rate,  but  the 
oomoany  charges  excessive  tolls  for  outside  or  foreign  calls.  Many  of  these 
extra  tolls  are  unjustly  discriminatory. 

The  present  rates  for  messages  from  the  Flushing  Central  to  other  zones 
are  as  follows: 

Jamaica,  5  cents;  Long  Island  City  and  Brooklyn,  10  cents;  Far  Rocka- 
way.  10  cents;  Manhattan,  15  cents;  Bronx,  20  cents;  Richmond,  20  cents. 

Apparently  these  have  been  adopted,  not  by  some  fair  and  just  method, 
hut  by  charging  all  the  traffic  will  bear.  The  injustice  of  such  rates  is  very 
clear. 

Following  are  a  few  comparisons  which  show  the  unfair  discrimination 
against  this  part  of  the  borough  of  Queens: 

From  To  Distance.           Rate. 

Flushing Coney  Island 20  miles  10  cents 

Flushing Manhattan 7  miles  16  cents 

Flushing Long  Island  City 6  miles  10  cents 

Flushing Douglaston 5  miles  Free 

Flushing Jamaica    4  miles  5  cents 

Flushing Bronx   6  miles  20  cents 

In  many  cases  it  is  cheaper  to  transport  the  person  than  the  person's  voice. 

A  large  number  of  the  residents  transact  their  business  in  the  borough  of 
Manhattan  and  maintain  telephones  at  their  residences  so  as  to  be  able  to 
keep  in  touch  with  their  families  at  all  hours.  To  telephone  to  their  homes 
they  are  assessed  an  extra  charge  of  fifteen  cents,  while  it  is  possible  for  a 
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resident  of  the  upper  West  Side  in  Manhattan,  living  a  similar  distance  from 
his  business,  to  telephone  to  his  home  without  extra  charge. 

A  resident  of  the  Bronx,  living  considerably  further  away  from  his  busi- 
ness, pays  a  rate  of  only  live  i^nts  per  message. 

At  present,  the  subscribers  have  no  authority  with  power  to  whom  they 
can  apply  for  redress,  except  by  long  drawn  out  procedure  in  the  courts. 

On  the  question  of  equipment  and  maintenance  of  lines  in  Flushing,  experi- 
ence has  shown  that  in  many  cases  in  the  past  the  company  has  paid  little 
heed  to  the  rights  of  property  owners. 

It  is  its  practice  to  erect  poles  and  string  wires  without  securing  the  abut- 
ting property  owner's  consent. 

Its  employees,  acting  under  orders,  have  mutilated  and  destroyed  hundreds 
of  the  fine  shade  trees  along  the  highways  and  many  miles  of  wire  are  now 
attached  to  the  trees.  Many  of  the  streets  in  Flushing  are  lined  with  mag- 
nificent trees  and  the  residents  are  justly  proud  of  them  as  well  as  watchful 
for  their  care  and  preservation.  They  are  opposed  to  the  erection  of  any 
more  of  the  unsightly  and  dangerous  poles  and  wires.  This  is  in  line  with 
enlightened  public  opinion  throughout  the  country. 

The  company  has  opposed  strenuously  all  efi'orts  to  make  it  establish  a 
general  system  of  underground  conduits  such  as  are  now  in  use  in  Manhattan 
borough  and  in  some  parts  of  Queens. 

At  the  present  time  it  is  refusing  applications  for  new  installations  on  the 
plea  that  it  cannot  make  the  necessary  connections.  It  i.s  trying  to  secure 
the  adoption  of  what  is  'known  as  the  interior  (or  backyard)  pole  system  in 
an  effort  to  ward  off  the  building  of  proper  underground  conduits. 

If  these  conduits  were  constructed  it  would  be  possible  to  give  the  service 
applied  for  and  at  the  same  time  remove  from  the  streets  at  least  a  portion 
of  the  poles  and  overhead  wires. 

We  would  especially  urge  and  recommend  thai  your  report  favor  the  pas- 
sage of  laws  which  will  not  only  place  these  corporations  under  some  sort  of 
efficient  supervision,  but  which  will  also  give  to  the  supervising  board  power 
to  regulate  the  erection  of  poles  and  wires  and  to  require  the  companies  to 
commence  at  once  the  gradual  removal  of  poles  and  overhead  wires  from 
thickly  settled  districts. 

We  enclose  lierewith  the  1909  Flushing  Association  Handbook. 

All  of  the  above  is  respectfully  submitted. 

THE  FLl'SHIXCr  ASSOCIATION. 
By  Wm.  J.  Coleman,  Chairman, 
C.  H.   Di'NCAN,  /'.  .4cr., 
Christophkr  Clarke. 
Thomas  B.  Keppel, 
E.  C.  Hunt, 

Committee  on  Telephones. 
Flu  RUT  NO,  N.  Y.,  Dccemher  lo,  1009. 

As  n  further  instance  of  tlie  arbitrary  and  illegal  methods  used  by  the 
telephone  company,  the  case  may  be  cited  of  the  erection  of  poles  on  Bar- 
clay street.  Flushing,  between  Percy  strwt  and  Central  avenue,  in  December, 
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1908.  This  is  a  block  where  the  property  owners  still  hold  control  of  the 
street.  The  company,  without  notice  and  authority,  rent  a  gang,  who  erected 
several  poles.  These  were  for  the  support  of  trunk  cables  and  not  intended  to 
serve  the  residents,  who  already  have  a  backyard  system. 

The  property  owners  gave  the  company  just  thirty-six  hours  to  remove  the 
poles  or  have  them  chopped  down,  and  the  company  removed  them  at  once. 

In  January,  1909,  the  company  erected  poles  in  Amity  street,  near  Central 
avenue,  without  permission  and  later,  under  threat  of  the  property  owners 
to  cut  them  down,  removed  them  in  the  latter  part  of  February. 

Early  in  1909  the  company  started  the  erection  of  a  pole  line  along  Lincoln 
street,  for  about  three  blocks  from  Union  street,  to  Percy  street  without 
securing  consents  of  the  abutting  property  owners,  and  had  already  erected 
several  poles  on  two  of  the  blocks,  when  they  were  summarily  stopped  by  a 
threat  of  civil  action.  Ihey  immediately  ceased  the  work,  removed  the  poles 
already  erected  and  have  not  since  attempted  to  construct  this  line. 

Such  actions  as  these  could  not  take  place  if  there  was  some  efficient  super- 
vising authority  with  power  to  control  these  matters. 

CuRisTOPHKR  Clarke. 

Flushing,  N.  Y.,  December  16,  1909. 

That  is  our  handbook,  which  we  issue  each  year.    I  thank  you. 

Mr.  Page  :  Is  there  any  other  complainant  ? 

Mr.  William  D.  Parsons  :  If  your  honor  please,  I  am  attorney 
for  the  Flushing  Associatign,  of  which  Mr.  Clarke  has  just  spoken, 
and  he  has  incorporated  in  his  report  the  sentiments  of  the  asso- 
ciation and  I  don't  think  I  can  add  anything  to  it.  But  j^ersonally 
r  have  had  a  good  deal  of  trouble  with  the  telephone  company 
regarding  the  erection  of  poles  and  wires.  They  promised  us  not 
to  put  any  more  poles  through  certain  of  our  streets  without  notify- 
ing us,  but  in  direct  opposition  to  their  statement  they  went  ahead 
and  started  to  put  in  the  poles,  putting  them  up  on  a  holiday,  and 
I  happened  to  go  by  there  and  ordered  them  to  be  removed.  They 
refused  to  do  it  until  I  threatened  to  go  to  the  courts  and  get  an 
injunction  restraining  them.  Up  to  the  present  time,  since  then 
—  that  was  in  April,  1909  —  since  then  there  have  been  no  move- 
ments of  any  kind,  and  they  simply  lying  acquiescent  on  the  state- 
ment of  the  Flushing  Association  that  they  would  not  give  us  any 
further  service  nor  Avould  they  remove  the  poles  already  up.  So 
a  gfMxl  many  would-be  suk^^cribers  are  deprived  of  the  service  to 
which  they  are  entitled,  and  those  of  us  in  fnmt  of  whose  ])roperty 
poles  have  already  been  erected  cannot  have  them  removed,  not- 
withstanding their  consent  has  not  been  obtained  to  put  them  up, 
without  action  in  the  courts.     I  thank  you. 
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Mr.  Page  :  I  will  call  Colonel  Clowry. 

RoBEBT  C.  Clowby,  being  duly  sworn,  testified  as  follows: 

Examination  by  Mr.  Page  : 

Q.  Colonel,  you  are  an  officer  of  the  Western  Union  Telegraph 
Company?     A.  Yes,  sir. 

Q.  And  what  is  the  title  of  your  office  ?  A.  President  and  gen- 
eral manager. 

Q.  And  are  you  an  officer  of  any  other  telegraph  companies 
operating  in  the  United  States  or  in  the  State  of  New  York  ?  A. 
Yes,  sir. 

Q.  Can  you  tell  what  they  arc?  A.  Well,  there  are  forty  or 
fifty  of  them  in  the  State  of  New  York. 

Q.  Take  the  State  of  New  York  first.  How  many  are  there  in 
the  State  of  New  York  that  you  are  an  officer  of?  A.  I  don't 
know  of  any  wholly  in  the  State  of  New  York. 

Q.  Well,  wholly  or  partly?  A.  Yes.  I  don't  remember.  We 
have  forty  or  fifty  sub-companies.  I  am  president  of  all  of  them. 
We  keep  up  the  organizations.  I  think  most  of  them  extend 
through  several  states. 

Q.  When  you  say  you  have  forty  or  fifty  companies,  you  mean 
that  there  are  that  number  of  companies  owned  or  controlled  by  the 
Western  Union  ?    A.  Yes,  sir ;  or  leased. 

Q.  Or  leased.  Taking  those  companies  that  are  leased,  is  there 
a  stock  control  as  w^ell?  A.  Well,  in  some  cases  we  own  all  the 
stock ;  in  others  we  own  a  majority,  and  in  others  we  own  no  stock, 
but  lease  the  companies  on  a  percentage. 

Q.  Guaranteeing  a  dividend  of  a  certain  per  cent,  on  the  entire 
issue  of  stock  ?    A.  Yes,  sir. 

Q.  How  many  of  those  companies  do  you  think  operate  in  the 
State  of  New  York?  A.  I  could  not  state  that  oiFhand.  Our 
records  will  show  it. 

Q.  Take,  for  instance,  the  Anglo-American  Telegraph  Com- 
pany?   A.  That  is  the  cable  company. 

Q.  I  think  so.  A.  That  is  a  British  company.  That  is  an 
English  company. 

Q.  You  have  a  lease  of  that  ?    A.  No,  sir. 
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Q.  Or  a  stod^  control?  A.  No,  not  of  the  cable  company. 
They  have  cables  from  the  other  side  to  Newfoundland.  We  con- 
aeot  with  them  at  North  Sydney. 

Q.  Have  you  any  arrangement  with  that  company  in  r^ard 
to  dividing  the  profits  of  the  cable  business  ?    A.  Yes,  sir,  we  have. 

Q.  Are  you  an  officer  of  that  company  ?    A.  No,  sir. 

Q.  Are  you  an  officer  of  the  American  District  Telegraph  Com- 
pany of  New  Jersey  ?    A.  Yes,  sir. 

Q.  You  are  president  of  that  ?    A.  Yes,  sir. 

Q.  Does  that  do  any  business  in  the  State  of  New  York?  A. 
Yes,  sir. 

Q.  What  is  the  nature  of  the  business  of  that  company  ?  Is  that 
the  company  that  owns  the  messenger  call  boxes  in  New  York 
city?  A.  No,  sir;  that  is  another  company.  That  is  the  Ameri- 
can District  Telegraph  Company  of  New  York. 

Q.  Does  the  American  District  Telegraph  Company  of  New 
Jersey  do  business  in  New  York  State?  A.  I  think  they  have 
some  signal  business. 

Mr.  Feaeon:  I  think  the  president  is  laboring  liiider  a  mis- 
taken impression.  The  American  Company  of  New  Jersey  is  a 
holding  company  and  not  oi>erating  in  New  York. 

The  Witness  :  No. 

Q.  Then  you  want  to  correct  your  statement  in  that  regard? 
A.  Yes. 

Q.  How  about  the  Chicago  and  Mississippi  Telegraph  Com- 
pany; does  that  operate  any  in  New  York  State  at  all?  A.  No, 
sir.     It  is  an  Illinois  company. 

Q.  The  Chicago  and  St.  Paul  Telegraph  Company  ?  A.  That 
does  not  operate  in  New  York. 

Q.  You  are  president  of  both  of  those  companies?  A.  I 
think  so. 

Q.  The  California  State  Telegraph  Company  does  not  operate 
in  this  State?    A.  No,  sir. 

Q.  You  are  president  of  that  ?  A.  I  think  so.  I  am  president 
of  forty  or  fifty  of  them  —  I  could  not  tell  you. 

Q.  How  about  the  Continental  Telegraph  Company?  A.  I 
could  not  say. 

Q.  You  cannot  say  whether  ok  not  it  operates  in  this  State, 
canyon?    A.  Yes.    T  think  not. 
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Q.  And  is  that  true  of  the  Dominion  Telegraph  Company? 
A.  That  operates  only  in  Canada. 

Q.  How  about  the  Delaware  River  Telegraph  Company  ?  A.  I 
don't  know  about  that 

Q.  Do  you  know  if  that  operates  here  ?    A.  I  should  say  not. 

Q.  The  East  Tennessee  Telegraph  Company,  does  that  operate 
in  the  State  of  New  York  ?    A.  No,  sir. 

Q.  The  Franklin  Telegraph  Company  ?  A.  I  don't  know.  I 
think  that  extended  through  several  states.    Our  records  will  show. 

Q.  What  records  will  show  ? 

Mr.  Feakox  :  The  Franklin  does  not  operate  in  New  York. 

The  Witness  :    Of  course,  I  cannot  recollect  all  the  boundaries. 

Mr.  Feabon:  None  of  those  companies  operate  in  New  York. 

The  Witness  :  The  records  will  show  the  companies  operating 
in  New  York. 

Chairman  Davis  :  What  records  ?  A.  The  records  we  will  send 
you. 

By  Mr.  Page  :  ' 

Q.  You  will  send  records  of  where  these  companies  operate,  and 
what  ones  operate  in  New  York  State.    A.  Yes,  sir. 

Q.  Now,  for  the  purpose  of  the  record,  I  will  name  over  several 
companies  and  ask  you  generally  if  any  of  the  companies  I  name 
conduct  any  operations  in  the  State  of  New  York :  the  Gold  and 
Stock  Telegraph  Company,  International  Ocean  Telegraph  Com- 
pany, Illinois  and  Mississippi  Telegraph  Company,  Lynchburg 
and  Abingdon  Telegraph  Company  ?  A.  Yes;  the  Gold  and  Stock 
is  the  only  one  so  far. 

Q.  Ohio  and  Mississippi  Telegraph  Company,  Pacific  and 
Atlantic  Telegraph  Company  ?  A.  That  is  a  big  company.  I  pre- 
sume it  does. 

Q.  Philadelphia  Local  Telegraph  Company  ?    A.  No. 

Q.  Southern  and  Atlantic  Telegraph  Company  ?    A.  No. 

Q.  Vermont  and  Boston  Telegraph  Company?    A.  No. 

Q.  Western  TTnion  Telegraph  Company  ?    A.  Yes. 

Q.  Washington  and  New  Orleans  Telegraph  Company  ?  A.  No. 

Q.  International  Ocean  Telegraph  Company?     A.  No. 

Q.  New  York  Mutual  Telegraph  Company?'  A.  I  suppose, 
yes. 
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!Mr.  Feahon  :  Xo,  that  does  not. 

The  Witness  :    Well,  I  don't  know. 

Q.  Maine  Telegraph  Company?    A.  No. 

Q,  ilutual  Union  Telegraph  Company?    A.  No. 

Q.  Washington  and  New  Orleans  —  I  think  I  named  that  be^ 
fore  ?    A.  Yes.  .    . « 

Q.  Now,  you  say  the  Gold  and  Stock  Telegraph  Company 
operates  here  ?    A.  Yes,  sir. 

Q.  Or  is  it  a  fact  that  you  have  leased  the  lines  of  the  Gk)ld  and 
Stock  Telegraph  Company  and  are  operating  those  lines  as  a  part 
of  the  Western  Union  system  and  have  guaranteed  a  dividend  oil 
the  stock  of  the  Gold  and  Stock  Company  ?    A.  Yes,  sir. 

Q.  That  is  a  fact,  isn't  it  ?    A.  Yes. 

Chairman  Davis:    What  dividend? 

Mr.  Fe.vkon  :  G  per  cent. 

Mr.  Page:  What  is  the  Franklin  Telegraph  Company;  can 
you  tell  about  that  ?    A.  I  don't  remember. 

Q.  That  is,  without  referring  to  the  vice-president?  A.  Well, 
there  are  so  many  of  them  —  some  of  them  may  have  been  organr 
ized  in  New  York  and  done  business  in  other  states. 

Q.  You  are  an  officer  of  all  the  telegraph  companies  I  have 
named  there  ?    A.  Yes. 

Q.  And  president  of  all  of  them?  A.  Most  of  them.  Some^ 
times  we  have  local  presidents. 

Q.  And  the  Western  Union  is  the  owner  of  stock  also  in  the 
American  Speaking  Telephone  Company  ?    A.  Yes,  sir. 

Q.  What  does  that  company  do  ?  A.  Well,  it  was  organized  in 
opposition  to  the  Bell  Company. 

Q.  About  when,  do  you  remember  ?  A.  Well,  some  time  in  th^ 
eighties.  They  entered  into  a  contract  with  the  Bell  Company 
and  received  a  dividend  on  its  stock  while  the  patents  lasted,  and 
lately  it  has  had  a  suit  against  the  Bell  Company  and  recovered 
in  the  Massachusetts  courts  a  large  amount  of  money. 

Q.  That  suit  was  a  suit  brought  in  the  United  States  Circuit 
Court  or  the  Massachusetts  Circuit  ?    A.  Yes,  sir. 

Q.  And  has  recently  been  decided  ?  A.  Yes  —  that  is,  they 
appointed  a  master,  and  he  has  reported  that  the  American  Speak- 
ing Telephone  Company  is  entitled  to  some  four  or  five  millions 
of  dollars  in  royalties. 
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Q.  And  has  the  report  of  the  master. been,  confirmed  in  that 
ease?  A.  No,  it  has  not  been.  It  has  not  gone  up  to  the  court 
yet. 

Q.  Do  you  know  when  that  is  to  be  submitted  to  the  court? 
There  is  a  motion,  I  suppose,  for  confirmation?  A.  Yes,  sir,  I 
think,  very  soon. 

'Q.  Exceptions  have  been  filed  to  confirmation  of  the  report? 
A.  Yes,  sir.  Our  attorneys  are  at  work  on  it  now,  and  they  are 
^ing  over  the  accounts. 

Q.  Now,  it  appears  from  the  report  of  the  Western  Union 
Tel^aph  Company  that  it  owns  12,075  shares  of  the  capital 
stock  of  the  American  Speaking  Telephone  Company,  having  a 
par  value  of  $1,207,500.  Do  you  know  what  the  total  authorized 
capital  of  the  American  Speaking  Telephone  Company  is?  A. 
How  much  do  we  own  there  ?    We  own  two-thirds  of  it. 

'Q.  You  own  two-thirds?  A.  That  will  tell  you  (indicating 
Exhibit  46). 

(Annual  report  president  Western  Union  Telegraph  Com- 
pany marked  Exhibit  46  for  identification.) 

Q.  Well,  you  own  12,075  shares.  The  total  capital  is  about 
■$1,800,000?  A.  Yes,  that's  exactly  it.  Yes,  we  own  two-thirds 
-of  that  stock. 

Q.  And  can  you  tell  how  long  you  have  owned  that  stock,  that 
is,  how  long  the  Western  Union  ?  A.  Since  the  inception  of  the 
telephone.  It  must  be  back  to  1876  or  1877  —  some  time  back. 
It  was  the  Gray  invention  —  Elisha  Gray. 

Q.  That  was  the  Elisha  Gray  invention  ?    A.  Yes. 

Q.  And  that  company  was  formed  by  the  Western  Union  or  the 
Western  Union  interests  —  do  you  recall  ?  A.  The  Western  Union 
was  interested. 

Q.  At  the  time  of  the  formation  of  the  company  ?    A.  I  think  so. 

Q.  And  did  that  company  ever  carry  on  any  operations  ?  A. 
Yes.  •« 

Q.  As  a  telephone  company?     A.  Yes. 

Q.  For  about  how  long?    A.  I  could  not  say  that. 

Q.  Can  you  tell  about  what  time  it  was  that  the  agreement  was 
made  between  the  American  Speaking  Telephone  Company  and 
the  so-called  Boll  interests?     A.  I  think  that  was  in  the  eighties. 
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Mr.  Fearoxs:    November  10,  1879. 

The  Witness  :  I  have  a  record  that  shows  every  one  of  those 
things,  but  I  did  not  know  it  was  coming  up. 

Q.  And  what  was  the  basis  of  adjustment  between  the  Western 
Union  or  the  American  Speaking  Telephone  Company  and  t]a» 
Bell  interests?  A.  It  was  a  basis  of  20  per  cent,  rentals  and 
rovalties. 

Q.  Just  explain  that,  if  you  will ;  I  don't  think  I  get  the  idea 
quite.  A.  Well,  20  per  cent,  of  their  receipts,  their  rentals  fou 
telephones  or  royalties  of  those  they  might  lease  out. 

Q.  That  is  80  far  as  the  Bell  interests  received  income  fron» 
royalties  or  rental  of  instruments  to  exchanges,  they  paid  to,  the 
American  Speaking  Telephone  Company,  or  agreed  to  pay  20  per 
cent,  of  all  those  sums?    A.  Yes. 

Q.  And  did  they  begin  to  pay  that  20  per  cent.  ?  A.  Yes.  They 
paid  that  until  the  contract  or  the  patents  ran  out. 

Q.  Just  what  was  this  suit  about  which  you  spoke?  A.  WeD^ 
the  Bell  Company  issued  licenses  for  a  term  of  years  —  five  or 
ten  years  —  say  five  years,  to  licensees,  and  when  their  patent 
ran  —  I  would  say  seventeen  years,  they  had  contracts  with  these 
licensees  to  the  effect  that  at  the  end  of  that  contract  the  Bell  Com- 
pany would  have  a  right  to  take  over  their  property  at  a  valuation ; 
instead  of  which  they  extended  the  license  to  the  life  of  the  patent, 
or  indefinitely,  as  far  as  they  were  concerned,  for  a  bonus  of  stock, 
and  they  received  as  high  as  from  35  to  51  per  cent,  of  the  stock 
of  those  companies. 

Q.  Of  the  operating  Bell  companies  ?  A.  Yes,  of  the  sub-com- 
panies, for  the  extension  of  the  license.  We  sued  them  for  20  per 
cent,  of  that  —  of  the  stock. 

Q.  For  20  per  cent,  of  all  of  the  stock  that  they  received  ?  A. 
That  they  received,  yes. 

Q.  That  suit  was  brought  against  the  American  Telephone  and 
Telegraph  Company  ?    A.  The  American  Bell  — 

Q.  Or  the  American  Bell  Telephone?  A.  The  American  Bell 
Telephone. 

Q.  And  that  is  owned  by  the  American  Telephone  and  Tele- 
graph Company  ?    A.  Yes. 

Q.  Absolutely  and  entirely  owned  by  it,  isn't  it?  A.  I  don't 
know ;  they  control  it ;  yes,  I  suppose  so. 
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Q.  And  the  adjudication  at  the  present  time  is  in  favor  of 
the—    A.  American  Speaking  — 

Q.  American  Speaking  Telephone  Company,  which  the  Western 
Union  owns?  A.  No;  we  own  two-thirds  and  one-third  of  the 
stock  is  owned  by  outside  individuals. 

•  Q.  A  large  number  of  individuals,  or  mostly  in  large  blocks? 
A.  No;. it  is  mostly  small  holdings. 

•'*  Q.  So  that  it  has  worked  aroimd  now  to  the  point  of  the  Ameri- 
can Telephone  and  Telegraph  Company  owning  the  American 
Bell  Telephone  Company,  and  the  Western  Union  Telegraph 
Company  owning  the  American  Speaking  Telephone  Company? 
•A.  Yes. 

•  Q.  And  the  two  telephone  companies  in  litigation  and  the 
owner  of  one  of  them  being  also  the  control  of  the  other.  A.  Yes. 
.What  do  you  mean  by  control  ? 

Q.  It  is  currently  reported,  at  least,  that  the  American  Tele- 
phone and  Telegraph  Company  controls  the  Western  Union.     A. 
Yes ;  they  have  a  very  large  interest,  sufficient  to  control. 
ii   Q.  Outside  of  those  holdings,  the  stock  of  the  Western  Union 
•IB  mostly  small  holdings  ?    A.  Yes,  sir. 

-  Q.  Held  by  a  large  number  of  stockholders  ?    A.  Yes. 

;  Q.  And  the  large  blocks  of  stock  controlled  by  the  American 
Telephone  and  Telegraph  Company;  have  they  been  transferred 
to  that  company  ?    A.  No,  sir. 

.  Q.  Do  you  know  what  company  it  has  been  transferred  to? 
A.  To  the  Atlantic  and  Pacific  Telephone  Company. 

-  Q.  The  Atlantic  and  Pacific  Telephone  Company?    A.  Yes. 

'.  .Q.  Is  that  a  company  in  which  the  Western  Union  has  any 
interest?    A,  No,  sir. 

Q.  Colonel,  how  long  have  you  been  interested  in  the  telegraph 
business  ?    A.  Something  over  fifty  years. 

.  .  Q.  Where  did  you  start  in  the  telegraph  business  ?  A.  I  started 
at  Joliet,  Illinois. 

Q.  In  what  capacity?    A.  As  student  and  messenger. 

Q.  That  is,  learning  to  work  the  key  ?    A.  Yes. 
.   Q.  Then  you  became  an  operator  ?    A.  Yes,  sir. 

Q.  And  afterwards  local  manager  ?  A.  Yes,  operator,  manager, 
superintendent,  secretary,  assistant  general  superintendent,  gen- 
eral superintendent  and  president. 
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Q.  You  finally  became  president  of  the  Western  Union  and  a 
large  flock  of  subsidiary  companies  ?    A.  Yes,  sir. 

Q.  I  suppose  that  you  are  not  especially  familiar  with  the 
figures  relating  to  income  and  that  sort  of  thing  of  the  company, 
or  are  you  ?  Do  you  keep  rather  close  track  of  that,  too  ?  A.  Yes, 
I  do.  I  have  them  on  my  desk  and  watch  them  very  closely, 
indeed.    We  would  rather  file  records. 

Q.  Do  you  also  keep  track  of  the  physical  property  of  the  com- 
pany?   A.  Yes,  sir. 

Q.  So  that  you  are  familiar  with  that?    A.  Yes,  sir. 

Q.  In  the  report  that  was  made  to  this  Committee  by  the 
Western  Union,  the  value  of  it  —  I  will  read  from  that  the  fol- 
lowing figures  showing  the  cost  of  reconstruction  and  present  value 
of  the  telegraph  lines  of  the  Western  Union  Telegraph  Company 
as  reported  to  the  State  Board  of  Tax  Commissioners  for  the  year 
1909,  giving  both  the  cost  of  construction  and  the  present  value 
by  counties  and  the  footing  as  given  here  shows  the  total  cost  of 
reconstruction  of  the  lines  according  to  that  report  to  be 
$824,569.15,  with  the  present  value  of  $420,907.80.  Now,  does 
that  figure,  or  those  figures,  include  all  of  the  telegraph  lines  of 
the  Western  Union  within  the  State  of  New  York?  A.  I  sup- 
pose so. 

Q.  Can  you  tell  what  the  value  of  the  Western  Union  property 
in  the  State  is  outside  of  what  is  included  in  that  figure  ?  A.  No, 
sir,  not  off-hand.    We  own  buildings  here. 

Q.  In  how  many  cities  in  the  State  do  you  own  buildings? 
A.  One  city  —  New  York. 

Q.  That  is  the  only  place  ?    A.  Yes. 

Q.  In  Buffalo,  Rochester,  Syracuse,  Utica,  Albany,  you  rent 
the  buildings  ?    A.  Yes,  sir. 

Q.  Or  the  space  that  you  occupy  ?    A.  Yes.  * 

Q.  How  many  buildings  has  the  company  in  the  city  of  New 
York?  A.  It  has  four  buildings  now.  It  has  195  Broadway  and 
three  smaller;  they  occupy  seventy-five  feet  on  Dey  street. 

Q.  Altogether  —  that  is,  they  are  all  located  together ;  con- 
tiguous ?    A.  Yes,  in  the  block ;  yes. 

Q.  So  that  it  is  really  one  piece  of  property  ?    A.  Yes. 

Q.  That  is  one  plot  of  real  estate,  but  with  three  buildings? 
A.  Four  buildings. 
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Q.  Four  buildings?    A.  Yes. 

Q.  What  is  the  value  of  that  piece  of  property  ?  A.  You  meaa 
separate  ? 

Q.  No,  the  four  altogether  —  all  of  the  property  on  Dey  street  ? 
A.  We  paid  about  $400,000  for  the  three  buildings  on  Dey  street. 
I  don't  know  what  the  main  building  is  worth  there. 

Q.  Well,  approximately.  That  is  used  for  the  purposes  of  the 
company  and  also  as  an  office  building?    A,  Yes. 

Q.  There  are  any  offices  rented  to  tenants?    A.  Yes. 

Q.  Can  you  tell  what  is  the  approximate  value?  A.  Well,  I 
don't  know  as  I  could.    It  is  worth,  I  should  think,  $4,000,000. 

Q.  That  is  fair  and  conservative?  A.  I  should  think  it  was 
worth  that.     That  is  a  question  we  have  not  considered. 

Q.  Well,  aside  from  that  and  the  Dey  street  property,  has  the 
Western  Union  Company  any  real  estate  in  the  State  of  New 
York  outside  of  the  lines  referred  to  in  this  report  which  are 
stated  to  have  a  present  value  of  $420,907.80?  A.  I  know  of 
none.    No,  sir,  there  are  none. 

Q.  I  am  not  clear  from  this  whether  there  is  included  in  this 
statement  the  value  of  the  lines  that  are  on  private  rights  of  way. 
Is  there  anything  of  that  sort  ?  A.  Most  of  our  lines  are  on  rail- 
roads. 

Q.  On  railroad  rights  of  way.  Would  you  think  $400,000 
would  be  a  fair  value  of  all  the  lines  of  the  company  in  the  State 
of  New  York  ?     A.  Well,  I  don't  know  what  we  could  sell  them  at. 

Q.  Well,  what  do  you  say  ?  You  have  been  connected  with  the 
business  for  a  great  many  years;  your  judgment  is  pretty  good  on 
this  question,  I  imagine.  A.  I  suppose  those  are  the  figures  made 
up  by  the  experts  that  made  a  valuation,  on  it. 

Q.  I  was  wondering  if  that  included  all  of  your  lines  ?  What 
do  you  think  about  it  ?    A.  I  don't  know. 

By  Chairman  Davis  : 

Q.  I  understand  you  don't  know  what  you  think?  A.  I  don't 
know  the  value  of  the  lines. 

Q.  Counsel  asked  you  what  you  thought  about  the  computation. 
A.  Well,  we  have  a  great  many  lines  in  New  York. 
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Q.  You  are  an  expert,  you  know.  A.  I  am  not  an  expert  in  the 
line  of  valuing  property.  We  have  forty-six  states  with  lines  in; 
I  could  not  tell  you  the  value  of  the  lines  in  each  state. 

Q.  No ;  but  this  is  your  own  State.  A.  I  can  only  say  we  will 
give  you  our  records  as  to  what  their  value  was  and  give  you  the 
cost  of  every  wire  and  every  pole. 

Chairman  Davis:  We  have  that.  We  want  your  opinion,  if 
you  care  to  express  it. 

By  Mr.  Fags  : 

Q.  I  am  not  clear  —  this  statement  is  intended  to  cover  all  of 
the  lines  in  the  State  of  New  York,  and  that  is  what  I  am  trying 
to  find  out  —  whether  it  was  intended  to  cover ;  can  you  tell  1  A. 
No,  I  cannot 

Q.  Do  you  know  who  can  ?  A.  Well,  one  of  our  attorneys.  We 
have  a  great  many  —  our  tax  attorney. 

Mr.  Feabon  :  Mr.  Clark  is  prepared  to  testify  as  to  the  value 
of  the  lines. 

Q.  Do  you  know.  Colonel  Clowry,  if  the  records  of  the  Western 
Union  are  so  kept  that  you  can  distinguish  the  volume  of  intra- 
state business  from  the  interstate  business  and  give  the  volume  of 
each  ?    A.  That  would  be  impossible,  I  think. 

Q.  Why?  A.  That  is,  you  mean  what  we  would  call  through 
business.  We  can  give  you  the  receipts  in  each  State  —  the 
revenue. 

Q.  In  the  State  of  New  York  can  you  give  the  receipts  for  the 
intrastate  business  separately  —  that  is,  the  business  that  orig-> 
inates  and  terminates  in  the  State  of  New  York?  A.  Yes,  I 
think  80. 

Q.  That  can  be  given  as  one  gross  item  ?    A.  Yes. 

Q.  Then  you  can  also  give  as  another  gross  item  the  receipts 
from  the  interstate  business  that  either  originates  or  terminates  in 
the  State  of  New  York  t    A.  Yes. 

Q.  And  that  is  done  by  keeping  a  cash  account  of  the  record  of 
the  moneys  collected  in  New  York  ?    A.  At  the  offices. 

Q.  That  is  the  gross  amount  of  your  interstate  business  in  New 
York  would  show  merely  what  you  received  for  business  originat- 
ing in  this  State,  going  out  of  this  State,  and  which  was  paid  for 
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in  this  State,  and  the  business  that  originated  elsewhere  and  it 
came  into  the  State  and  was  delivered  and  collected  for  here? 
A.  Yes. 

Q.  But  it  would  not  show  anything  about  th^  volume  or  value 
of  the  business  that  was  sent  from  this  State  to  other  states  and 
the  charges  collected  at  the  office  of  destination?  A.  Well,  it 
would  show  that,  but  it  would  not  show  the  route. 

Q.  Would  it  show  the  value  of  that  business?  A.  It  would 
show  all  the  receipts  for  that  business.  If  a  message  went  to 
Chicago  or  Boston  it  would  show  the  receipts  on  that  business. 

Q.  Would  the  ledger  account  of  the  New  York  city  business 
show  that  if  the  business  originated  in  New  York  city  and  was 
delivered  in  Chicago  and  paid  for  at  Chicago?  A.  Well,  no;  it 
would  show  that  credit.  It  would  show  what  we  got  in  New 
York  —  revenues  in  New  York. 

Q.  Yes,  but  I  am  speaking  of  a  message  sent  from  New  York 
and  collected  in  Chicago  ?     A.  Yes. 

Q.  Would  your  record  of  New  York  receipts  show  anything  in 
regard  to  that  ?  A.  No,  except  that  might  —  do  you  mean  going 
all  the  way  through  the  State  of  New  York  ? 

Q.  No  matter  how  it  went ;  it  reaches  Chicago  and  is  delivered 
collect,  and  someone  in  Chicago  pays  for  the  message?     A.  Yes* 

Q.  Would  your  account  of  New  York  State  business  show  any 
receipt  from  that?  A.  Yes;  our  New  York  office  checks  Chicago 
in  that  amount. 

Q.  Is  the  receipts  to  New  York  or  Illinois?  A.  As  a  receipt 
to  Chicago. 

Q.  Then  it  would  not  appear  in  the  receipts  of  the  New  York 
office  ?    A.  No ;  there  would  be  no  cash. 

Q.  But  in  case  a  message  came  from  Chicago  to  New  York  col- 
lect, the  New  York  office  would  show  the  sum  received  from  that 
message  ?    A.  Yes. 

Q.  As  cash  received,  and  that  would  be  considered  as  a  part 
of  the  New  York  share  of  the  interstate  business,  wouldn't  it? 
A.  Yes. 

Q.  Do  you  have  any  method  of  accounting  by  which  you  can 
tell  the  volume  of  business  that  might  be  called  trans-state  busi- 
ness; for  instance,  a  message  sent  from  Boston  to  Chicago  and 
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passing  through  New  York  State?  A.  That  is  impossible.  We 
might  take  any  message  at  New  York  going  to  Biiflfalo  and  send 
it  across  the  river  by  the  Lackawanna  or  Erie  route. 

Q.  You  have  no  way  of  keeping  track  of  that?  A.  No.  That 
amounts  to  the  man  at  the  switchboard  sticking  in  a  peg,  nobody 
knows  where  it  goes.  We  might,  if  we  had  a  storm,  send  it  to 
Boston  or  Philadelphia  or  Richmond  or  New  Orleans. 

Q.  So  that  the  office  in  Boston  sending  a  message  use  the  lines 
crossing  New  York  or  other  states,  and  there  is  no  account  of  them 
kept  and  nothing  charged  up  against  the  Boston  office  or  credited 
the  New  York  office  on  account  of  the  message  crossing  the  State  ? 
A.  No,  the  message  might  be  handed  in  at  Boston  or  New  York  to 
go  to  Buflfalo,  and  when  it  got  upstairs  the  Buffalo  lines  might  be 
crowded,  or  the  lines  down,  and  they  would  switch  it  off  by  way  of 
New  Jersey  or  Pennsylvania. 

Q.  Can  you  tell  in  round  numbers  what  the  total  receipts  of  the 
Western  Union  are  in  the  State  of  New  York  for  interstate  busi- 
ness ?    A.  I  do  not ;  I  can't  remember. 

Q.  Can  you  come  within  a  few  millions  of  dollars  of  it?  A. 
No,  sir,  I  coidd  not  tell.    We  have  that  there. 

Q.  Who  could  tell?  A.  Well,  Mr.  Clark,  I  think,  the  vice- 
president,  has  a  lot  of  information  that  he  has  tabulated,  or  the 
auditor.  r 

Q.  What  percentage  of  the  total  business  of  the  company  would 
\  oil  say  originated  in  the  State  of  New  York  ?  A.  Well,  I  could 
u.)t  answer  that  oifhand. 

Q.  Well,  roughly  ?  A.  The  receipts  of  New  York  city  are  prob- 
ably twice  as  large  as  Chicago. 

Q.  Twice  as  large?  A.  Chicago  is  second,  and  the  next  is. 
Hoston,  St.  Louis,  Philadelphia,  San  Francisco  and  so  on  down. 

Q.  Until  it  gets  down  to  very  small  ?    A.  Yes. 

Q.  I  suppose  you  have  some  offices  that  hardly  pay  expenses? 
A.  I  suppose  there  may  be  hundreds  of  offices  in  New  York  State- 
do  not  take  in  more  than  $2  or  $8  a  month  —  railway  stations. 

Q.  Is  the  expense  of  operating  railway  offices  very  high?  A. 
We  have  contracts  with  the  railway  companies  by  which  they  allow 
their  operators  to  send  and  receive  messages  for  us  for  a  consid- 
eration. 

Q.  That  is,  the  railroad  operator  ?    A.  Yes. 
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Q.  So  that  you  are  really  not  out  any  money  ?  A.  Oh,  yes,  we 
pay  for  it.  For  instance,  our  contract  with  the  New  York  Central 
Railroad  Company  provides  that  we  shall  furnish  all  the  line 
material  and  we  shall  give  them  so  many  wires  for  their  own  use ; 
furnish  them  with  instruments  and  batteries  and  certain  telegraph 
service ;  and  then  in  return  they  give  us  transportation  over  the 
line  of  the  road  to  distribute  our  poles,  and  give  us  all  or  part  of 
the  receipts  at  the  stations. 

Q.  How  does  that  branch  of  the  business  balance  out?  A,  On 
some  roads  it  pays  us;  on  others  it  don't.  We  think  they  are 
hardening  on  us  all  the  time. 

Q.  Take  in  the  State  of  New  York.  Is  the  whole  State  busi- 
ness profitable  or  unprofitable?  A.  It  is  profitable  or  we  would 
not  be  doing  it.  The  rates  are  very  low  —  twenty-five  cent  rates 
in  New  York. 

Q.  Twenty-five  cent  rate  for  any  message  ?  A.  I  think  so ;  any 
ten-word  message. 

Q.  No  matter  where  it  goes?  A.  I  think  that  is  right  in  the 
State  of  New  York.    I  am  not  sure  about  that. 

Mr.  Page  :  You  arc  speaking  of  the  rate  to  the  railroads  ? 

The  Witness  :  There  are  so  many  states  —  forty-six  states  — 
and  I  know  they  have  a  twenty-five  cent  rate  in  Virginia,  because 
there  was  a  man  in  the  southeast  corner  and  he  wanted  to  get  it  to 
his  place. 

Q»  Could  that  be  accomplished  in  this  State  —  in  Buffalo  ?  A. 
I  suppose  it  could  if  they  passed  a  law  reducing  it  to  twenty-five 
cents,  if  he  lived  up  in  the  corner  there. 

By  Mr.  Page: 

Q.  If  you  don't  mind,  I  want  to  ask  you  a  few  of  these  ques- 
tions that  come  from  Mr.  Carey,  a  member  of  Congress.  Take 
the  first  question:  What  is  the  greatest  practical  speed  at  which 
the  telegraph  companies  can  transmit  messages?  What  do  vau 
say  to  that  ?  A.  Well,  we  use  the  Wheatstone  system.  We  have 
sent  as  high  as  125  words  a  minute,  and  more. 

Q.  Do  you  know  of  any  system  that  will  send  them  faster  than 
that?     A.  Oh,  ves:  we  have  fi:^)t  a  svstem  —  this  man  has  —  bv 
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which  you  could  send  2,000  messages  a  minute,  if  you  could  find 
the  2,000  messages  to  send. 

Q.  Is  that  irony  ?  A.  No ;  it  is  absolutely  true. 
Q.  They  can  actually  send  them?  A.  There  was  a  man  came 
here  from  Utica  some  years  ago  said  he  could  do  that,  and  I  was 
in  Chicago.  He  was  up  in  Milwaukee,  and  it  was  very  rapid. 
But  our  business  is  a  one-message  business.  Now,  we  cannot 
hold  messages  until  we  get  2,000  words  a  minute.  We  have  got 
to  send  the  message  off  when  it  comes  in ;  and  this  gentleman  came 
there,  and  we  hitched  him  up  with  New  York;  it  was  very  com- 
plicated; it  was  part  telephone  and  part  Morse.  I  showed  him 
that  the  highest  number  of  words  that  we  ever  had  taken  on  any 
occasion  was  at  a  certain  national  convention  in  Chicago,  when  he 
had  on  hand  35,000  words  that  were  not  transmitted.  Now,  he 
would  send  that  in  two  or  three  minutes,  wouldn't  he  ? 

Q.  Yes,  it  is  going  pretty  fast.  A.  The  thing  is  to  have  that  to 
Bend. 

Q.  Two  thousand  a  minute ;  that  would  be  about  seventeen  min- 
utes ;  I  am  not  very  good  in  mathematics.  A.  We  have  two  printer 
systems  now.  JMr.  Carey  says  we  have  no  improvements.  We 
have.  We  have  the  Barclay  printer  all  over  the  United  States. 
That  prints  messages  out  in  plain  English  right  on  the  blank. 
We  have  two  punchers  — 

Q.  It  operates  like  a  typewriter?  A.  We  can  operate  it  that 
way. 

Q.  So  far  as  type  is  concerned?  A.  We  can  operate  it  with  a 
typewriter,  but  one  person  cannot  write  fast  enough  on  a  type- 
writer to  feed  the  wire,  so  that  we  have  two  punchers  and  pimch 
the  tape,  and  that  is  automatic. 

Q.  The  tape  runs  through  a  part  of  the  Barclay  device  and 
that  causes  the  keys  to  operate  and  print  ?    A.  Yes. 

Q.  This  machine  translates  from  the  Morse  code  into  English? 
A.  Yes;  it  punches  it  on  the  tape.  The  Wheatstone  is  similar  to 
that,  only  it  comes  out  on  a  tape  at  the  other  end;  so  that  the 
Wheatstone  is  much  faster  than  the  Barclay,  but  it  is  punched 
at  one  end  and  comes  out  on  the  tape  at  the  other  end  and  has  to 
be  copied  from  the  type;  that  slows  it  'iip  a  good  deal. 

Q.  That  is  they  have  to  have  operators  of  typewriting  ma- 
chines ?    A.  Yes,  to  read  from  the  tape. 
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Q.  And  they  can  read  the  Morse  alphabet  —  they  xead  it  oflF  of 
the  tape  and  write  it  out  ?  A.  Yes.  Now  we  have  the  similar 
Barclay  system. 

Q.  How  is  that  operated  at  the  sending  point,  by  a  key?  A. 
No;  the  Wheatstone  and  Barclay  are  operated  by  punching  on  a 
iape.  We  use  the  Wheatstone  only  in  two  stations,  between  Chi- 
cago and  San  Francisco  and  New  York  and  Xorth  Svdnev,  Xova 
Scotia,  when  we  get  a  congestion.  It  is  very,  very  rapid,  but  you 
can  lay  down  a  Morse  message  in  Chicago,  one  message  ready  for 
delivery,  while  you  are  punching  for  the  Wheatstone;  then  it  has 
to  go  through  and  be  copied.  When  we  get  a  congestion  it  is  very 
rapid  on  the  wires  and  saves  wires,  but  the  intention  is  to  have 
wires  enough  on  all  occasions. 

Q.  W^hile  I  have  it  in  mind,  would  you  be  willing  to  have  the 
Committee  go  to  the  Western  Union  building  and  see  the  operation 
of  those  systems  and  the  operation  of  the  system  of  sending  mes- 
sages by  cable  ?    A.  We  would  be  delighted  to. 

Mr.  Page:   What  do  you  say,  Mr.  Chairman,  to  the  Committee 
^oing  it  at  some  convenient  time  ? 

Chairman  Davis:  We  would  be  very  glad  to  do  it. 
'The  W^iTNESs:  In  regard  to  the  statement  there  that  we  have 
made  no  improvements.  Now,  I  never  declined  —  I  suppose  I 
receive  at  least  two  applications  a  month  for  new  inventions.  I 
try  them  all.  We  have  tried  on  our  cables  within  the  last  few 
years  six  different  devices,  quadruplex  —  our  cables,  we  have  two 
•cables  —  we  try  everything,  because  we  cannot  afford  not  to. 
There  is  a  Barclay  printer  that  works  from  a  typewriter  at  the 
starting  point,  but  it  is  not  intended  for  long  lines,  because  no 
person  can  write  fast  enough  on  the  typewriter  to  fill  the  capacity 
of  that  wire,  and  we  want  it  full ;  it  is  a  long  wire,  and  we  work 
those  on  short  distances,  Newark,  Trenton  or  Poughkeepsie,  and  we 
are  developing  that  now.  We  can  put  it  in  banks  and  they  can 
typewrite  the  messages  right  into  our  offices,  but  we  have  tried 
everything. 

Q.  In  regard  to  the  question  as  to  what  is  a  normal  average 
iword?  per  minute,  you  have  stated  about  125?  A.  That  is  the 
lojaaximum. 
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Q.  What  is  a  normal  average?  A.  That  is  hard  to  say.  The 
Barclay  printer  on  a  first-class  copper  wire  to  Chicago  may  go 
up  to  ninety  words  a  minute,  but  it  will  be  nearer  to  fifty.  We 
have  to  be  governed  by  the  weather.  For  the  last  four  or  five  or 
six  years  we  have  been  greatly  troubled  with  what  we  call  induc- 
tion; that  is,  these  trolley  lines.  We  have  a  law  suit  now  at 
South  Bend;  they  knocked  out  twenty-seven  wires  one  day  on  the 
Lake  Shore  road;  and  over  here  on  Long  Island  the  ground  is 
absolutely  full  of  electricity.  We  have  to  have  the  highest  sort 
of  insulation;  the  delicate  machinery  won't  work.  We  have  got 
to  go  out  fifteen  miles  in  the  ocean  to  get  a  ground  wire.  You 
stick  a  wire  in  Brooklyn  where  they  have  these  trolleys  and  you 
get  more  than  you  send.    It  changes  the  whole  situation. 

Q.  You  run  an  insulated  cable  along  the  bottom  of  the  ocean 
out  for  fifteen  miles  and  then  expose  a  plate  at  the  end  of  it? 
A.  They  have  brought  our  ground  down  there;  that  is,  these  cur- 
rents get  out  into  the  ocean  about  fifteen  miles  before  they  are 
exhausted.  It  used  to  be  we*  could  stick  a  wire  down  anywhere 
and  get  a  ground.    We  can't  do  it  now. 

Q.  The  method  of  doing  that  is  by  insulated  cable  laid  out  for 
fifteen  miles  ?  A.  No.  If  we  can  run  a  bare  wire  we  could  get 
a  ground  anywhere.  This  electricity  is  in  the  water ;  it  is  every- 
where. 

Q.  How  many  words  a  minute  can  be  sent  by  a  good  operator 
using  the  old-time  Morse  key?  A.  We  can  get  up  to  thirty  or 
thirty-five  words  a  minute  with  the  Morse,  perhaps  more;  it  all 
depends  upon  the  work  of  the  wire ;  if  it  is  first  class. 

Q.  Which  -can  be  done  more  rapidly,  sending  or  receiving,  by 
the  Morse  system?  A.  Well,  it  is  all  the  same;  the  receiver  has 
to  keep  up  with  the  sender. 

Q.  Can  the  receiver  ordinarily  keep  up  with  the  sender  ?  A.  Oh, 
yes,  if  he  is  —  they  have  had  some  systems  that  are  a  little  too 
fast  —  yes,  they  have  to  do  it.  Of  course  if  the  sender  writes  too 
fast  the  man  don't  get  it,  that  is  all ;  but  they  send  very  rapidly. 

Q.  Another  question  here.  Has  there  been  no  appreciable  im- 
provement in  the  art  of  telegraphy  since  the  time  of  Morse?  I 
expect  your  answer  is  there  has  been  considerable?  A.  Oh,  yes, 
we  are  studying  it  all  the  time. 
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Q.  And  the  methods  that  are  or  can  be  employed  to  facilitate 
the  transmission  of  messages  you  have  described  quite  fully? 
A.  Yes. 

Q.  What  is  the  name  of  the  system'  you  speak  of  that  will  send 
a  thousand  or  two  thousand  words  a  minute?  A.  It  was  called 
the  Varig.  He  is  a  Hungarian.  He  brought  a  man  here,  a 
German,  from  Berlin,  who  was  going  to  finance  it  for  millions, 
.nd  the  people  here  in  l^ew  York  did  not  give  him  much  en- 
'ouragement.  He  came  to  Chicago  and  tried  it  there.  It  was  an 
unreliable  thing. 

Q.  How  long  ago  was  that,  colonel  ?  A.  It  must  have  been  ten 
or  twelve  years  ago. 

Q.  Is  there  anyone  in  this  country  now,  so  far  as  you  know, 
that  is  interested  in  that  system?  A.  The  Delaney  system  in 
which  Mr.  Carey  is  interested  —  the  telepost.  The  Sterling 
Debenture  Company  has  flooded  the  country  with  those  things. 

Q.  The  Sterling  Debenture  Company  have  been  interested  in 
selling  stock  and  bonds  of  that  company?    A.  Yes. 

Q.  Mr.  William  J.  Carey —  A.  I  see  he  is  talking  about  it 
all  the  time.  They  tried  it  in  England  and  gave  it  up.  The 
Delaney  system  is  a  very  fast  system,  but  what  we  want  is  some- 
thing that  will  send  one  message  at  a  time.  We  can't  dump  them 
in  as  the  government  dumps  letters  into  a  mail  bag.  Messages  go 
up  into  our  operating  room  and  we  cannot  fold  them  until  vre  get 
forty  or  fifty.     There  is  the  first  diSiculty. 

Q.  Do  you,  as  a  matter  of  fact,  endeavor  to  send  messages  as 

soon  as  they  are  filed?    A.  Absolutely. 

Q.  Do  you  send  them  in  the  order  of  their  filing  ?    A.  Yes,  sir. 

Q.  Does  the  amount  of  traffic  that  can  be  transmitted  in  a 

given  time  have  any  relation  to  the  charge  in  tolls?     A.  Oh,  yes. 

Q.  And  if  so  what  —  I  should  think  would  naturally  follow 

that  question  of  Mr.  Carey's.     A.  Well,  I  have  not  found  out 

that,  and  I  don't  know.     The  service  is  very  much  cheaper  than 

the  Morse  —  only  expeditious  at  times. 

Q.  Would  the  ability  to  transmit  messages  at  a  uniform  rate 
of  a  thousand  or  more  words  a  minute  enable  the  company  to  make 
any  considerable  reduction  in  the  cost  of  telegrams  to  the  public  ? 
A.  No,  sir,  you  can't  get  a  thousand  words  to  transmit. 
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Q.  It  will  make  a  difference  if  the  company  was  sure  of  having 
messages  enough  to  keep  them  working  those  machines,  busy  all 
the  time?     A.  Yes. 

Q.  If  they  were  working  on  a  twenty-four-hour  schedule  they 
could  do  business  cheaper  than  they  could  on  a  sixteen-hour  or 
twelve-hour  schedule?  A.  Yes.  For  instance,  newspapers  have 
offices  in  their  buildings,  and  thoy  connect  with  each  other  over  our 
wires,  and  they  send  a  continuous  press  report  in  there,  and  that 
can  be  done  economically,  especially  as  they  use  what  is  called 
the  Phillips  code,  which  is  a  shortening  abbreviation  which  we 
understand  — 

Q.  They  use  abbreviations  where  a  few  characters  mean  a  whole 
sentence  ?  A.  Yes.  "  TT  "  means  ''  that,"  and  "  Mng  "  means 
"  morning,"  and  so  on;  they  understand  that,  but  we  don't  use  that 
in  our  business.     We  cannot  do  it. 

Q.  That  is,  you  do  not  dare  to  translate  the  messages  that  are 
filed  in  cipher  for  fear  of  errors  in  transmission  and  retranslation 
at  the  other  end  of  the  line?  A.  All  we  do  is  to  transmit  them 
correctly. 

Q.  Absolutely  as  they  are  written  ?    A.  Yes. 
Q.  That  is  in  most  cases  ?    A.  That  is  when  they  don't  make  a 
mistake,  yes  —  when  they  can  read  them.     I  will  say  that  a  large 
portion  of  the  matter  that  comes  in  to  us  is  not  well  written. 

Mr.  Paqe:    It  may  be  because  people  who  want  to  send  a  tele- 
gram are  in  a  hurry,  or  think  they  are. 
•  Chairman  Davis  :    They  don't  think  that  way  as  much  now  as 
they  used  to. 

Q.  Do  telegraph  companies  under  the  present  methods  utilize 
the  full  capacity  of  a  wire  ?    A.  Yes,  sir. 

Q.  That  is  when  you  have  business  ?  A.  When  we  have  busi- 
ness to  fill  it  up,  yes.  We  have  a  night  service  at  reduced  rates, 
but  it  has  fallen  off  very  much  for  this  reason:  That  from  a  central 
city  nearly  all  trains  will  go  to  a  distance  of  500  or  600  miles  in 
a  night,  and  you  can  just  as  well  send  a  letter.  We  have  a  night 
system  to  send  a  message  cheaper  at  night  and  deliver  it  the  next 
morning.  You  put  in  a  letter  and  it  will  reach  Boston  or  Buffalo 
or  Pittsburgh  or  Washington  or  Richmond,  and  so  on,  next  morn- 
ing ;  so  that  has  killed  off  that  business. 

Q.  You  still  do  something  ?    A.  We  still  do  something. 
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Q.  With  night  messages  at  reduced  prices  ?    A.  Yes. 

Q.  What  was  the  method  of  sending  those  ?  Did  you  save  the 
night  messages  until  near  morning  and  then  send  them  over  the 
duplex  or  Barclay  system?  A,  We  sent  it  when  they  had  work 
at  night  so  as  to  deliver  in  the  morning. 

Q.  Whenever  the  wires  were  clear  ?    A.  Yes. 

Q.  I  suppose  you  have  a  great  deal  of  night  business  not  classed 
as  night  messages  ?  A.  Yes.  We  have  a  great  many  press  reports 
and  handle  the  government  weather  reports.  The  difference  in 
time  is  three  hours  to  the  Pacific  coast  and  that  makes  a  great 
difference. 

Q.  Do  you  have  any  arrangement  whereby  you  receive  or  de- 
liver messages  in  cities  or  villages  where  there  is  a  telephone 
system,  using  the  telephones  for  receiving  or  delivering  messages  ? 
A.  We  do  bj'  request  of  the  people. 

Q.  How  long  have  you  been  doing  that?  A.  We  have  been 
doing  that  ever  since  the  telephone  came  in.  In  many  towns, 
manufacturing  towns,  we  get  a  very  large  number  of  messages 
every  day  from  outlying  factories  and  we  deliver  them  by  tele- 
phone, but  we  always  send  a  copy  of  the  message  by  mail  or  mes- 
senger. 

Q.  That  is,  if  they  request  a  copy  you  send  it  along  by  mes- 
senger, and  if  not,  you  send  a  copy  by  mail  so  that  they  have  it  the 
next  day  ?    A.  Yes. 

Q.  About  how  many  years  have  you  been  doing  that  ?  *  A.  Well, 
since  the  telephone  started  in,  about  —  the  first  I  saw  of  it  was  at 
the  Philadelphia  Exposition  —  that  was  in  1870.  I  should  think 
in  ten  years  after  that  as  soon  as  it  was  generally  established  we 
commenced  to  do  it. 

Q.  You  have  been  receiving  and  delivering  messages  by  tele- 
phone, then,  for  twenty-five  years?    A.  Yes. 

Q.  That  has  been  very  common,  has  it  not,  throughout  the 
country  ?    A.  Oh,  yes,  very  common ;  yes. 

Q.  What  do  you  say  to  this  question:  Why  do  telegraph  com- 
panies oppose  sending  the  filed  time  with  messages?  A.  Well, 
because  the  people  don't  want  it,  and  because  we  send  the  address 
and  signatuve  free.  Why  that  was  started  I  never  could  under- 
stand ;  it  is  not  done  in  any  other  country ;  but  Mr.  Morse  started 
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that.  This  question  of  filing  time  has  been  up  in  Washington, 
and  our  general  attorney,  Mr.  Fearon,  and  one  of  our  vice-presi- 
dents, Mr.  Atkins,  went  there,  and  we  gave  them  figures  of  what 
that  would  cost.  We  handle  about  80,000,000  messages  a  year. 
They  figured  that  to  send  those  five  or  six  extra  words  would  be- 
about  18,000,000  additional. 

Q.  That  is  18,000,000  messages?  A.  Yes,  sir;  at  the  rate  of 
18,000,000  messages  more  if  we  established  that. 

Q.  Without  increasing  your  revenue  if  A.  Without  increasing 
our  revenue. 

Q.  What  18  the  average  growth  revenue  per  message  ?  A.  Well, 
I  couldn't  say  that  without  figures.  It  runs  from  twenty-five  cents 
np  to  a  dollar  from  here  to  San  Francisco. 

Q.  I  mean  the  average,  taking  your  80,000,000  messages,  what 
is  the  gross  income  ?    A.  It  is  in  the  report. 

Q.  Have  I  a  copy  of  the  aimual  report?  A.  Yes,  I  have  got 
that ;  the  average  is  thirty-two  cents. 

Mr.  Fearon  :    Thirty-four  in  1909. 

The  Witness  :  Average  thirty-four  cents.  Average  cost  twenty- 
eight.  .J 

By  Mr.  Paok:  ..' 

Q.  The  average  cost  to  the  company,  the  average  receipts,  is 
•34. 1  cents  —  is  that  right?  And  the  average  cost  to  the  com- 
pany, how  much  is  that.  Colonel  ?  A.  Twenty-eight  —  on  the  next 
column. 

Q.  Twenty-eight  and  one-half  as  I  read  it?  A.  Yes,  twenty- 
eight  and  a  half. 

Q.  Now,  there  is  a  note  which  states  here  "  Xot  including  mes- 
sages 8ent  over  leased  wires  or  under  railroad  contracts."  A. 
That  only  refers  to  the  total  number  of  messages  handled.  The 
reason  that  we  put  that  on  there  was  that  some  people  were  figur- 
ing our  revenue  to  the  total  numl)er  of  messages  to  the  total 
mileage  of  wire  —  a  man  in  Boston  figured  that.  That  is  all 
wrong.  For  instance,  in  our  contracts  we  allow  railroad  companies 
40  per  cent,  of  our  wires  —  no  commercial  messages  on  it  at  all. 

Q.  That  is,  the  railroad  company  has  the  use  of  40  per  cent,  of 
Tour  wires  with  no  consideration  only  the  railroad  right  of  way  ? 
A.  Yes ;  they  will  average  that  for  their  own  business. 
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Q.  Do  they  use  those  wires  to  send  messages  by  you  for  your 
operators?  A.  No,  it  is  just  despatching  their  trains  and  their 
own  business.  Sometimes  their  operators  use  our  commercial 
wires ;  they  get  in  on  the  main  wires  sometimes ;  they  might  wire 
their  message  off  to  the  next  station  on  a  railroad  wire,  but  not 
usually.  They  have  the  leased  wires;  we  have  no  account;  we 
lease  the  wire  at  so  much  a  month  —  so  much  a  year. 

Q.  That  is  not  included  in  the  statement?  A.  That  is  not  in- 
cluded in  the  statement  of  the  number  of  messages. 

Q.  On  page  6  of  the  annual  report  —  that  is  a  copy  of  your 
annual  report  for  the  year  1909  (showing  witness  report)  ?  A. 
Yes. 

Q.  I  would  like  to  have  that  marked  for  identification. 

(Report  marked  Exhibit  46  for  identification;  wood.) 

The  Witness:  This  statistician  tried  to  show  —  to  make  a 
comparison  of  the  number  of  messages  sent  to  the  mileage  of  the 
wire.  The  mileage  of  wire  is  1,382,000.  You  can't  do  that, 
because  this  don't  show  the  mileage  of  wire  that  we  use  for  com- 
mercial business. 

Q.  Does  this  show  the  total  mileage  of  wire  owned  by  the  com- 
pany?   A.  Yes;  1,382,000. 

Q.  Now,  in  the  precedijig  column,  which  is  headed  "  Miles  of 
poles  and  cables,"  is  there  included  any  submarine  cable  in  that? 
A.  Yes. 

Q.  That  includes  your  submarine  cable  ?    A.  Yes. 

Q.  Are  you  sure  about  that?  A.  All  of  the  land  lines  in  this 
country;  it  don't  include  our  cables  to  Europe. 

Q.  Does  it  include  any  ocean  cable  to  Cuba  ?  A.  No,  it  would 
include  the  cable  down  to  Coney  Island  we  have,  probably. 

Q.  But  it  does  not  include  any  cable  running  out  of  this  coun- 
try to  some  other  country  ?    A.  I  think  not. 

Q.  Kow,  you  show  in  this  report  for  1909,  gross  receipts, 
$30,541,072.55.  That,  of  course,  is  not  the  total  gross  receipts 
of  the  company;  that  is  only  the  receipt  from  the  land  lines? 
A.  Yes. 

Q.  For  messages?     A.  Yes. 

Q.  It  does  not  include  anything  from  leased  lines?  A.  Yes. 
It  includes,  too,  the  tolls  on  cable  messages  from  land  lines, 
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Q.  It  includes  your  share  of  the  cable  message  ?  A.  It  includes 
a  message  sent  from  Chicago  to  London  —  it  includes  our  revenue 
from  Chicago  to  New  York. 

Q.  Does  it  include  your  income  from  leased  wires  where  you 
lease  wires  by  the  year  ?    A.  Yes. 

Q.  That  is  included  here  ?    A.  Yes. 

Q.  Does  it  include  the  income  from  dividends  or  interest  on 
stock  or  bonds  owned  by  the  company?  A.  I  suppose  so.  How 
is  that,  Eearon?  There  is  not  much  of  it;  generally  the  other 
way. 

Q.  How  is  that  ?    A.  We  generally  pay  out  on  those  things. 

Q.  On  the  —    A.  On  the  controlled  lines. 

Q.  On  the  stock  and  bonds?  A.  I  say  we  generally  have  con- 
trolled lines  and  we  pay  dividends  on  them,  you  understand. 

Q.  There  are  some  cases  where  you  have  investments  in  bonds 
of  other  companies  that  you  receive  a  dividend  or  interest  from 
that  —  net  income  ?    A.  Not  much. 

Q.  Not  at  all?    A.  There  may  be;  I  don't  know. 

Q.  Now,  in  your  report  you  give  a  list  of  securities  amounting 
to  a  par  value  of  between  $8,000,000  and  $9,000,000,  which,  you 
state,  are  securities  owned  by  the  company  and  held  by  the  Mer- 
cantile Trust  Company  as  trustee  in  exchange  for  collateral  trust 
bonds ;  what  does  that  mean  ?  A.  Well,  in  many  companies  when 
we  were  paying  6  per  cent,  or  over,  we  issued  bonds  at  a  lower 
rate  and  hypothecated  the  stock  with  the  Mercantile  Trust. 

Q.  That  is,  you  issued  bonds  to  raise  money  for  extensions? 
A.  No;  we  wanted  to  reduce  the  interest  where,  if  we  leased  a 
company  we  were  paying  6  per  cent,  or  over,  we  would  issue 
bonds  at  6  per  cent. 

Q.  So  you  borrowed  the  money?  A.  We  borrowed  money  on 
this  stock,  ves  —  on  that  local  stock. 

Q.  Just  how  did  that  save  money  ?  I  think  I  am  a  little  dense 
about  that.  What  is  the  authorized  capital  of  the  Western  Union  ? 
A.  Something  less  than  $100,000,000  —  $99,000,000  —  here  it  is. 

Q.  The  authorized  stock  —  not  the  amoimt  issued,  but  the 
amount  authorized?  A.  The  capital  stock  is  $99,817,100,  of 
which  $30,131.51  belongs  to  and  is  in  the  treasury  of  the  com- 
pany; $100,000,000  is  the  issued  capital,  but  I  mean  the  out- 
standing stock  is  $90,000,000.    The  capital  stock  is  $100,000,000. 
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Q.  When  you  say  $90,000,000  you  mean  $99,000,000  ?  A.  I 
said  $99,817,100. 

Q.  And  the  report  says  that  $30,131.51  worth  of  that  stock 
belongs  to  and  is  in  the  treasury  of  the  company.  Xow  is  that 
par  value?     A.  Yes. 

Q.  How  did  there  happen  to  be  a  fractional  part  of  a  share  like 
that  ?    A.  I  don't  know. 

Q.  Has  that  stock  ever  been  issued —  has  it  ever  been  out- 
standing ?    A.  No,  it  is  in  the  treasury  of  the  company. 

Q.  You  see  that  the  outstanding  stock  comes  out  in  even  shares, 
and  that  in  the  treasury  is  a  fractional  part  of  a  dollar.  A.  That 
is  vou  mean  — 

Q.  How  did  that  happen  ?  A.  Capital  stock  is  $100,000,000  — 
I  don't  know. 

Q.  There  seems  to  be  a  fractional  part  of  a  share  held  in  the 
treasury  amounting  to  $31.51  ?     A.  $30,000. 

Q.  Can  you  explain  that?  A.  I  cannot  just  now.  Mr.  Clark 
will  explain  that. 

Q.  When  in  doubt  about  anything  call  on  Mr.  Clark  ?  A.  Yes^ 
he  has  got  all  the  records. 

Q.  I  have  a  paper  here  that  was  furnished  by  the  company,  I 
think,  giving  a  list  of  shareholders  and  the  number  of  shares,  one 
item  of  which  is  the  Western  Union  Telegraph  Company,  frac- 
tional amount  — 1,364.  I  suppose  that  means  the  number  of 
shares,  doesn't  it?    A.  Yes. 

Q.  Just  what  does  it  mean  ?  A.  That  the  W^estem  Union  holds 
that. 

Q.  Yes?     A.  Does  that  agree  with  this  statement  here? 

Q.  I  don't  think  it  does.  It  was  made  at  a  diflferent  time,  and 
that  may  explain  the  difference.    A.  I  don't  know. 

Q.  Can  you  explain  that?    A.  No. 

Q.  I  find  also  the  item  —  Western  Union  Telegraph  Co.,  trus- 
tee for  shareholders  of  A.  &  P.  —  25  shares  —  what  does  that 
mean?  A.  That  is  the  Atlantic  and  Pacific  Telegraph  Co.,  I 
suppose. 

Q.  Is  that  an  operating  company?  A.  No,  it  is  a  leased  com- 
pany. 

Q.  Leased  company?    A.  Leased  company. 
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Q.  That  is,  you  are  using  property  that  belonged  to  that  com- 
pany and  paying  the  shareholders  dividends?     A.  Yes. 

Q.  How  much  of  the  stock  of  that  company  does  the  Western 
Union  own  ?  A.  That  I  would  have  to  get  from  the  record. 
There  are  about  fifty  of  them,  and  I  could  not  tell  you. 

Q.  I  find  also  the  item  "  Western  Union  Telegraph  Company 
for  exchange  for  unredeemed  scrip  of  April,  1876,  seven  shares  '^ 
—  what  does  that  mean  ?  A.  That  is  accounting.  The  treasurer 
is  here  and  he  will  tell  you. 

Q.  That  is  a  matter  of  bookkeeping?    A.  Yes. 

Q.  I  find  this  statement  also  —  "  Amount  authorized  but  not 
yet  issued,  251,829  shares."  What  does  that  mean?  A.  Of  the 
Western  Union? 

Q.  I  judge  so.  That  would  appear  to  be  something  like 
$25,000,000  par  value  of  stock.  Where  did  you  get  that  list? 
A.  I  think  it  was  delivered  to  me  by  Mr.  Fearon.  Well,  I  don't 
know. 

Mr.  Fearon  :  That  will  all  be  explained  by  the  treasurer.  The 
treasurer  will  explain  all  of  it. 

Mr.  Page:  I  don't  want  him  to  explain  all  of  it;  it  will  take 
too  long.     That  is  all,  colonel. 

The  Witness:  Thank  you,  sir. 

Mr.  Page:  While  I  have  it  in  mind  I  have  a  letter  from  Leon 
S.  Case,  secretary  of  the  Business  Men's  Association  of  Flushing, 
city  of  ^JsTew  York,  as  follows: 

December  17,  1909. 

General  Committee  an  Telephone  and  Telegraph  Companies,  Council  Chamber ^ 
City  Ball,  New  York  City: 

Gentlemen. —  At  the  regular  meeting  of  the  Business  Men's  Association  of 
Flushing,  an  organization  composed  of  300  of  the  merchants  and  professional 
men  of  the  Third  Ward,  Borough  of  Queens,  City  of  New  Yorlc,  a  resolution 
was  unanimously  adopted  strongly  recommending  the  telephone  and  telegraph 
companies  to  be  placed  under  the  jurisdiction  of  the  Public  Service  Commission. 

Respectfully, 

Leon  S.  Case, 

Secretary. 

Chairman  Davis  :  You  might  ask  the  colonel  what  he  thinks  of 
the  plan. 

Mr.  Page  :  Yes,  there  was  a  question  I  neglected  to  ask  him. 
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Q.  What  have  you  to  say  in  regard  to  the  principle  of  govern- 
mental or  State  control  of  public  utility  corporations  ?  A.  Well,  I 
have  had  no  experience  with  it,  but  I  don't  object  to  reasonable 
control  or  — 

Q.  Or  regulation?    A.  Or  regulation^  I  mean  to  say. 

Q.  That  is  in  your  opinion  the  principle  is  all  right ;  you  might 
differ  with  others,  perhaps,  as  to  the  method  of  applying  that 
principle?    A.  Yes* 

Q.  But  you  concede  the  correctness  of  the  principle?  A.  It 
would  be  correct  as  to  our  business. 

Mr.  Page  :  That  is  all,  thank  you. 

Thomas  F.  Clark,  being  duly  sworn,  testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Clark,  you  are  vice-president  of  the  Western  Union? 
A.  Yes,  sir. 

Q.  And  have  been  for  how  long?    A.  About  thirteen  years. 

Q.  II ow  long  have  you  been  connected  with  the  Western  Union? 
A.  I  first  went  into  the  service  about  forty  years  ago,  and  have 
been  there  most  of  the  time  since. 

Q.  Forty  years  ago?     A.  Yes,  forty  years  ago. 

Q.  You  must  have  gone  in  a  small  boy  ?     A.  Not  quite. 

Q.  I  suppose  you  are  familiar  with  the  financial  operations  of 
the  company?    A.  Yes,  sir. 

Q.  Are  you  more  familiar  with  the  financial  than  you  are  with 
the  practical  operations,  or  do  you  have  something  to  do  with  both  ? 
A.  Something  to  do  with  both,  but  not  so  much  with  the  practical 
part  of  it. 

Q.  In  your  report  you  say :  Bonded  debt  as  follows :  Funding 
and  real  estate  mortgage  bonds,  due  May  1,  1950,  4%  per  cent., 
$20,000,000.     Are  those  bonds  all  outstanding?     A.  Yes. 

Q.  You  also  show  collateral  trust  bonds  due  January  1,  1938, 
5  per  cent.,  $8,645,000.     Are  those  all  outstanding?     A.  Yes. 

Q.  Do  you  also  show  convertible  redeemable  bonds  due  Novem- 
ber 1,  1938,  4  per  cent.,  $10,000,000.  Are  those  all  outstanding! 
A.  Yee. 
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Q.  Are  those  part  of  the  issue  of  $25,000,000  that  was  voted 
some  time  ago  ?    A.  You  mean  the  last  item  ? 

Q.   The  last  item?     A.   Yes. 

Q.  When  were  those  voted  ?  A.  I  don't  recall  the  exact  date  — 
on  about  the  date  of  this  issue.  It  was  voted  just  prior  to  Novem- 
ber 1,  1906,  I  think,  for  thirty  years,  as  I  remember. 

Q.  And  what  was  the  purpose  of  the  $26,000,000  bonds? 
A.  $10,000,000  of  that  issue  —  $25,000,000  were  authorized  for 
general  purposes  of  construction  and  additions  to  the  company's 
property. 

Q.  Were  any  of  the  amounts  received  from  that  $10,000,000 
used  in  replacing  worn  out  lines?  A.  No.  The  reconstruction 
goes  into  the  account  before  the  bonds.  They  were  chiefly  used 
for  construction  purposes. 

Q.  That  is,  for  new  construction  ?    A.  Yes. 

Q.  Extensions  and  betterments?    A.  Yes. 

Q.  Can  you  say  what  the  value  of  the  lines  of  the  company 
within  the  State  of  New  York  is  at  the  present  time  ?  A.  In  the 
answer  there  I  give  you  a  statement  of  the  lines  that  we  have 
given  to  the  tax  board.  In  your  question  you  asked  for  the  value 
of  the  lines  on  the  highways  and  public  places  of  the  State,  and 
that  statement  answers  that  question. 

Q.  Now,  what  is  the  value  of  the  lines  outside  of  the  public 
places  ?  A.  I  could  not  tell  you  that.  We  never  had  any  valua- 
tion made. 

Q.  And  this  answer  here  does  not  include  any  of  the  lines  on 
the  railroad  rights  of  way?    A.  No,  sir. 

Q.  Does  it  include  any  of  the  lines  that  are  strung  in  subways 
in  New  York  city?  A.  Yes,  it  covers  everything  in  the  streets 
and  highways  and  public  property  of  the  State  of  New  York ;  that 
is,  on  the  roads  —  not  on  the  railroads, 

Q.  On  the  highways  ?    A.  On  the  highways. 

Q.  Not  on  private  property?  A.  Not  on  the  railroads  and 
private  property. 

Q.  Have  you  any  lines  on  private  property  outside  of  the  lines 
that  are  on  the  railroad  right  of  way?  A.  No,  sir,  not  of  any 
account;  small  things  running  across  people's  land,  something  of 
that  sort. 
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Q.  And  in  making  up  this  figure  did  you  include  as  in  public 
places  that  part  of  the  line  which  crosses  highways^  where  the  line 
is  running  along  a  railroad  right  of  way  and  you  come  to  a  high- 
way and  cross  it  and  the  highway  is  four  or  six  rods  wide  ?  A.  I 
think  it  does  include  that;  I  could  not  answer  that  offhand. 

Q.  I  wonder  if  you  could  look  that  question  up  and  let  the 
Committee  know?  A.  Yes.  I  think  it  does^  but  I  am  not  sure 
of  it. 

Q.  In  your  report  you  begin  with  a  statement  of  dividends,  or 
you  begin  your  statement  of  dividends  with  the  year  1885,  6  per 
cent.  Had  the  company  been  paying  dividends  previous  to  that 
date?    A.  Yes. 

Q.  For  long?  A.  Oh,  I  think  it  began  about  just  before  1880, 
I  think. 

Q.  Has  the  company  ever  paid  more  than  6  per  cent  ?  A.  Paid 
7  per  cent,  for  about  a  year  —  one  or  two  years. 

Q.  One  or  two  years  ?    A.  One  or  two  years. 

Q.  On  what  basis  is  it  at  the  present  time  ?     A.  Three  per  cent 

Q.  And  has  been  since  1908  ?    A.  Yes,  sir. 

Bv  Chairman  Davis: 

t. 

Q.  When  was  it  reduced  from  5  per  cent.  ?  A.  I  can  tell  you 
exactly,  I  can  give  you  the  date  (witness  examines  paper)  ;  1907 
was  the  last  5  per  cent,  dividend. 

Q.  1907;  then  what  was  the  next?  A.  1908.  It  was  1  per 
cent,  cash  and  2%  per  cent,  stock  scrip.  Since  then  it  has  been  3 
per  cent. 

Q.  During  the  entire  year  of  1908  that  per  cent  ?  A.  One  per 
cent,  cash  and  2V2  pcr  cent,  stock;  1909  it  was  3  per  cent.  cash. 

By  Mr.  Page: 

Q.  How  long  since  there  has  boon  an  appraisal  of  the  property 
of  the  Western  Union  ?    A.  Of  the  physical  property  ? 

Q.  Physical  value?  A.  I  don't  know  of  any  appraisal  ever 
being  made  of  the  whole  property. 

Q.  Has  there  ever  Ix^eii  an  appraisal  of  the  physical  property 
in  the  State  of  Xew  York  ?    A.  Not  beyond  the  tax  statements. 

Q.  Do  yon  keep  any  records  or  accounts  in  your  office  showing 
the  cost  of  the  physical  property  in  the  State  of  New  York? 
A.  No,  we  don't  keep  our  accounts  by  states ;  they  are  kept  as  an 
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entirety  so  we  have  not  got  thera  by  State  lines.  It  would  be 
very  difficult  to  get  it. 

Q.  Can  you  tell  how  many  miles  of  pole  lines  and  how  many 
miles  of  wire  you  have  in  the  State  of  New  York  ?  A.  We  might 
possibly  by  going  through  the  records,  but  we  have  no  data  of  that 
kind  prepared  and  at  hand. 

Q.  Would  it  be  possible  from  your  records  to  determine  that? 
A.  Possibly. 

Q.  Would  it  be  very  difficult  to  do  it  ?  A.  It  would  be  difficult 
to  do  it. 

Q.  How?  A.  Because  the  returns  are  made  of  the  lines  as 
entirety  of  the  system;  for  instance,  on  a  railroad  system  they 
have  the  highway  lines;  they  would  have  to  be  segregated  and 
very  carefully  computed  as  to  the  mileage  of  both  wires  and  poles. 

Q.  Take,  for  instance,  the  New  York  Central  system  that  ex- 
tends beyond  New  York  State?  A.  Oh,  yes,  and  all  the  branch 
lines;  all  have  to  be  computed. 

Q.  Your  New  York  Central  system,  the  Big  Four,  the  Lake 
Shore  and  Michigan  Southern  are  figured  in  one  item?  A.  Yes, 
sir. 

Q.  Are  you  having  an  audit  made  now  of  your  books  ?    A.  Yes. 

Q.  Will  that  audit  when  completed  show  the  physical  value 
of  your  properties?  A.  I  don't  know.  I  don't  know  just  what 
the  scope  of  it  is  to  be.     They  are  at  present  auditing  the  accounts. 

Q.  You  state  in  your  report  as  follows,  answering  to  the  ques- 
tion how  much  of  its  gross  income  was  earned  during  this  last 
fiscal  year  within  the  State  of  New  York,  as  the  company's  records 
of  expenses  are  not  and  cannot  be  measured  by  State  lines  or 
within  the  State,  because  its  business  and  facilities  are  largely 
interstate  and  foreign,  this  information  is  not  obtainable.  Is  that 
true?  A.  Yes,  sir,  that  is  entirelv  true.  You  could  onlv  make 
the  wildest  kind  of  an  estimate  anyhow,  if  you  could  do  that. 

Q.  You  can  state  correctly,  can  you  not,  as  to  the  amount  of 
intrastate  business  ?    A.  Yes,  I  have  given  you  the  amount  of  that. 

Q.  Twenty-two?  State  how  much  of  the  gross  income  was 
earned  during  the  last  fiscal  year  outside  of  the  State  of  New  York 
—  as  $1,061,935.42  was  the  intrastate  gross  income  of  the  com- 
pany, and  the  total  gross  was  $30,541,072.56,  the  difference  of  $9,- 
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470,137.13  represents  the  gross  income  ontside  the  State  of  New 
York.  That  is  not  absolutely  true  ?  A.  It  is  not  absolutely  true, 
but  it  is  true  in  a  general  way. 

Q.  But  the  $29,000,000  odd  given  in  that  statement  includes 
all  of  the  earnings  from  interstate  business  which  was  paid  for  in 
the  State  of  New  York  ?    A.  That  is  right. 

Q.  Haven't  you  any  way  of  separating  that  from  the  balance  of 
your  gross  income?    A.  No;  you  could  not  do  it. 

Q.  Can't  you  see  by  looking  over  your  check  reports  for  the 
year  and  figuring  up  the  check  reports  from  every  city,  town,  vil- 
lage and  office  in  the  State  of  New  York,  and  by  that  determine 
the  exact  amount  of  money  that  was  received  in  the  State  of  New 
York  on  interstate  business  ?    A.  Yes,  that  can  be  done. 

Q.  That,  of  course,  won't  show  what  you  received  for  messages 
sent  from  New  York  to  other  states  which  were  sent  collect? 
A.   No. 

Q.  But  as  an  offset  against  that  it  will  show  the  amounts  re- 
ceived from  messages  sent  from  other  state*  into  this  State  and 
sent  collect  ?    A.  And  collected  in  New  York,  yes. 

Q.  Those  items  would  about  balance,  would  they  not?  A.  It 
would  be  fair  to  accept  that. 

Q.  There  would  be  about  as  many  collect  messages  going  out 
as  coming  in?  A.  I  should  say  it  would  be  a  fair  way  to  take 
it  —  yes. 

Q.  Wouldn't  it  be  fair  to  say  that  the  earnings  for  New  York 
on  interstate  business  is  the  amount  of  money  received  in  New 
York?    A.  No,  sir. 

Q.  Why  ?  A.  Not  by  any  means.  For  instance,  the  large  center 
of  the  business  is  in  New  York  city.  You  take  it,  for  instance, 
the  business  between  here  and  Chicago.  Now  we  have  one 
through  line  on  the  New  York  Central  and  another  on  the  West 
Shore,  and  we  have  also  the  other  lines  on  the  roads  going  south, 
the  Erie,  Lehigh  Valley,  Delaware,  Lackawanna  and  Western,  and 
that  business,  if  you  could  segregate  the  routes  from  each  other, 
it  only  traveled  a  few  hundred  feet  in  New  York  city;  thi^t  is, 
from  our  office  down  to  the  North  River  to  pass  over  into  New 
Jersey ;  then  you  take  all  the  southern  and  southwestern  business, 
New  York  State  only  serves  them  for  I  don't  know  how  many  feet; 
it  is  less  than  a  thousand  feet  from  our  building  down  to  the 
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river;  it  all  goes  that  way.  The  New  England  business  and  all 
that  business  travels  perhaps  only  ten  or  fifteen  miles  to  Port 
Chester  to  reach  the  New  England  lines  in  that  way;  you  cannot 
tell  the  route  messages  go  by;  it  would  be  impracticable;  and  it 
would  not  be  fair  in  taking  that  business  —  suppose  you  took 
Chicago,  giving  it  total  mileage,  New  York  city  to  Buffalo,  on 
business  only  traveling  a  thousand  feel  across  the  river  to  New 
Jersey ;  still  they  employ  capital  in  all  the  other  states. 

Q.  But  in  your  system  of  accounting  you  give  no  credit  to  any 
State  for  trans-state  business?  A.  Not  for  trans-state  business; 
you  can't  get  at  it. 

Q.  You  get  it  at  the  point  of  transmission  or  at  the  point  of 
delivery?     A.  Exactly. 

Q.  Either  Chicago  or  New  York  is  entitled  to  credit  for  that 
business ;  there  is  as  much  going  one  way  practically  as  the  other, 
isn't  there?    A.  Yes. 

Q.  Why  not  give  New  York  credit  for  what  it  collects  and 
Chicago  credit  for  what  it  collects  ?  A.  I  don't  think  it  would  bo 
fair  to  the  State  —  would  not  be  fair  to  the  company. 

Q.  Every  other  State  just  the  same  system,  would  have  credit 
for  all  of  the  monevs  taken  in  in  those  states  or  each  of  theui? 
A.  Some  of  them  would,  yes. 

Q.  Do  you  keep  your  accounts  so  that  you  can  tell  the  total 
gross  income  from  intrastate  business?     A.  Yes. 

Q.  For  each  State?  A.  Yes,  T  have  given  you  the  figures  in 
that  statement,  chiefly  made  up  of  the  intrastate  business. 

Q.  You  have  not  given  the  figures,  of  course,  of  the  amount 
from  intrastate  business  of  each  State  ?  A.  No ;  I  know  of  New 
York  State. 

Q.  Your  books  are  kept  here  so  that  you  can  determine  that  as 
to  everv  State,  are  thev  not  ?     A.  Yes. 

Q.  Then  if  you  subtract  that  total  of  the  intrastate  business 
bf-longing  to  the  states  from  the  total  business,  that  would  give 
you  the  amount  of  interstate  business  done  by  the  company? 
A.  Yes. 

Q.  Now,  suppose  that  was  distributed  over  all  the  states,  by 
crediting  each  State  with  the  amount  taken  in  in  that  State,  what 
wonLl  be  unfair  in  that?     A.  T  don't  think  it  would  lx»  equally 
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determined.  Xew  York  and  the  largest  cities,  places  such  as  ]Sew 
York  and  Buifalo,  would  get  very  much  more  than  their  share. 
You  take  Buffalo,  it  would  go  only  a  few  yards  in  ]J^ew  York  State, 
and  Xew  York  State  would  get  the  credit  for  all  that. 

Q.  And  business  that  originated  just  across  the  Ohio  line  and 
went  the  whole  length  of  the  State  of  New  York  would  be  credited 
to  Ohio  ?    A.  All  to  Ohio. 

Q.  It  would  be  balanced  up  very  well  —  you  do  not  keep  any 
account  of  trans-state  business  ?  A.  It  might  balance  up  as  a 
whole.  It  would  not  satisfy  every  State.  It  would  satisfy  Xew 
York,  because  Xew  York  would  get  the  sirloin  steak  while  the 
other  states  would  only  get  the  chuck. 

Q.  We  are  interested  in  Xew  York  State.  A,  We  are  inter- 
ested in  the  whole  country. 

Q.  I  think  we  should  be  primarily  interested  in  Xew  York 
State;  it  furnishes  the  most  income.  A.  It  furnishes  it  because 
the  capital  is  invested  to  enable  Xew  York  to  do  the  business. 
Xew  York  without  the  other  capital  would  not  be  able  to  furnish 
the  business. 

Q.  Looking  on  the  other  side  of  the  canvas,  you  might  say  Xew 
York  is  furnishing  you  capital  to  build  lines  throughout  the  rest 
of  the  country  and  do  business  and  earn  dividends.  A.  It  is  just 
what  wav  vou  choose  to  look  at  it. 

Q.  That  is,  Xew  York  is  as  valuable  to  you  as  the  Western 
Union  is  to  Xew  York.  A.  Well,  I  don't  know  as  much  about 
that.  Without  these  facilities  the  business  would  not  be  in  Xew 
York. 

Q.  I  don't  know.  Quite  a  space  before  there  was  a  Western 
Union  Telegraph  Company?  A.  We  are  talking  about  it  now, 
from  a  telegraphic  point  of  view. 

Q.  Xow,  can  you  tell  the  gross  amount  received  in  the  State  of 
Xew  York  on  interstate  business  during  your  last  fiscal  year? 
A.  Why,  I  suppose  I  could.  I  can  give  you  an  idea  of  it  —  that 
is,  on  the  message  business. 

Q.  And  what  is  it  on  the  message  —  I  don't  care  anything  about 
your  analyzing  it  at  all,  and  saying  so  much  from  this  source  and 
so  much  from  that.     A.  Oh,  I  could  not  give  you  that 

Q.  In  a  general  way,  what  was  your  total  gross  income  in  this 
Slate  on  interstate  business?     A.  Well,  roughly  speaking,  the  in- 
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terstate  business  would  be  something  over  two  millions  of  dollars 
for  the  year. 

Q.  The  year  ending  on  what  date?  A.  Well,  that  would  be 
about  the  year  1908  or  1909. 

Q.  June  30th,  1909  ?  A.  Well,  I  won't  pin  myself  down  to  tho 
exact  period. 

Q.  That  is  the  date  that  your  fiscal  year  ends?  A.  Yes,  sir. 
Sometimes  our  reports  —  the  details  are  not  worked  out  so  close 
as  that.    Somewhere  in  that  period. 

Q.  You  cannot  tell  whether  that  covers  the  period  of  1908  or 
1909  ?  A.  I  think  the  figures  I  have  here,  that  it  possibly  covers 
the  calendar  year  1908. 

Q.  Xow,  you  state  that  the  company  has  an  income  from  sources 
other  than  operating  income  of  $1,379,948.13.  Can  you  say  in 
general  what  that  is  derived  from  ?    A.  Aside  from  operating  ? 

Q.  Yes.    A.  Where  do  I  sav  that  ? 

Q.  Number  25.  A.  Oh,  that  was  from  interest  on  various 
stocks  held  by  the  company. 

Q.  You  have  a  copy  of  Exhibit  46  for  identification,  the  annual 
report  of  the  president?    A.  Yes. 

Q.  Of  October  13,  1909.  Was  any  income  mentioned  in  answer 
to  question  25,  on  the  reports  to  the  Committee  —  was  any  of  it 
from  dividends  on  stocks  listed  on  page  8  of  Exhibit  46  ?  A. 
That's  all  of  it. 

Q.  All  of  it  from  that  source  ?    A.  Yes,  sir. 

Q.  I  understood  Colonel  dowry  to  say  that  the  company  had  to 
pay  out  money  on  those  rather  than  receive  them  ?  A,  Well,  he 
was  talking  only  in  a  general  way.  He  did  not  mean  that  to  apply 
to  that  item.  That  item  of  interest  is  included  in  the  total  reve- 
nues of  the  company. 

Q.  Is  that  money  that  is  paid  out  ?  A.  No ;  it  is  moneys  that 
are  received. 

Q.  By  dividends  that  are  guaranteed  on  these  stocks?  A.  No, 
sir. 

Q.  And  then  paid  back  ?    A.  No. 

Q.  On  the  part  of  the  stocks  that  are  owned  by  the  company? 
A.  No. 

Q.  That  is  not  a  case  of  taking  a  million  from  one  pocket  and 
putting  it  in  the  other,  and  calling  it  income  ?    A.  No,  not  at  all. 
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Q.  Which  of  these  stocks  yield  an  income  —  that  is,  an  actual 
income  to  the  company  ?  A.  The  Dominion  Company  of  Canada 
gives  us  a  revenue. 

Q.  What  rate  does  that  pay  ?    A.  Six  per  cent. 

Q.  And  what  others  ?  A.  And  included  in  that  million  is  the 
dividend  on  the  New  York  Telephone  stock. 

Q.  Is  that  shown  here  ?  A.  No,  that  is  crossed  out,  because  that 
has  been  sold  since. 

Q.  It  has  been  sold  since  this  was  printed  ?    A.  Yes. 

Q.  Well,  it  is  not  shown  here,  is  it?  A.  Yes.  I  think  it  is 
crossed  out.  Yes,  it  is  crossed  out  there  —  New  Y'^ork  Telephone 
Company. 

Mr.  Feabon:  Is  that  the  1908  report  you  have  there? 

The  Witness  :    No,  1909. 

Q.  It  was  not  printed  there  ?  A.  It  is  in  this  one  —  New  York 
Telephone. 

Q.  Oh,  yes;  that's  right;  and  the  dividend  on  that  stock  was  a 
part  of  the  million,  three  hundred  and  seventy-nine  thousand?  A. 
Yes,  sir. 

Q.  What  rate  of  dividend  did  that  stock  pay  ?    A.  Six  per  cent. 

Q.  Those  shares  having  a  par  value  of  a  hundred  dollars?  A. 
Yes,  sir. 

Q.  When  were  they  sold  ?  A.  Sold  sometime  during  the  sum- 
mer. I  was  awav  —  I  cannot  tell  vou  the  exact  date.  I  was  away 
for  nearly  a  year. 

Q.  Do  you  know  who  the  purchaser  was  ?    A.  Yes. 

Q.  Who  was  it?  A.  The  American  Telephone  and  Telegraph 
Company. 

Q.  What  was  the  price  paid?     A.  I  don't  know,  sir;  I  conld 

not  tell  vou. 

t- 

Q.  Who  does  know  ?  A.  I  don't  know.  I  was  away  —  I  don't 
know  anything  about  it. 

Q.  Do  yort  have  a  book  account  of  that  ?  A.  I  suppose  there  is, 
yes. 

Q.  In  what  book  would  that  appear?  A.  Appear  in  the  treas- 
urer's books. 

Q.  The  tronsuror  would  krow  about  that,  would  ho?  A.  I  sup- 
pose he  would. 
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Q.  You  were  going  to  explain  the  item  on  the  stock  list  of 
amount  authorized  and  not  yet  issued,  251,829  shares?  A.  Oh, 
that  was  an  account  of  those  redeemable  funds,  redeemable  in 
Btock,  of  which  $25,000,000  were  authorized;  $10,000,000  were 
issued.  That  stock  has  not  been  issued.  It  could  not  be  issued 
until  those  bonds  were  redeemed. 

Q.  Are  they  redeemable  at  any  time  or  only  at  maturity  ?  A.  I 
don't  remember. 

Mr.  Cj.owtiy:  Maturity,  May,  1912. 

Q.  Those  bonds  are  not  due,  though  ? 

Mr.  Clowbt  :  Subject  to  call. 

The  Witness  :  That's  what  I  mean,  due  in  1906,  and  subject  to 
call  in  1912. 

Q.  That  is,  the  company  can  call  those  bonds  in  and  pay  for 
them  by  issuing  this  stock,  par  for  par  ?    A.  Yes,  sir. 

Q.  Was  there  a  premium  on  the  bonds  ?    A.  No,  I  think  par. 

Q.  So  were  these  829  shares  authorized?  A.  829  shares 
aiithorized. 

Q.  Is  that  the  difference  between  the  total  amount  issued  and 
the  million  —  the  amount  authorized,  151,829.  Now,  that  is  82f 
shares  more  than  would  be  necessary  ?     A.  Not  in  that  one  item  'f 

Q.  Yes.  A.  Well,  that  must  be  —  I  cannot  tell  you  just  exactly 
offhand,  but  that  must  be  the  amount  of  some  of  these  fractional 
certificates  there,  some  scrip  dividends  not  turned  in. 

Q.  That  would  be  829  shares  more  than  necessary  to  redeem 
the  bonds  if  they  were  exchanged  par  for  par,  A.  I  cannot  explain 
that  offhand,  but  the  829  shares  must  be  the  amount.  There  were 
two  stock  dividends,  and  people  had  small  fractions  out,  and  I 
suppose  this  stock  was  there  ready  for  exchange.  I  cannot  explain 
it  any  other  way. 

Mr.  Clowry  :  Mr.  Brewer  can  explain  that. 

Mr.  Page:  I  will  call  Mr.  Brewer  after  a  while. 

The  Witness:  I  cannot  explain  it.  I  have  not  seen  it  before. 
You  have  added  the  two  items  together  there.  Perhaps  the  stock 
list  would  explain  it. 

Q.  No,  I  have  not  added  it.  A.  Well,  somebody  had  that  — 
made  that. 

Q.  Now,  the  statement  that  the  authorized  capital  is  $100,- 
000,000  is  not  quite  correct,  is  it  ?    A.  Yes.    Well,  the  authorized 
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capital  outside  of  the  issue  of  that  stock  to  take  up  those  bonds 
when  they  become  due. 

Q.  There  is  a  trifling  difference  there  of  $25,000,000? 
A.  $26,000,000. 

Q.  That  is,  there  is  an  actual  and  authorized  capital  of  $125,- 
000,000  ?    A.  Yes,  sir. 

Q.  But  $25,000,000  of  it  cannot  be  issued  until  1912,  when 
it  may  be  issued  to  take  up  —  A.  A  part  of  it  may  be  issued  to 
take  up  the  ten  millions. 

Q.  Of  the  outstanding  bonds  ?    A.  Yes,  sir. 

Q.  That  are  a  part  of  an  authorized  issue  of  $25,000,000  bonds  ? 
A.  Yes,  sir. 

Q.  And  if  more  bonds  are  issued  more  stock  can  be  issued  in 
exchange  for  them?    A.  That's  right. 

Q.  Is  that  your  copy  ?  A.  Yes,  sir,  that  is  our  copy.  What  i» 
it  ?    What  do  you  want  ?    You  may  take  this ;  you  may  use  this. 

Q.  There  is  practically  between  the  gross  income  of  the  com- 
pany and  the  amount  of  income  earned  in  the  State  of  New  York 
a  difference  of  about  $28,000,000.  That  includes  not  only  all  the 
interstate  business  of  the  company,  but  all  the  intrastate  business 
of  the  company  done  in  other  states  ?    A.  Yes,  sir. 

Q.  In  figuring  the  net  income  of  the  company  for  the  year 
ending  June  30,  1909,  at  $5,614,856.89,  do  you  charge  off  any- 
thing for  depreciation?  A.  No.  That  is  taken  care  of  in  the 
item  of  reconstruction  which  is  charged  before  the  balance  is 
struck  —  the  item  of  reconstructing  the  lines. 

Q.  And  that  is  charged  at  the  actual  amounts  spent  for  recon- 
struction ?    A.  During  the  year. 

Q.  And  the  cost  of  new  lines?  A.  They  are  not  included  in 
there  at  all. 

Q.  Nothing  there  out  of  income  for  extensions  or  betterments? 
A.  No,  sir,  none  at  all. 

Q.  I  did  ask  you,  Mr.  Clark,  in  regard  to  the  value  of  your 
lines  in  New  York  State  ?    A.  Yes,  sir. 

Q.  And  you  said  you  could  not  give  that  ?    A.  Yes,  sir. 

Q.  And  how  much  stock  does  the  Western  Union  own  in  the 
Atlantic  and  Pacific  Telegraph  Company  ?  A.  None  that  I  know 
of. 


Q.  I  thought  that  was  one  in  the  list?  A.  The  Atlantic  and 
Pacific  Telegraph  Company  ?    I  thought  you  said  Telephone. 

Q.  Xo,  Telegraph.  A.  I  beg  your  pardon.  I  thought  you  said 
Telephone. 

Q.  Pacific  and  Atlantic,  I  think  it  is,  A.  Pacific  and  Atlantic. 
It  owns  about  two-thirds  of  it. 

Q.  Of  the  Pacific  and  Atlantic?    A.  Yes. 

Q.  Xow,  there  is  an  Atlantic  and  Pacific  Telephone  and  Tele- 
graph Company?     A.  Yes. 

Q.  That  is  an  entirely  separate  affair?    A.  Entirely  distinct. 

Q.  That  is  the  compan}^  that  Colonel  Clowry  was  speaking  about 
that  is  your  largest  individual  stockholder  ?     A.  Yes,  sir. 

Q.  Does  the  Pacific  and  Atlantic  Telegraph  Company  do  any 
actual  telegraphing  business  ?  Is  it  an  operating  company  ? 
A.  Ko,  sir,  not  at  all.  The  lines  are  operated  by  the  Western 
Union. 

Q.  Under  a  lease?    A.  Yes,  under  a  lease. 

Q.  Guaranteeing  a  dividend  ?    A.  Yes,  sir. 

Q.  Of  how  much?  A.  I  don't  remember.  Where  is  Brewer? 
Is  he  here  ?  Brewer,  do  you  recall  the  Pacific  and  Atlantic  rate 
of  dividend  ? 

Mr.  Brewer:  Four  per  cent. 

The  Witness:  Four  per  cent.     I  wanted  to  be  sure. 

Q.  What  is  the  average  dividend  guaranteed  by  the  Western 
Union  to  the  different  companies  it  has  leased?  A.  They  vary 
from  6  per  cent,  to  4  per  cent. 

Q.  Xone  over  6  ?  A.  No.  Some  of  the  old  companies  were 
rented  at  a  stated  sum  per  year.  That  is,  I  think  the  old  Illinois 
and  Mississippi  was,  but  I  could  not  give  you  the  rate. 

Q.  And  that  rate  was  what  ?    A.  Very  small. 

Q.  That  is,  the  stated  sum  amounted  to  more  than  6  per  cent. 
on  their  stock?    A.  No,  I  think  not. 

Q,  What  is  the  item  in  that  annual  report  for  1909  on  page 
8  ?  "  Western  Union  Telegraph  Company,  301  shares "  ? 
A.  Why,  simply  we  have  301  shares  of  the  Western  Union  stock 
in  the  treasury.    That's  all. 

Q.  So  that  stock  was  at  one  time  issued  and  afterwards  pur- 
chased by  the  company?    A.  No.     It  came  back  to  the  company 
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in  various  ways.    I  could  not  tell  you.     Mr.  Brewer  can  tell  you 
more  about  that  than  I  can  —  that  is,  this  amount  of  $30,100. 

Q.  What  do  you  say  to  the  principle  of  regulation  of  control  of 
public  utility  corporations  by  the  government  or  by  the  State? 
A.  Why,  the  principle  seems  to  be  all  right,  but  so  far  it  is  entirely 
An  experiment.  The  danger  seems  to  be  of  placing  executive  func- 
tions and  poAvers  in  the  hands  of  inexperienced  people  and  placing 
stockholders  at  their  mercy,  instead  of  having  experienced  people, 
knowing  what  they  are  doing. 

Q.  That  is,  you  would  disagree  with  the  method  of  administer- 
ing such  a  law  i    A.  So  far  as  the  ex|)eriment  has  gone. 

Q.  But  the  principle  of  it  is  correct?  A.  It  seems  to  be  all 
right,  if  you  can  guarantee  its  reasonableness. 

Q.  So  long  as  it  is  reasonable  and  properly  administered  there 
is  no  fault  to  be  found  with  it,  is  that  right  ?  A.  Well,  to  put  it 
that  way  — 

Q.  Well,  would  not  you  put  it  that  way  ?    A.  Yes,  sir. 

Q.  The  chairman  wishes  me  to  inquire  in  regard  to  the  rate 
'of  dividend  which  had  been  5  per  cent,  continuously  from  1891 
to  1907,  and  for  the  year  1908  was  reduced  to  1  per  cent,  with 
a  stock  dividend  of  2^^  per  cent.,  making  a  total  of  314  during 
that  year.  What  wan  the  reason  for  that  reduction  ?  A.  Simply 
because  the  returns  did  not  warrant  the  payment  of  cash. 

Q.  How  do  you  explain  the  falling  oif  of  returns  at  that  time? 
A-  In  1908,  heavy  expenses,  and  we  went  through  the  panic  and 
.all  sorts  of  things  —  the  after-clap  of  panic  and  our  strike.  I 
-think  that  is  for  the  vear  June  30  —  not  the  calendar  vear. 

Q.  .Tune  30,  1908?    A.  Yes,  sir. 

43.  That  included  the  panic?  A.  Yes,  sir,  and  there  was  the 
slrike  of  our  employees,  when  business  went  to  pieces  and  the  panic 
came  at  the  time. 

Q.  Al)out  how  much  falling  off  in  receipts  was  there  for  that 
year  as  coni])ared  with  the  previous  year?  A.  I  can  tell  you  by 
this  table.  T  cannot  give  you  the  details. 

Q.  Is  the  table  in  the  annual  reiK)rt  for  1909?  A.  Yes,  sir,  the 
receipts  for  the  fiscal  year. 

Q.  Does  the  total  on  page  6  show  the  total  receipts  for  the  years 
stated  there?     A.  Yes,  sir. 
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Q.  From  all  sources  ?  A.  From  all  sources.  There  was  a  fall- 
ing oflF  of  nearly  $5,000,000  between  1007  and  1908.  The  net 
earnings  in  1908  were  $3,402,000  against  $6,324,000  the  year  be- 
fore —  cut  the  net  practically  in  two. 

I3y  Chairman  Davis: 

Q.  How  was  it  in  1909  i    A.  $7,347,000. 
Q.  So  you  recovered  ?    A.  We  recovered  from  that. 
Q.  Did  you  then  increase  your  dividend?     A.  The  dividend 
has  been  made  3  per  cent. 

Q.  Xot  the  5  ?    A.  Not  the  5. 

Q.  But  your  income  is  greater  ?    A.  The  income  is  greater. 

Bv  Mr.  Page: 

Q.  Your  income  for  the  year  1908  really  amounted  —  your  to- 
tal net  income  amoimted  to  less  than  3^  per  cent,  on  your  capital 
stock?    A.  Yes,  sir. 

Q.  After  paying  all  repairs  —  not  extensions,  interest  on  the 
bonded  debt?  A.  Interest  on  these  leased  lines  and  interest  on 
the  lines  —  no,  no,  not  the  interest  on  the  bonds.  No,  that  in- 
cluded interest  on  the  bonds.  That  is,  the  net  from  the  operation 
of  the  lines.  Now,  the  interest  on  the  bonds  was  $1,732,250  in 
1908. 

Q.  And  that  was  paid  out  of  the  $3,402,996?  A.  Yes,  sir^ 
which  left  us  an  appropriation  for  dividends  of  $1,714,571.50. 

Q.  Or  a  little  over  1%  per  cent.  ?    A.  Yes,  sir. 

Q.  You  paid  the  1  per  cent,  dividend  and  carried  the  rest  ta 
surplus?  A.  Yes,  sir;  and  in  the  year  1909  the  interest  on  bonds, 
was  the  same,  and  we  paid  for  dividends  $2,769,435.50. 

Q.  And  carried  how  much  surplus?    A.  $2,875,421.39. 

Q.  So  you  carried  the  surplus  just  about  the  same  amount  as 
you  expended  in  paying  dividends.    A.  Yes,  sir,  just  about. 

Q.  You  could  have  paid  a  5  per  cent,  dividend  and  had  a  mil- 
lion  dollars  left  for  surplus  ?  A.  Could  have  done  it,  but  it  would 
be  better  to  be  a  little  more  conservative  and  be  a  little  bit  patient. 

Q.  Then  in  this  report  which  you  made  to  the  Committee  cover- 
ing the  year  ending  the  30th  of  last  June,  you  state  the  net  income 
to  be  $5,614.89.    A.  That  is  after  paying  interest  on  the  bonds. 
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Q.  And  that  is  the  same  as  the  item  just  read  from  page  6  of 
Exhibit  46  less  the  interest  on  your  bonded  debt  ?    A.  Yes,  sir. 

By  Chairman  Davis: 

Q.  What  was  the  amoimt  of  the  surplus  on  hand  at  the  last 
quarterly  report  of  the  company?  A.  The  last  quarterly  report? 
.1  could  not  tell  you.  I  have  not  those  figures  with  me,  and  I 
could  not  recall  them.    It  was  all  published  at  the  time. 

By  Mr.  Page  : 

Q.  Mr.  Clark,  how  many  American  District  Telegraph  Com- 
panies are  there  ?    A.  I  don't  know.    They  are  all  over  the  country. 

Q.  I  don't  mean  in  the  world,  but  in  the  State  of  New  York? 
A.  I  don't  know.     American  District  Companies  in  New  York? 

Q.  In  the  State  of  New  York.  A.  Well,  there  is  the  American 
District  Company  in  New  York,  some  up  the  State,  I  think,  scat- 
tered about  different  places  —  I  don't  know.  I  don't  know  just 
exactly  how  many. 

Q.  Are  those  fully  owned  by  the  Western  Union  ?    A.  No. 

Q.  Are  they  mostly  owned  by  the  Western  Union  ?    A.  No. 

Q.  By  which  it  controls  them  ?    A.  No. 

Q.  How  about  the  one  in  New  York  city  ?  A.  That  is  entirely 
a  distinct  company. 

Q.  There  is  a  business  connection  ?  A.  There  is  a  contract  by 
which  they  collect  and  deliver  messages. 

Q.  What  is  that  contract,  briefly?  A.  Why,  briefly,  that  they 
shall  supply  the  boys  and  be  paid  so  much  after  collection  and  so 
much  for  delivery. 

Q.  What  do  you  pay  per  message  for  delivery  —  for  collection, 
in  New  York  city  ?    A.  About  four  cents. 

Q.  How  much  for  delivery  in  New  York  ?    A.  Three. 

Q.  Three  cents  for  delivery  ?    A.  Yes,  sir. 

Q.  And  four  for  collection  ?    A.  Yes,  sir. 

Q.  And  does  the  company  get  seven  cents  on  the  same  trip,  for 
delivering  and  collecting  a  message?  A.  Yes.  The  rate- is  paid 
per  message.    They  have  to  provide  efficient  service. 

Q.  Has  the  Western  Union  any  stock  in  that  company?  A. 
No,  sir. 
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Q.  The  New  York  ?    A.  No,  sir. 

Q.  Has  any  of  the  officers  of  the  Western  Union,  so  far  as  you 
know,  any  of  the  stock  of  that  company  ?    A.  Not  that  I  know. 

By  Chairman  Davis: 

Q.  So  that,  Mr.  Clark,  in  case  you  receive  a  message  over  the 
telephone  and  deliver  the  same  message  over  a  telephone,  you  make 
seven  cents  more  ?  A.  This  is  the  District  company  he  is  talking 
about  ? 

Q.  Exactly;  but  you  say  you  pay  the  District  Company  four 
cents  for  collecting  a  message  ?    A.  Yes. 

Q.  And  three  cents  for  delivery?    A.  Yes,  sir. 

Q.  Now,  if  I  telephone  a  message  to  your  office,  you  receive  it  ? 
A.  Yes. 

Q.  And  you  deliver  that  by  telephone,  then  you  save  that  seven 
cents,  do  you  not?  A.  Yes,  the  Western  Union  does,  of  course, 
because  the  District  Company  does  not  go  into  that  at  all.  Is  not 
that  true,  in  New  York  ?  I  am  not  very  conversant  with  the  de- 
tails of  that. 

Q.  Don't  you  know  that  that  is  true  ?  A.  Yes,  I  know  that  is 
true,  but  I  mean  of  the  relations  of  the  District,  did  you  say  that 
that  was  not  so  ? 

Q.  What  is  not  so  ?    A.  No,  it's  all  right. 

By  Mr.  Page  : 

Q.  Do  you  deliver  any  messages  in  New  York  city  by  telephone  ? 
A.  That  I  could  not  tell  you.  It  does  not  come  under  my  hands 
at  alL  ....'!'•.  ' ;    >J    ' 

Q.  Who  would  know  about  that  besides  Mr.  Fearon?  A.  As 
a  general  way,  we  deliver  messages  by  telephone,  of  course,  at  the 
request  of  any  one  who  has  a  telephone  connection  with  the  office ; 
that  is,  any  one  who  has  a  telephone. 

Q.  If  they  request  it?  A.  If  they  request  it,  but  we  always 
verify  that  by  sending  a  copy  of  the  message,  so  there  be  no 
mistake,  because  the  telephone  is  rather  a  treacherous  thing  to  re- 
ceive complicated  messages  from. 

Q.  Is  there  a  similar  company  in  Chicago?     A.  Yes,  sir. 
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Q.  Delivering  messages  ?    A,  Yes,  sir. 

Q.  In  which  the  Western  Union  has  no  interest  ?  A.  l^o^  none 
at  all. 

Q.  And  is  paying  the  same  amount  there  ?  A.  About  the  same^ 
I  think.    I  am  not  very  conversant  with  those  details. 

Q.  So  that  practically  25  per  cent,  of  the  entire  cost  of  trans- 
mission of  the  average  message  goes  to  the  American  District  Tele- 
graph Company  for  collecting  and  distributing,  or  collecting  and 
delivering  it  ?    A.  On  those  figures,  yes,  that  would  be  true. 

Q.  Well,  those  figures  are  correct,  are 'they  not?  A.  Yes,  I 
think  so. 

Q.  How  does  the  investment  of  the  American  District  Telegraph 
Company  or  Companies  compare,  in  your  opinion,  with  the  in- 
vestment of  the  Western  Union  ?  A.  So  far,  I  think,  the  Ameri- 
can District  Telegraph  Company  of  New  York  pays  only  about  2 
per  cent. 

Q.  What  is  their  investment  ?  A.  I  don't  know.  I  am  not  an 
officer  of  it,  and  I  don't  know  just  about  the  figures  of  it. 

Q.  Do  you  know  who  any  of  the  officers  of  that  company  are  ? 
A.  What,  the  American  District  Company  ? 

Q.  Yes.  A.  Of  New  York  ?  I  guess  Colonel  Clowry  is  presi- 
dent. 

Q.  So  you  would  judge  that  he  must  be  a  stockholder,  would 
you  not  ?    A.  He  might  be. 

Q.  Don't  you  think  he  is,  as  a  matter  of  fact?  A.  I  suppose 
he  is  qualified  to  act. 

Q.  He  must  have  one  share  to  qualify  him  ?  A.  Yes,  something 
of  that  sort. 

Q.  You  have  not  any  idea  who  owns  the  control  of  that -com-* 
pany  ?  A.  I  don't  know  anything  about  it,  I  have  nothing  to  do 
with  it  at  all. 

Q.  You  never  have  had  anything  to  do  with  it?  A.  No,  sir. 
Never  was  an  officer  of  it. 

Q.  Except  to  make  contracts  with  it?  A.  The  contract  was 
made  in  the  usual  way,  yes. 

Mr.  Page:  That  is  all,  unless  the  Chairman  has  something 
further  to  ask. 

Chairman  Davis  :  I  have  nothing  further  now. 
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A.  R.  Bbewee/ being  duly  sworn,  testified  as  follows: 

By  Mr.  Page  : 

Q.  Mr.  Brewer,  you  are  treasurer  of  the  Western  Union  Tele- 
graph Company  ?    A.  Yes,  sir. 

Q.  And  have  been  for  how  long  ?    A.  One  year. 

Q.  Were  you  connected  with  the  company  previous  to  that 
time?    A.  Since  1865. 

Q.  In  what  capacity  ?  A.  As  operator,  office  manager,  superin- 
tendent's clerk,  secretary  and  finally  treasurer. 

Q.  How  long  were  you  secretary?     A.  Thirty-three  years. 

Q.  Did  you,  as  treasurer,  figure  out  the  amount  of  those  in- 
comes earned  within  the  State  of  New  York  amounting  to 
$1,061,935.42  ?    A.  iJTo,  sir. 

Q.  You  had  nothing  to  do  with  that  ?    A.  K'othing  at  all. 

Q.  Mr.  Clark  said  you  would  explain  the  item  of  stock  author- 
ized and  not  yet  issued,  amounting  to  251,829  shares.  A.  That  is 
$25,000,000,  and  that  was  authorized  for  the  purpose  of  exchange 
for  convertible  bonds. 

Q.  And  what  about  the  remaining  1,829  shares?  A.  That  was 
previously  authorized,  years  before.  I  think  that  is  a  residue  that 
hung  over  from  previous  authorizations. 

Q.  That  is  the  balance  of  the  $100,000,000?  A.  I  think  so, 
yes,  sir. 

Q.  Were  you  in  your  office  at  the  time  of  the  sale  of  the  New 
York  Telephone  Company  stock  that  was  previously  held  by  the 
Western  Union?     A.  Yes,  sir. 

Q.  Can  you  tell  the  amount  that  was  paid  for  it,  the  amount  the 
Western  Union  received?  A.  I  don't  remember  the  amount 
exactly. 

Q.  You  have  an  entry  in  your  cash  account,  or  your  ledger, 
showing  that  amount,  have  you  not  ?    A.  Yes,  sir. 

Q.  Can  you  tell  what  book  it  is  in  ?  A.  No,  I  can  not.  I  can 
tell  what  the  amount  is  by  looking  at  the  records,  but  I  don't  carry 
it  in  my  mind. 

Q.  Well,  I  say,  you  have  some  book  that  shows  the  amount  that 
was  paid  ?    A.  Yes,  sir. 
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Q.  Can  you  remember  what  book  it  is  ?    A.  No. 
Q.  Is  it  the  general  ledger  or  the  cash  book  ?    A.  I  don't  know 
what  book  it  is  in. 

By  Chairman  Davis  : 

Q.  Did  you  make  the  entry  ?    A.  No,  I  did  not  make  the  entry. 

By  Mr.  Page  : 

Q.  Who  did?    A.  I  suppose  the  bookkeeper  in  the  treasurer's 
office  made  it. 

Q.  That  is,  the  bookkeeper  in  your  office?     A.  In  my  offices, 
yes,  sir. 

Q.  So  that  you  could  find  the  book  that  contains  that  entry? 
A.  Yes,  sir. 

Q.  Will  you  find  it  and  produce  it  before  the  Committee  with 
out  a  subpoena  ?    A.  Yes,  sir. 

Q.  You  are  going  to  be  in  New  York  right  along  for  some  time  t 
A.  I  will  be  right  here. 

Q.  So  you  will  come  without  a  subpoena  if  you  are  notified  to 
appear  by  the  Committee?    A.  Yes,  sir. 

Q.  Either  on  Friday  of  this  week  or  some  day  next  week? 
A.  Yes,  sir. 

Mr.  Page  :  I  have  no  more  witnesses,  Mr.  Chairman,  to-day. 

The  Chairman:  We  will  adjourn    over    until    next    Friday 
morning. 

Adjourned  to  Friday,  January  21,  1910,  at  11  a.  m. 
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Chairman  Davis:  The  Committee  will  come  to  order. 

Clarence  H.  Mackay,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Mackay,  you  are  the  president  of  the  Commercial  Cable 
Company?    A.  I  am,  sir. 

Q.  The  Commercial  Cable  Company  is  owned  by  another  cor- 
poration or  partnership,  is  it  not  ?    A.  Trusteeship. 

Q.  A  trusteeship?    A.  Yes,  sir. 

Q.  And  that  is  known  as  what?    A.  The  Mackay  Companies* 
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Q.  But  that  is  not  a  corporation?    A.  No,  sir. 

Q.  Where  is  the  principal  oflSce  of  the  Mackay  Companies? 
A.  Boston,  Mass.,  sir. 

Q.  The  Commercial  Cable  Company  is  also  interested  in  as 
principal  holder  of  stock  of  some  dozens  of  corporations,  making  up 
the  Postal  Telegraph  system  ?  A.  Yes,  sir ;  I  think  in  the  neigh- 
borhood of  forty,  Mr.  Page. 

Q.  About  forty  ?    A.  I  should  say,  roughly  speaking. 

Q.  Included  in  that  number  is  the  operating  company  of  the 
State  of  New  York,  which  was  known  as  the  New  England  Tele- 
graph Company?    A.  I  believe  so. 

Q,  And  the  name  of  that  company  has  been  changed  within  a 
short  time  to  what?  A.  To  the,  I  think,  the  Transcontinental 
Telegraph  Company.  I  am  not  quite  clear  upon  that.  I  have  got 
a  memorandum  to  that  effect,  if  you  will  allow  me  to  refer  to  it. 

Q.  Passing  that  over  for  the  moment,  you  are  more  or  less 
familiar,  at  least  in  a  general  way,  as  the  head  of  the  Postal 
system,  with  the  operations  and  with  the  history  of  the  Postal 
Telegraph  system  ?    A.  Yes,  in  a  general  way. 

Q.  And  when  I  say  operations,  I  am  referring  to  the  practical 
operations  of  the  business  and  also  the  financial  operations? 
A.  Yes,  sir. 

Q.  Of  the  companies  making  it  up?     A.  Yes,  sir. 

Q.  Have  you  prepared  any  statement;  I  understand  you  have 
prepared  a  statement  covering  these  subjects  in  a  general  way 
which  you  would  like  to  read  to  the  Committee  ?  A.  I  should  like 
very  much  to  have  that  privilege,  Mr.  Page,  and  Mr.  Chairman. 

Q.  Have  you  a  manifold  of  your  statement,  an  extra  copy  of  it 
there  that  you  will  let  me  take  ?    A.  I  haven't  a  copy  — 

Mr.  Nat.t.y:  I  have  one.     (Handing  same  to  Mr.  Page.) 

Q.  If  you  will  read  it.  A.  Perhaj)s  in  connection  with  that, 
Mr.  (^ounsel,  I  may  outline  at  the  beginning  my  position  in  regard 
to  the  presidency  of  the  Postal  Telegraph  Company,  when  1  was 
elected  to  the  company,  and  my  duties  in  connection  with  it,  and  so 
forth,  and  then  give  you  a  general  history  — 

Q.  That  is  not  included  in  the  statement?  A.  No,  that  is  not 
included  in  the  statement. 

Q.  Preface  the  statement  with  any  remarks  that  you  please  in 
regard  to  that,  if  you  will.    A.  Certainly,  and  in  connection  with 
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the  question  which  I  was  unable  just  for  the  minute  to  answer 
because  I  was  not  very  familiar  with  it,  about  changing  the  name 
of  that  company,  I  have  incorporated  it  here  and  I  will  bring  it 
up  to  you  in  such  form  later  on  if  you  will  allow  me,  so  that  that, 
question  is  just  held  open  for  the  time  being. 

Q.  Until  that  comes  on  in  natural  order.  A.  Mr.  Counsel,  I 
was  elected  in  the  fall  of  1902  to  the  presidency  of  the  Postal 
Telegraph  Company  to  succeed  my  father,  and  since  that  time  I 
have  been  actively  engaged  in  the  telegraph  business.  My  duties 
in  connection  with  this  office  consist  of  general  supervision  of  the 
company's  affairs,  directing  its  policies,  taking  care  and  passing 
upon  es^ti mates,  seeing  that  the  lines  are  maintained,  the  land 
lines,  in  their  highest  state  of  efficiency,  seeing  that  the  character 
of  the  service  is  satisfactory,  and  especially  that  the  public  is 
treated  with  all  due  courtesy  and  consideration  by  its  employees. 
In  connection  with  this  I  may  add  that  I  have  to  travel  a  good 
deal  through  the  coimtry  inspecting  the  company's  land  lines  and 
local  companies.  Recently  1  have  just  completed  an  8,000  miler 
trip  from  coast  to  coast,  inspecting  the  company's  properties.  The 
many  ramifications  of  so  large  a  system  as  wo  have  and  the  details, 
especially  as  affecting  subsidiary  companies,  T  leave  to  the  heads  of 
the  various  departments.  If  you  will  permit  me  I  will  now  read 
a  statement  that  I  have  prepared  myself,  after  a  great  deal  of 
work;  I  made  it  because  a  great  many  questions  involved  in  it 
dealing  with  the  early  history  of  the  Postal  Telegraph  Company 
and  its  subsidiary  companies,  and  also  my  father's  connection  with 
it  —  I  did  this,  as  I  wished  to  go  back  and  get  into  as  thorough 
touch  with  the  company's  developments  as  I  could,  because  I  felt 
it  would  be  of  use  and  information  for  the  Committee,  so  with  your 
permission  I  will  now  read  it. 

Q.  Yes.  A.  Early  in  the  year  1881  the  Western  Union  Tele- 
graph Company,  under  the  leadership  of  Mr.  Jay  Gould,  acquired 
control  of  all  the  commercial  telegraph  lines  in  the  United  States*. 
The  smaller  companies  that  had  previously  been  built  up  had 
proved  unprofitable  and  impossible  of  permanent  maintenance, 
every  one  of  them  having  been  founded  upon  mistaken  notions  of 
living  on  local  business  and  of  various  so-called  improvements  in 
methods  of  transmission,  reduced  rates,  rebates  and  other  forms 
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of  bidding  for  business,  which  soon  proved  to  be  ruinous;  or  upon 
a  speculative  plan  not  designed  to  be  permanent,  but  to  do  the  most 
harm  in  the  shortest  time  for  the  purpose  of  being  "  bought  oflF." 
The  most  available  routes  for  the  construction  of  telegraph  lines 
between  principal  points  had  been  occupied;  rights  of  way  had 
become  difficult  and  expensive  to  obtain;  the  telephone  was  just 
beginning  to  assume  other  than  local  importance  and  by  many 
people  was  already  deemed  such  a  strong  competitor  for  the  trans- 
mission of  intelligence  as  to  seriously  threaten  at  least  the  growth 
of  the  telegraph.  Under  such  circumstances  it  was  a  common 
belief  on  the  part  of  the  public,  and  also  of  many  of  the  best  in- 
formed telegraph  managers  and  employees,  that  competition  in 
the  business  was  at  an  end;  that  no  capital  would  be  found  to 
undertake  the  building  of  new  lines,  and  that  no  telegraph  officers 
having  the  necessary  experience  and  ability  to  conduct  the  busi- 
ness successfully  would  hazard  their  reputation  by  entering  upon 
so  hopeless  an  enterprise.  i^Tevertheless,  the  demand  for  compe- 
tition, and  the  growing  requirements  of  the  public,  the  disposition 
to  exploit  new  systems  of  transmission,  together  with  purely  specu- 
lative enterprises,  resulted  in  building  up  Ix^tween  the  years  ISSl, 
1882,  1883,  1884  and  1885  a  more  extensive,  diverse  and  damag- 
ing competition  than  had  ever  before  existed.  The  Mutual  Union, 
the  American  Eapid,  the  Bankers  and  Merchants,  the  Baltimore 
and  Ohio,  the  Southern,  the  Board  of  Trade,  the  Pacific  Mutual, 
and  the  original  Postal  were  among  the  most  extensive  and  im- 
portant of  the  corporations  that  were  formed,  and  all  were  com- 
peting with  each  other  as  well  as  with  the  Western  Unicm  Com- 
pany in  the  most  wasteful  manner.  In  this  almost  chaotic  condi- 
tion of  affairs  of  the  telegraph  my  father,  John  W.  Mackay,  came 
into  the  control  of  the  property  bearing  the  Postal  name.  Having 
his  own  ideas  of  the  usefulness  of  the  telegraph  he  set  alx>ut  to 
establish  a  competitive  telegraph  and  cable  system  on  a  permanent 
basis,  and  he  did  so.  He  built  rapidly  and  built  good  lines  in  all 
directions.  The  Postal  Company  was  organized  in  188G,  and 
immcdiat(»ly  began  to  build  telegraph  lines  and  also  purchased 
various  lines  (or  companies)  which  had  become  insolvent.  I 
will  stop  here  and  say  that  T  understand  that  Mr.  Xally  has  got 
certain  information  for  you  in  regard  to  the  records  of  the  early 
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history  of  the  Postal  Telegraph  and  various  connections  leading 
up  to  this  point,  so  I  will  not  repeat  it  here,  because  he  has  full 
information  on  the  subject  and  is  ready  to  submit  it  to  you,  I  think, 
to-day  or  to-morrow. 

Q.  He  stated  he  would  submit  it  this  afternoon.  A.  It  began 
business  with  lines  between  Xew  York  and  Chicago,  Xew  York 
and  Washington,  Buffalo  and  Pittsburg,  Chicago  and  St.  Louis, 
and  various  other  less  important  lines.  The  rates  were  very  high. 
The  Postal  Company  began  a  stormy  existence  by  being  met  with 
a  war  of  telegraph  rates.  Prior  to  its  entry  into  the  telegraph 
field  the  rates  were  very  high,  which,  in  addition  to  the  service 
rendered  by  the  monopolistic  company,  was  the  subject  of  universal 
complaint.  Mr.  Chairman,  I  prepared  a  table  here  of  the  various 
rates  and  so  forth,  and  I  do  not  want  to  take  up  the  Committee's 
time  by  reading  it. 

Chairman  Davis  :    It  will  be  made  part  of  the  record. 

A.  (Continuing.)  The  following  table,  setting  forth  the  rates 
before  and  after  the  telegraph  war,  whereby  millions  of  dollars 
annually  were  saved  to  the  people  of  the  United  States  from  the 
reductions,  speaks  for  itself: 


New  York  and  Arkansas  .... 

.   $1.00 

Present  rate. 

.$0.60 

New  York  and  California  .  .   . . 

.      1.50 

Present  rate. 

.    1.00 

New  ifork  and  Colorado 

.      1.25 

Present  rate. 

.      .75 

New  York  and  Idaho 

.      1.50 

Present  rate. 

.   1.00 

New  York  and  Kansas 

.      1.00 

Present  rate. 

.      .60 

New  ifork  and  Louisiana  .  .   . , 

.      1.00 

Present  rate. 

.      .60 

New  York  and  Minnesota  .  .   .  . 

.      1.00 

Present  rate. 

.      .60 

New  York  and  Montana 

.      1.50 

Present  rate. 

.      .75 

New  York  and  Nebraska  .  .    . , 

.      1.00 

Present  rate. 

.      .60 

New  York  and  North  Carolina 

.75 

Present  rate. 

.      .50 

But  I  will  say,  in  »hort,  a  detailed  comparison  of  the  present 
rates  with  those  in  force  in  the  early  eighties  would  probably  show 
reductions  from  20  to  50  per  cent.,  which  can  only  be  attributed 
to  the  competition  of  the  Postal  Telegraph  Company.  With  the 
lines  I  have  mentioned  above  as  a  nucleus,  the  company  went 
ahead  and  constructed  various  lines  and  made  various  connecting 
line  contracts,  and  purchased  the  property  and  franchises  of  the 
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Michigan  Postal  Telegraph  Company,  and  a  line  between  Pitts- 
burg, Cincinnati  and  Indianapolis,  and  acquired,  through  pur- 
chase of  stock,  the  lines  of  the  Pacific  Mutual  Telegraph  Com- 
pany, the  Board  of  Trade  Telegraph  Company,  the  Pacific  Tele- 
graph Company,  and  various  other  companies,  besides  building  a 
great  many  lines  itself  in  different  parts  of  the  country.  The 
company  has  continued  to  extend  its  lines  by  constructing  for  itself 
and  by  purchasing  various  properties  from  time  to  time.  It  has 
been  absolutely  necessary  to  maintain  the  corporations  of  which 
ownership  was  acquired,  as  separate,  corporate  entities,  and  to 
form  new  corporations  in  States  where  the  property  was  not  al- 
ready owned  by  a  local  corporation,  and  to  have  each  company 
own  and  operate  the  property  in  the  State  in  which  it  is  organ- 
ized. For  a  number  of  reasons,  this  policy  has  been  necessary, 
among  them  being  that  new  telegraph  companies  were  obliged  to 
build  their  lines  along  highways,  the  Western  Union  having  prac- 
tically monopolized  the  rights  of  waj^  along  railroads  under  exclu- 
sive contracts  with  railroads,  and  were  frequently  compelled  to 
condemn  rights  of  way,  especially  where  lines  were  constructed 
off  of  the  highways,  or  where  it  was  necessary  to  obtain  a  right  of 
way  on  railroads,  and  were  forced  to  comply  with  ordinances  in 
various  cities  in  order  to  build  lines  on  the  streets.  The  Western 
Union  obtains  entrance  into  cities  and  towns  via  the  railroads  — 
that  is,  by  their  connections  with  the  railroads.  In  a  great  many 
States,  city  ordinances  are  granted  only  to  domestic  corporations, 
and.  only  domestic  corporations  may  condemn  rights  of  way.  In 
short,  the  State  laws  have  constrained  us  to  maintain  these  local 
companies.  For  instance,  it  was  necessary  between  the  years  1899 
and  1901  to  build,  or  rather  lo  incorporate  five  different  companies 
in  connection  with  the  building  of  a  line  from  Denver  westward, 
in  Colorado,  Wyoming,  Montana,  Idaho  and  Utah.  When  these 
companies  commenced  condemnation  proceedings,  in  order  to  ob- 
tain rights  of  way,  the  good  faith  of  their  organization  was  at- 
tacked ;  but  the  United  States  Court  held  that  they  were  properly 
and  regularly  organized.  Having  been  forced  to  establish  local 
companies,  we  feel  that  it  is  our  legal  duty  to  operate  them,  not  as 
mere  dummies,  but  as  going,  solvent,  bona  fide  corporations,  own- 
ing and  operating  their  own  property  and  keeping  their  o\\ti  sepa- 
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rate  accounts.  If  each  of  these  companies  operated  by  itself  alone, 
without  favorable  and  friendly  connections,  none  of  them  could 
exist,  but  would  become  insolvent.  That  is  practically  the  history 
of  the  telegraph  in  this  country,  Mr.  Chairman.  Therefore,  these 
various  companies  have  entered  into  contract  relations  with  each 
other,  under  which  each  company  receives  its  proper  proportion 
of  the  tolls  of  the  interstate  business  handled  by  it,  the  latter  based 
upon  mileage,  distance,  local  conditions,  and  so  forth,  and  so  forth, 
which  proportion  is  based  upon  and  is  commensurate  with  the  work 
performed  by  it  in  connection  with  such  handling.  Of  course,  the 
percentage  of  tolls  going  to  each  company  handling  interstate 
business  must  vary,  because  the  cost  of  handling  business  varies 
according  to  distances,  and  local  conditions  and  circumstances. 
For  example,  it  is  much  more  costly  to  maintain  a  telegraph  line 
across  the  western  desert,  where  transportation  of  men  and  material 
is  diflScult  and  expensive  and  the  cost  of  living  is  high,  and  the 
amount  of  telegraph  business  small,  than  it  is  to  maintain  a  line 
through  a  thickly  populated  region,  where  material  and  supplies 
may  be  readily  and  cheaply  obtained.  Climatic  conditions  also 
aflFect  the  cost  of  maintenance.  For  instance,  the  expense  of  main- 
taining lines  in  what  is  known  as  the  "  sleet  belt,"  around  Chicago 
and  Buffalo,  is  very  high  compared  with  the  expense  of  maintain- 
ing lines  in  other  sections  where  sleet  is  unusual  or  unknown  or 
practically  unknown.  Then,  sometimes  the  whole  line  is  wrecked, 
as  at  Washington,  during  the  inauguration  last  March,  and  near 
Boston  three  weeks  ago,  and  between  Buffalo  and  Erie  about  ten 
days  ago,  where  we  lost  150  miles  of  line,  from  sleet.  A  detailed 
history  of  all  of  the  companies  that  are  maintained  as  corporate 
entities,  but  that  arc  exchanging  interstate  telegrams,  and  are 
carrying  on  business  under  the  same  name  or  similar  names,  in 
order  to  preserve  the  good  will  and  to  identify  them  in  the  minds 
of  the  public  as  companies  connecting  with  each  other,  would  fill 
a  large  volume,  even  if  it  were  possible  to  compile  it.  It  would  be 
quite  impossible  to  compile  such  a  detailed  history  at  this  time, 
both  because  the  original  records  are,  in  many  cases,  meagre  (like 
Mr.  Nally  will  show  in  his  statement),  or  have  been  lost,  and 
because  —  and  which  information  can  be  obtained  only  from  the 
various  State  records,  because  the  existing  records  of  the  respective 
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corporations  are  scattered  throughout  the  United  States  in  the 
respective  State  headquarters  of  these  companies,  and  much  of  the 
information  can  be  obtained  only  from  State  records.  That  is  as 
far  as  the  early  history  and  the  general  conditions  goes,  as  I  have 
outlined  them.  As  I  say,  there  are  various  other  matters  con- 
nected with  the  early  history  in  the  early  eighties  that  Mr.  Kally 
is  obtaining  for  you.  Answering  your  question  about  the  Xew 
England  Telegraph  Company,  about  the  new  name,  shall  I  answer 
that  now  ? 

Q.  Yes.  A.  I  would  like  to  say  that  the  recent  statement  in  the 
press  that  the  change  of  the  name  of  the  Xew  England  Telegraph 
Company  to  the  Transcontinental,  as  part  of  the  combination,  is 
incorrect ;  confusion  has  resulted.  I  understand  that  the  Commis- 
sion expressed  at  the  beginning,  doubt  as  to  the  possibility  of  there 
being  confusion  in  the  minds  of  the  public  on  account  of  this  Xew 
England  Company  doing  business. 

Q.  I  hardly  think  there  was  any  expression  of  opinion  in  regard 
to  it  by  the  Committee.  The  question  was  asked  as  to  why  it  was. 
A.  I  understood  it  from  Mr.  Cuyler,  that  is  why  I  brought  it  up 
at  this  time. 

Q.  Then  you  come  down  to  a  sub-heading,  "  Present  competi- 
tion." A.  Yes.  I  wish  to  make  that  statement;  I  did  not  know 
whether  you  were  going  to  lead  up  to  that  and  ask  me  certain 
questions,  but  if  it  is  entirely  agreeable  to  you,  I  will  go  ahead  and 
finish  it. 

Q.  Finish  the  statement  just  as  it  is.  A.  All  right,  sir;  thank 
yon.  Knowing  the  vital  interest  of  the  public  in  the  maintenance 
of  competition,  I  wish  to  make  the  statement  that  the  Postal  Com- 
pany has  been  free  and  independent  from  the  time  of  its  organiza- 
tion in  1880,  and  proposes  to  remain  so.  It  has  not  the  slightest 
influence  or  control  over  the  American  Telephone  and  Telegraph 
Company,  or  the  Western  Union  Telegraph  Company.  It  took 
no  part  in  the  recent  purchase  of  the  Western  Union  Telegraph 
Company  by  the  American  Telephone  and  Telegraph  Company, 
and  was  not  consnUed,  and  knew  nothing  about  it,  until  after  it 
had  been  ncconii)lished.  The  Postal  Com])any  will  now  have  to 
compete  with  both  of  them  instead  of  competing  with  the  Western 
Union  alone  as  heretofore.    I  would  again  say  there  has  never  been 
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a  time  in  the  history  of  the  Postal  Company  that  it  has  not  com- 
peted, and  I  wish  to  repeat  again,  Mr.  Chairman,  that  this  com- 
petition will  continue;  we  shall  not  take  part  in  the  com- 
bination, and  we  feel  confident  that  we  shall  be  able  to  retain  our 
telegraph  business,  and  even  to  increase  it  gradually,  by  extensions 
and  good  service.  We  have  great  trouble  in  obtaining  rights  of 
way  on  railroads  over  the  pathless  deserts  of  the  west,  where  there 
are  no  highways  on  which  to  erect  our  lines.  Whenever  we  attempt 
to  condemn  a  right  of  way  on  railroads  in  those  paths  of  the  coim- 
try,  our  competitors'  lawyers  appear  in  behalf  of  the  railroad  com- 
pany, and  place  every  obstacle  in  our  way.  This  is  due  to  so-called 
exclusive  rights  which  have  been  given  by  the  railroads  to  the 
Western  Union,  and  although  those  exclusive  rights  have  been 
declared  illegal  by  all  the  courts,  nevertheless,  the  railroads  allow 
the  Western  Union  attorneys  to  oppose  our  condemnation  proceed- 
ings. However,  we  are  gradually  forcing  our  way  and  are  build- 
ing new  lines  to  keep  pace  with  the  development  of  the  country, 
especially  in  the  far  West.  During  this  past  fall,  we  built  an 
entirely  new  pole  line  on  a  new  route  from  Sacramento,  Cali- 
fornia, to  Reno,  Nevada,  crossing  the  Sierra  Nevada  Mountains, 
and  for  many  months  past  we  have  been  trying  to  make  progress 
in  condemnation  proceedings  to  acquire  a  right  of  way  eastward 
from  Keno  to  Salt  Lake  City;  that  question  is  up  before  the  courts 
out  there  at  present,  and  as  soon  as  Ave  do  acquire  that  right  of  way, 
we  shall  at  once  build  that  line  across  the  great  American  desert, 
and  that  will  give  us  an  additional  route  to  the  Pacific  coast ;  that 
is,  practically  from  San  Francisco  to  Keno,  and  from  Keno  to  Salt 
Lake,  that  is  811  miles.  In  connection  with  these  railroad  matters, 
Mr.  Chairman,  I  would  also  like  to  state  our  position  in  regard 
to  old-time  contracts  with  railroad  companies;  that  is,  that  we  are 
no  longer  seeking  the  old-time  contract  with  railroad  companies, 
under  which  the  telegraph  company  furnished  everything,  and  we 
received  little  or  nothing  outside  of  a  right  of  way  in  return;  and 
we  also  find  that  our  freedom  from  those  contracts,  and  the  large 
amount  of  free  telegraph  service  furnished  to  railroad  companies 
under  them,  enables  us  to  keep  our  wires  free  from  the  great  bur- 
den of  railroad  dead-head  business,  and  thus  enables  us  to  give  a 
much  faster  and  more  satisfactory  service  than  we  could  give  if 
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our  wires  were  choked  with  railroad  dead-head  business.  But  we 
are  seeking,  and  we  are  making  from  time  to  time,  what  we  call 
connecting-line  arrangements  with  railroad  companies,  for 
instance,  with  the  Canadian-Pacific  Railroad  Company,  the  Penn- 
sylvania Kailroad  Company,  east  of  Pittsburg,  where,  under  joint 
and  equitable  arrangements  for  exchange  of  traffic,  we  are  able  to 
extend  our  service  into  remote  sections  of  the  coimtry  where,  under 
other  conditions,  it  would  be  impracticable  to  do  so.  The  Postal 
is  the  only  company  that  has  ever  succeeded  in  competing  with  the 
old  land-line  telegraph  monopoly,  and  it  has  done  so  for  twenty- 
five  years.  If  the  Postal  Company  were  united  with  the  telephone 
and  Western  Union,  there  would  never  be  another  competing  tele- 
graph company,  because  no  telegraph  company  c^n  succeed  unless 
it  reaches  every  state  and  every  important  city  and  town,  and  not 
only  would  that  require  a  vast  sum  of  money,  but  it  would  be 
physically  impossible,  inasmuch  as  in  many  of  the  great  cities 
there  is  no  room  left  in  and  under  the  important  streets,  and 
entrance  could  not  be  obtained.  Between  many  of  the  important 
commercial  contres,  as,  for  instance,  between  New  York  and  Phila- 
delphia, it  is  im])()ssible  now,  except  at  prohibitive  cost,  to  find 
another  right  of  way  on  the  highways  for  a  through  line.  The 
Postal  Telegraph  Company  will  be  the  last  competitor  in  tele- 
graphy, and  when  that  competition  ceases,  there  will  be  a  choice 
only  between  monopoly  and  government  ownership.  With  your 
permission,  I  should  like  to  say  something  about  service. 

Q.  Certainly.  A.  We  claim  that  we  are  giving  the  fastest  and 
best  telegraph  S(»rvice  ever  given  in  the  world.  Good  telegraph 
service  is  given  in  some  j)arts  of  Euro])e,  but  the  conditions  there 
are  entirely  different,  and  the  distances  are  very  short,  especially 
in  England,  where,  I  think,  the  whole  length  is  about  600  miles. 
Furthermore,  short  distances  do  not,  in  Great  Britain,  for  instance, 
prevent  there  being  a  large  deficit  each  year  in  the  government 
telegraph  service,  which  the  government  has  to  pay.  I  understand, 
on  good  authority,  Mr.  Chairman,  that  the  deficit  last  year  for 
the  telegraph  service,  to  the  English  government,  was  four  and  a 
half  millions  of  dollars  net  loss.  I  thought  that  might  interest 
you.  But  in  this  country  we  have  vast  distances,  as,  for  instance, 
3,000  miles  from  Xew  York  to  San  Francisco,  and  the  competition 
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is  very  severe.  We  have  gradually  organized  our  force  and  in- 
creased the  efficiency  of  our  staff,  and  brought  our  equipment  up 
to  a  high  degree  of  efficiency,  and  except  in  time  of  storm  or  stress, 
or  some  unusual  calamity  affecting  our  lines,  our  facilities  and 
our  organization  are  such  that  we  are  handling  messages  from 
customer  to  customer,  between  all  important  points  in  some  twenty 
minutes,  and  as  a  rule,  we  make  even  better  time,  and  by  import- 
ant points  —  I  mean  coast  to  coast,  San  Francisco  to  New  York, 
we  exchange  between  2,500  and  3,000  messages  every  day;  be- 
tween New  York  and  Chicago,  we  exchange  between  4,000  and 
6,000  messages  every  day,  and  so  forth,  and  so  forth,  and  those 
are  quite  long  distances.  We  are  giving  this  fast  service  between 
all  the  larger  commercial  centres,  and  are  extending  it  further. 
We  find,  too,  that  this  very  vast  service  between  the  larger  centres 
has  improved  wonderfully  the  service  to  the  smaller  places;  that 
is,  it  has  accelerated  it  in  every  direction,  because  the  momentum 
of  the  fast  business  carries  forward  the  entire  business.  That  is, 
all  of  the  main  features. 

Bv  Chairman  Davis  : 

Q.  Mr.  Mackay,  do  you  expect  that  the  telepost  companies  will 
ever  be  a  competitor  to  the  telegi'aph  ?  A.  There  is  no  telling  what 
scientific  achievements  may  develop;  in  regard  to  that  particular 
company,  we  have  not  the  slightest  fear. 

Q.  They  make  some  claim,  do  they  not,  that  they  are  more  rapid 
than  the  telegraph?  A.  I  have  seen  several  pamphlets  to  that 
effect,  but  only  as  far  as  pamphlets  are  concerned.  I  have  never 
seen  the  commercial  results. 

Q.  Have  you  ever  investigated  it  ?  A.  We  have  a  committee  on 
inventions  for  anything  that  may  come  up  that  may  improve  the 
service;  we  have  a  special  committee  appointed  to  look  into  all 
these  companies.  That  is  about  the  summary  of  it,  as  I  remem- 
ber it. 

Q.  Do  you  not  believe  that  a  reduction  in  rates  would  secure 
you  more  business;  there  is  an  imderstanding,  is  there  not,  be- 
tween your  company  and  the  Western  Union,  as  to  rates?  A. 
There  is  no  more  understanding  between  the  two  companies,  than 
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there  is  between  two  railroads  competing  to  a  certain  point;  for 
instance,  take  the  Pennsylvania  or  the  New  York  Central  — 

Q.  Your  rates  are  the  same,  are  they  not  ?  A.  Yes ;  they  have 
to  be. 

Q.  The  rates  are  not  the  same  on  the  New  York  Central  and 
the  Lackawanna,  between  New  York  and  Buffalo  ?  A.  No,  sir ;  in 
this  instance,  our  rates  are  the  same  as  the  Western  Union.  The 
same  conditions  practically  affect  both  companies ;  the  same  char- 
acter of  business. 

Q.  So  far  as  competition  is  concerned,  if  you  could  reduce  your 
rates,  you  would  get  most  of  the  business,  would  you  not?  A. 
Well,  we  might,  but  it  would  all  depend  on  what  it  costs  us  to 
handle  that  business.  It  might  be  very  expensive.  We  might 
have  to  go  to  the  poor  house  in  the  meanwhile. 

Q.  On  account  of  such  a  large  business  increase  ?  A.  I  did  not 
quite  catch  that,  sir. 

By  Mr.  Page  : 

Q.  The  Telepost  Company  is  a  company  exploiting  a  scheme 
for  transmitting  1,000  or  2,000  words  a  minute?  A.  Their  claims 
are  also  pretty  rapid,  I  know;  very,  very  large. 

Q.  Do  you  think  the  claim  is  as  rapid  as  the  machine  ?  A.  I 
think  they  both  move  pretty  fast;  it  is  hard  to  tell  which  has  got 
the  precedence. 

Q.  Is  it  an  ordinary  incident  of  your  business  to  have  so  much 
business  that  you  would  require  so  rapid  a  machine?  A.  Well, 
that  all  depends  on  the  handling  between  certain  centres  and  the 
volume  of  traffic,  and  the  cost  at  which  it  can  be  handled. 

Q.  That  is  what  I  am  inquiring  about;  is  the  volume  of  traffic 
ordinarily  so  great  that  you  would  require  a  machine  sending 
1,000  or  2,000  words  a  minute,  in  order  to  dispatch  the  business? 
A.  If  we  found  that  it  was  profitable,  we  would  most  certainly 
acquire  it,  and  be  glad  to  do  so. 

Q.  You  have  business  enough  so  that  you  could  keep  a  machine 
like  that  working  continuously?  A.  Well,  I  would  not  like  to  say 
that,  because  only  between  certain  centres,  regarding  the  regula- 
tion of  the  traffic,  I  am  not  very  familiar  with  so  intricate  a  ques- 


No.  38.]  695 

tion  as  that,  but  I  would  be  glad  to  get  you  the  information  on  it, 
Mr.  Page,  if  you  would  like  to  have  it.  For  instance,  may  I  cite : 
We  had  the  Roland  machine,  which  was  octoplex,  sending  four 
messages  the  same  way  between  here  and  Boston,  approximately 
300  miles,  and  we  tested  it  out  very  carefully  and  very  thoroughly 
for  about  two  and  a  half  years,  and  we  found  only  under  certain 
conditions  that  it  would  pay  us  to  have  that  machine  day  in  and 
day  out,  commercially,  which  is  always  the  test  in  our  business; 
we  found  it  was  too  expensive,  and  we  gave  it  up.  I  mention  that. 
I  don't  want  to  appear  as  if  I  was  saying  anything  detrimental 
to  the  interests  of  the  Roland  Company,  but  that  is  exactly  what 
the  fact  is ;  exactly  .what  occurred.  Does  that  help  to  answer  the 
question  ? 

Q.  Yes,  that  is  the  idea.  There  is  not  business  enough  to 
require  a  machine  like  that  to  dispatch  it  ?    A.  No,  sir. 

Q.  With  the  slower  devices  you  can  transmit  the  messages  prac- 
ticallv  as  thev  are  filed  ?  A.  Practicallv  as  thev  are  filed  and  more 
accurately ;  and  much  less  danger  of  mistake. 

By  Chairman  Davis: 

Q.  But  with  rapid  facilities  you  would  be  enabled  to  reduce 
your  rates,  wouldn't  you?  A.  Well,  we  might  in  time,  just  like 
we  reduced  them  in  the  early  eighties,  but  that  is  a  question  of 
extensions  and  everything  else,  and  a  question  of  cost.  I  think 
we  might  in  time. 

Q.  There  is  a  general  prevailing  opinion  by  the  people  that 
your  rates  arc  too  high,  especially  since  you  have  increased  thera 
recently,  and  if  it  is  possible  for  your  company,  or  any  other  tele- 
graph company,  to  adopt  some  new  system  or  new  machines 
wherebv  the  business  can  be  transacted  and  conducted  at  a  lower 
rate,  giving  the  people  the  benefit,  it  seems  to  me  that  it  is  the 
duty  of  the  company,  from  the  public  utility  standpoint,  to  secure 
the  very  best  up  to-date  mechanism  for  that  purpose.  A.  Mr. 
Chairman,  we  are  always  working  in  that  direction.  As  I  say,  we 
have  that  committee  specially  appointed  to  investigate  all  those 
matters.  You  must  also  remember  that  the  cost  has  gone  up  tre- 
mendously. Poles  that  were  worth  $1  are  now  worth  $3;  some 
things  have  gone  up  from  100  to  150  per  cent.;  labor  and  trans- 
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portation  and  bo  forth  have  gone  up  30  and  40  per  cent.,  and  so 
forth;  and  from  our  construction  department  we  can  give  you 
figures;  and  I  would  be  glad  to  do  so;  but  I  wish  to  say,  Mr. 
Chairman,  that  we  are  bending  all  our  energies  in  the  direction  of 
giving  the  best  service,  and  leaving  no  stone  unturned  to  get  the 
best  instruments  and  best  devices  possible  to  get  that  result. 

By  Mr.  Page: 

Q.  Is  there  any  particular  hour  of  the  day  when  your  business 
is  greater  than  it  is  during  the  remaining  portion  of  the  twenty- 
four  hours  ?  A.  Well,  the  heavy  business,  I  should  say,  is  between 
9  to  perhaps  5  or  6  o'clock  in  the  evening.  Of  course,  it  depends 
on  circumstances. 

Q.  Is  your  business  about  imif orm  between  those  hours  ?  A.  It 
all  depends  on  conditions.  We  have  what  you  call  a  heavier  vol- 
ume at  that  time. 

Q.  Disregarding  incidents  like  national  or  State  conventions  — 
things  of  that  sort  —  the  ordinary  commercial  day,  is  the  business 
about  uniform  between  9  in  the  morning  and  6  at  night?  A.  I 
should  say  yes,  between  those  hours.  Of  course,  the  wires  at 
night  are  less  busy. 

Q.  The  New  York  office  of  your  company  is  the  largest  oflSce 
you  have?  A.  Yes,  sir;  253  Broadway,  the  Postal  Telegraph 
building. 

Q.  That  is,  in  reference  to  the  volume  of  business  done?  A. 
In  reference  to  the  volume  of  business  done.  You  mean,  as  re- 
gards everything  passing  through  that  oflSce  ? 

Q.  Yes.    A.  I  presume  that  it  is. 

Q.  Is  it  the  largest  office,  so  far  as  originating  business  is  con- 
cerned ?    A.  That  I  could  not  answer.     I  don't  know. 

Q.  Well,  it  is  probably  as  large  as  any  ?  A.  It  may  be  so,  sir. 
Chicago  is  very  large,  I  know;  and  Pittsburg  is  large,  and  two 
or  three  others,  but  I  really  don't  know  very  much  about  that.  I 
will  be  frank. 

Q.  What  I  was  getting  to  is  this :  During  the  busy  hours  of  the 
day,  how  long  a  time  usually  elapses  between  the  filing  of  a  mes- 
sage and  the  transmission  of  it?    A.  That  is,  between  the  actual 
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filing  and  the  transmission  ?  Do  you  mean  the  receipt  at  the  other 
end? 

Q.  Ifo,  I  mean  the  receipt  at  the  office  here.  How  long  a  time 
elapses  after  the  message  is  delivered  to  your  company  at  the  New 
York  office  before  it  is  being  sent  over  the  wires?  A.  That  is  a 
hard,  intricate  question  for  me  to  answer,  Mr.  Page,  because  it 
depends  a  good  deal  how  our  lines  are ;  I  mean,  if  they  are  in  good 
condition  and  so  forth.  Of  course,  there  may  be,  for  instance, 
messages  go  right  along  without  a  minute's  delay.  In  some  in- 
stances there  may  be  ten  or  fifteen  or  twenty  minutes,  but  it 
depends  on  the  condition  of  our  lines. 

Q.  If  your  lines  are  in  good  condition  and  haven't  been  broken 
down  by  snow  or  sleet  storms  ?  A.  No,  I  should  say  practically  no 
delay. 

Q.  Not  over  a  minute  ?    A.  A  minute  or  two,  maybe. 

Q.  A  minute  or  two  ?    A.  Yes,  sir. 

Q.  You  have  advertised  a  special  service,  have  you  not?  A. 
We  have,  sir. 

Q.  That  is  given  to  the  largest  cities?  A.  Yes,  between  the 
principal  important  points. 

Q.  That  was  quite  recently  extended  to  Syracuse  in  this  State  ? 
A.  I  think  it  was;  I  think  to  the  principal  cities  in  this  State; 
I  think  Syracuse  and  Rochester,  etc. 

Q.  And  just  what  is  that  service,  Mr.  Mackay?  A.  Well, 
we  — 

Q.  That  is,  what  does  the  telegraph  company  undertake  to  do 
in  regard  to  those  messages?  A.  Well,  it  is  simply  just  between 
certain  centers  we  congregate  our  wires,  so  to  speak,  that  anybody 
can  come  and  file  a  message  there.  In  other  words,  it  is  an  accelera- 
tion of  service.  I  mean  by  that  that  it  is  not  preferential  in 
any  way,  but,  of  course,  it  is  what  we  call  business  getting  between 
Syracuse  and  Rochester  and  New  York  for  certain  kinds  of  busi- 
ness, etc.  We  try  to  make  the  business  so  rapid  that  we  will  get 
it  as  against  the  other  company. 

Q.  That  is,  by  holding  your  rates  the  same  as  the  other  com- 
pany you  are  endeavoring,  by  better  service,  to  get  hold  of  busi- 
ness or  as  much  of  it  as  you  can  do  ?  A.  That  is  very  neatly  put, 
and,  I  should  say,  correct 
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By  Chairman  Davis: 


Q.  At  the  same  time  not  decreasing  the  profits?  A.  Well,  it 
is  very  expensive,  sir,  that  business. 

By  Mr.  Page: 

Q.  Does  that  apply  to  all  of  the  business  done  in  Syracuse,  or 
is  that  a  special  service  given  to  some  customers  of  the  company  ? 
A.  Oh,  no;  I  believe  it  applies  to  all  the  business  —  practically 
all  the  business,  as  far  as  I  know,  in  Syracuse. 

Q.  Outside  of  newspaper  business,  I  suppose?  A.  Well,  you 
know  they  get  very  cheap  rates,  anyway. 

Q.  The  newspapers  have  a  cheap  rate  and  ordinarily  a  special 
wire  ?    A.  Not  unless  they  lease  it  from  us. 

Q.  Except  by  lease  ?  A.  Unless  they  lease,  we  don't  give  it  to 
them. 

Q.  Their  messages  are  transmitted  in  order  the  same  as  com- 
mercial messages?  A.  I  believe  so,  sir.  I  mean  by  that,  Mr. 
Page  —  I  mean  there  are  a  good  many  of  these  questions  that  I 
am  endeavoring,  Mr.  Chairman,  to  answer  to  the  best  of  my  ability, 
but  I  would  like  to  have  the  privilege,  also,  in  case  I  have  made, 
involuntarily,  any  statement,  to  come  back  and  correct  it. 

The  Chairman:  I  assume  you  will  have  a  copy  of  the  stenog- 
rapher's minutes,  and  any  correction  you  may  desire  to  make  we 
give  you  that  privilege. 

The  Witness:  It  is  rather  out  of  my  department,  Mr.  Page, 
and  I  don't  know. 

Q.  Referring  again  to  the  special  service.  That  is  what  you  call 
the  twenty-minute  service  ?    A.  Yes,  sir. 

Q.  It  is  the  twenty-minute  service?  A.  Well,  yes,  it  is,  sir;  a 
large  part  of  it;  although  we  have  arranged  our  facilities  and  w© 
have  increased  our  whole  facilities  and  equipment  of  the  telegraph 
and  got  it  on  so  much  better  basis,  and  we  claim  we  give  faster 
service  than  ever  we  gave  before. 

Q.  I  wondered  if  you  have  to  have  any  special  mark  put  on 
the  message  to  be  sent  in  order  to  identify  it  as  a  message  to  be 
given  that  service  or  a  message  which  is  to  receive  that  service  f 
A.  I  don't  know,  sir ;  I  don't  know  personally. 
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Q.  Who  would  know  about  that  ?  A.  I  should  say  Mr.  Adams, 
second  vice-president  of  the  Postal  Telegraph  Company ;  Mr.  C.  C. 
Adams. 

Q.  The  Postal  Company  has  recently  adopted  a  new  form  of 
blank,  hasn't  it  ?    A.  I  believe  it  has,  sir,  yes. 

Q.  Was  there  any  particular  reason  for  that?  A.  No,  because 
we  always  like  to  make  our  blanks  as  attractive  as  we  can  and 
we  change  it  at  different  times,  and  we  wanted  to  make  them  uni- 
form. Just  like  our  offices,  for  instance;  we  are  trying  to  get  a 
uniform  signing  of  offices  so  that  the  Postal  name  shall  be  known 
as  a  trademark. 

Q.  Your  blanks  were  imiform  before,  were  they  not?  A.  Yes, 
we  embellished  them  and  tried  to  make  them  a  good  deal  more 
attractive.    Advertising  is  an  element. 

Q.  Nothing  considered  except  the  artistic  element?  A.  I  will 
say  the  business  getting. 

Q.  In  the  statement  which  I  have,  which  appears  to  be  very 
nearly  a  copy  of  the  one  which  you  read,  or  read  from,  I  find  a 
paragraph  in  regard  to  an  employees'  association.  Suppose  you 
read  that,  Mr.  Mackay.  A.  I  will  be  very  glad  to.  I  will  say, 
Mr.  Counsel,  that  I  left  that  out  because  I  was  afraid  I  was 
taking  up  too  much  of  the  time,  anyway.  One  of  our  methods  of 
improving  the  service  is  by  attaching  as  closely  as  possible  to  the 
Postal  Company  the  loyalty  and  enthusiasm  of  the  army  of  em- 
ployees which  that  company  has  throughout  the  United  States. 
We  have  done  this  by  an  employees'  association,  the  unique  and 
essential  features  of  which  are  that  there  are  no  dues  to  be  paid 
by  the  employees,  and  no  debts  are  to  be  incurred,  but  the  company 
itself  pays  to  the  members  of  the  association  or  their  beneficiaries 
certain  cash  allowances  in  case  of  their  sickness  or  death.  Prac- 
tically all  of  our  employees  have  become  members  of  this  associa- 
tion. The  plan  is  a  new  one  in  many  of  its  features,  and  has 
worked  harmoniously  and  to  the  great  satisfaction  of  the  employees 
and  of  the  company. 

Q.  I  was  about  to  ask  you  in  regard  to  the  details  of  that,  as 
to  whether  or  not  the  company  paid  in  for  each  member  a  certain 
amount  per  year  based  on  length  of  service?  A.  Yes,  it  is  prac- 
tically that ;  and  if  you  will  permit  me  I  will  submit  a  pamphlet 
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of  that  kind  which  can  express  very  much  more  clearly  the  aims 
of  the  association. 

Q.  I  think  it  would  be  very  enlightening  if  we  could  have  a 
copy  of  that.  I  suppose  the  association  has  certain  by-laws?  A. 
Yes,  sir ;  I  will  give  you  everything  in  connection  with  it. 

Q.  And  not  only  shows  how  the  fund  is  created,  but  also  how 
the  benefits  are  distributed  ?  A.  Yes,  sir.  If  you  will  allow  me  to 
ask  Mr.  Kally  I  will  tell  him  to  submit  that  to  you. 

Q.  While  I  have  it  in  mind,  I  would  like  to  ask  you,  Mr. 
Mackay,  what  you  have  to  say  of  the  principle  of  regulation  of 
public  service  corporations  by  the  State  or  by  the  national  govern- 
ment ?  It  is  a  question  of  principle  now,  not  involving  the  opera- 
tion ;  not  asking  if  regulation  shall  be  had ;  not  asking  how  it 
shall  be  had ;  merely  as  to  the  correctness  of  the  principle  of  regu- 
lation ?    A.  Well,  that  is  an  academic  question. 

Chairman  Davts:  I  rather  think  you  had  better  divide  vour 
question,  Mr.  Page. 

Q.  Well,  eliminate  the  federal  government,  if  you  please,  and 
give  us  the  Stiite  supervision,  applying  that,  of  course,  to  corpora- 
tions operating  within  the  State?  A.  It  all  resolves  itself  down 
to  the  theory,  Mr.  Counsel,  of  sane  and  proper  regulation. 

(J.  That  relates  to  the  application  of  the  principle?  A.  Ex- 
actly. The  principle  is  all  right  from  a  question  of  principle, 
perhaps  a  question  of  theory ;  but,  of  course,  you  can  hardly  answer 
one  without  answering  the  other,  because,  so  far  as  the  question 
of  operation  —  that  is  where  it  comes  in. 

Q.  As  the  head  of  the  Postal  system  you  are  willing  to  state 
that  the  theory  of  regulation  by  the  State  is  correct  and  proper? 
A.  Up  to  a  certain  extent  —  qualified. 

Q.  You  are  not  going  to  express  yourself  at  this  time  as  agree- 
ing with  all  of  the  methods  of  regulation  that  may  have  been  sug- 
gested, I  supi)ose  ?  A.  No,  sir ;  because  that  also  would  fill  a  large 
volume. 

Q.  My  question  related  merely  to  the  theory  of  public  regula- 
tion of  public  service  corporations,  and  that  is  governmental  regu- 
lation ?    A.  Exactly. 

Q.  And  that,  you  agree,  is  correct  in  principle?  A.  In  princi- 
ple, as  I  said,  qualified,  yes ;  up  to  a  certain  extent. , 
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Q.  But  as  to  how  that  principle  shall  be  applied,  your  opinion 
on  the  subject  differs  from  that  of  someone  else  who  was  figuring 
out  a  method  of  applying  the  principle  ?  A.  Yes,  I  think  so,  be- 
cause T  think  those  persons  who  are  engaged  in  a  particular  kind 
of  business  which  might  come  imder  that  head  would  be  more  apt 
to  know  it  than  the  mere  theorist.  Would  vou  like  to  have'  mv 
views  in  regard  to  the  public  service  ? 

Chairman  Davis:  Yes. 

Q.  Supix)so  you  give  that.  A.  I  wrote  them  out  purposely  so 
as  not  to  forget  them,  because  this  is  my  first  appearance  in  public, 
and  I  thought,  like  Mr.  Cuyler,  I  might  have  got  rattled.  As 
regards  the  Public  Service  Commission,  Mr.  Counsel,  I  wish  to 
say  that  I  have  no  objection  to  being  placed  in  the  Public  Service 
Commission  if  that  is  desired  bv  the  State.  I  would  call  attention 
to  the  fact  that  the  telegraph  business  is  very  much  different  from 
the  telephone  business,  inasmuch  as  seven-eighths  or  ST^/o  per  cent, 
of  the  telegraph  business  of  New  York  State  is  interstate,  over 
which,  I  believe,  the  Public  Service  Commission  would  have  no 
jurisdiction.  But,  as  I  said  before,  if  the  State  wishes  it  we 
will  readily  acquiesce.    Does  that  answer  it,  Mr.  Page? 

Q.  That  answers  it  very  fully.    A.  Very  well. 

By  Commissioner  Ward: 

Q.  Do  you  believe  that  the  details  of  operation  should  be  in 
the  hands  of  a  commission  or  do  you  believe  that  general  super- 
vision alone  should  be  in  the  hands  of  a  commission  ?  A.  Up  to  a 
certain  extent,  Mr.  Ward.  That  is,  I  mean  the  actual  running  of 
the  company's  business,  the  intricate  management,  etc.  They 
should  have  nothing  to  do  with  that  because  they  have  no  knowl- 
edge about  that.  That  is  what  I  mean  by  insane  regulation.  They 
can  see  that  the  public  are  being  treated  fairly  and  properly,  and 
various  things  of  that  kind.  Anything  further  than  that  I  would 
say  no. 

By  Mr.  Page: 

Q.  What  do  you  say,  Mr.  Mackay,  as  to  the  propriety  of  a  com- 
mission of  State  officials  having  control  of  your  capitalization  — 
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having  the  right  to  say  whether  or  not  you  shall  issue  bonds  for 
the  purposes  of  the  corporation,  how  many  you  shall  issue,  and 
what  the  avails  of  the  issue  shall  be  used  for.  Do  you  think  that 
power  should  be  given  to  a  commission  ?  A.  I  personally  wouldn't 
see  any  objection  to  it  if  the  men  were  composed  of  men  of  gre^t 
exjtericnce  and  financial  ability,  business  men,  men  of  broad  per- 
spective.   I  don't  see  why  not,  Mr.  Counsel. 

Q.  And  would  you  say  the  same  as  to  prospective  stock  issues 
or  increases  in  capital  stock  ?  A.  I  suppose  that  would  come  under 
that  head,  too. 

Q.  Of  course,  the  stock  and  bonds  are  classed  together  as  capital 
stock  securities  ?    A.  Yes. 

Q.  What  do  you  say  as  to  the  giving  to  a  commission  the  right 
to  say  what  lines  you  may  build,  compelling  you  to  go  to  a  com- 
mission if  you  wished  to  extend  your  lines  ?    A.  I  would  say  — 

Q.  That  is,  within  the  State,  of  course  ?  A.  Within  the  State  ? 
I  would  say  no,  Mr.  Counsel,  unless  they  were,  so  to  speat,  in  my 
own  instance,  as  affecting  the  Postal  Telegraph  men,  you  couldn't 
expect  them  to  know  the  conditions,  you  see.  I  mean  the  char- 
acter, country,  etc.,  and  the  questions  of  right  of  way.  How  would 
they  know  whether  they  would  have  to  build  a  line  forty  or  fifty 
poles,  a  line  twenty-five  or  thirty  feet,  cross-arms,  insulators,  kind 
of  conduit,  etc.,  etc.  I  think  it  would  be  asking  them  too  much 
to  know  it,  and  therefore  they  would  not  know  anything  about  it. 

Q.  Therefore  it  should  not  be  under  their  control?  A.  Xot  in 
my  opinion,  sir. 

Q.  How  frequently  do  you  extend  a  line  under  any  franchise 
that  is  operated  within  this  State  ?    A.  I  couldn't  answer  that. 

Q.  That  is,  is  it  a  weekly  or  monthly  occurrence,  or  is  it  only 
occasionally  that  you  build  an  absolutely  new  line  ?  Not  rebuilding 
a  line  or  stringing  more  wires  on  poles  already  set,  but  actually 
building  a  line  of  new  poles  and  wires  ?  A.  You  mean  going  into 
new  territory? 

Q.  Yes.  A.  I  should  say  in  New  York  State  very  rarely,  be 
cause  the  State  is  pretty  well  covered  up. 

Q.  It  is  covered  as  far  as  you  anticipate  covering  it?  A.  Yes, 
we  have  covered  it  so  we  can  reach  in  every  direction.  It  is  a 
question  of  facilities  to  meet  the  business  in  whatever  city  or  town 
it  may  be. 
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Q.  I  think  it  has  already  appeared,  but  I  am  not  certain  as  to 
whether  it  has  or  not.  Have  you  any  arrangement  with  the  West- 
ern Union  for  exchange  or  interchange  of  business  ?  A.  I  believe 
Mr.  Xally  stated  that  fully  in  his  testimony. 

Q.  I  had  the  impression  that  someone  made  that  statement  in 
regard  to  it,  but  I  wouldn't  be  certain.  A.  I  think  he  did ;  and  as 
he  is  more  familiar  than  I  am  I  want  to  be  exact.  There  is  no 
desire  for  evasion,  but  I  don't  know  about  it. 

Q.  The  statement  that  you  have  read  this  morning  was  pre- 
pared entirely  by  yourself?  A.  Yes,  sir;  but  at  the  same  time 
from  various  records,  Mr.  Page,  I  had  to  get  from  the  books  and 
from  the  different  people  connected  with  the  early  part  of  the 
company,  because  in  various  of  those  instances  I  was  only  10  or 
12  years  of  age. 

Q.  The  information  was  furnished  you  by  the  operating  de- 
partment?   A.  Operating  department. 

Q.  And  the  law  department  and  the  accounting  department? 
A.  Various  departments  connected  with  the  system. 

Q.  How  many  departments  are  there  in  the  Postal  system? 
A.  That  sounds  a  curious  thing,  but  there  are  so  many  I  could 
not  answer.  There  is  the  general  manager's  department,  and,  of 
course,  that  embraces  the  second  vice-president's  department,  who 
has  charge  of  the  traffic  that  you  were  talking  about,  Mr.  Counsel ; 
and  there  is  Mr.  Bruch's  department,  for  making  out  contracts 
and  interchange  of  contracts  with  railroads  and  connecting  line 
arrangements,  etc. 

Q.  That  is  the  contract  department?  A.  Contract  department, 
yes,  sir.  Then  there  is  the  treasurer's  department  and  the  con- 
struction department  under  the  charge  of  one  man,  Mr.  Capon, 
who  has  practically  the  supervision  of  construction  all  over  the 
country. 

Q.  That  is  for  all  of  the  forty  odd  companies  that  you  men- 
tioned? A.  Yes,  he  is  our  expert  and  delegates  and  goes  and  in- 
spects lines,  and  delegates  to  each  man  in  a  particular  city  what 
to  do.  He  is  what  we  call  our  head  expert.  Of  course,  there  is 
the  accounting  department,  the  auditor's  department,  traffic  de- 
partment, message  department,  electrical  department,  with  a  corps 
of  engineers,  and  I  think  I  might  say,  et  cetera,  et  cetera. 
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Q.  And  as  many  more  departments  as  there  are  companies  in 
the  system  ?    A.  Oh,  I  guess  so,  sir. 

Q.  You  spoke  a  little  time  ago  about  the  English  rates.  How 
do  they  compare  with  the  rates  in  this  country?  Of  course,  in 
England  there  is  a  charge  for  transmitting  the  address  and  the 
signature,  which  does  not  apply  in  this  country  ?  A. .  No.  That 
makes  a  very  large  difference.  It  is  a  question  of  mileage  there. 
I  suppose  their  longest  distance  from  one  end  of  Scotland  to  one 
end  of  England,  I  mean  the  whole  country  — 

Q.  From  Land's  End  to  John  o'  Groat's.  A.  That  is  it.  I  am 
glad  to  have  my  memory  refreshed.  I  should  say  600  miles,  Mr. 
Counsel. 

Q.  And  their  rate  is  based  entirely  upon  mileage?  A.  I  pre- 
sume it  is.  I  am  not  very  familiar  with  the  returns.  I  just  know 
that  and  infer  it  from  the  information  I  have  been  told  on  the 
other  side,  which  is  what  I  havQ  mentioned,  while  I  was  over 
there. 

Q.  Do  you  know  whether  they  are  less  or  greater  than  yours? 
A.  Well,  I  should  say  that  in  proportion  to  mileage  and  taking 
everything  into  consideration,  Mr.  Coimsel,  which  you  have  just 
mentioned,  as  regards  the  address  and  signature,  the  cost  of  labor, 
material,  wages,  etc.,  I  would  be  willing  to  state,  that  is,  to  the 
best  of  my  ability,  that  we  are  giving  the  cheapest  telegraph  ser- 
vice in  the  world,  taking  distance  and  everything. 

Q.  How  do  you  explain  the  fact,  then,  that  your  companies  are 
mostly  making  a  profit  and  your  controlling  company  paying  divi- 
dends, while  they  are  making  or  suffering  a  loss  each  year?  A.  I 
don't  quite  imderstand  that.  Would  you  mind  repeating  it?  I 
am  sorry. 

Q.  You  say  you  are  giving  the  cheaper  service  and  you  are 
making  a  profit.  They  are  giving  a  more  expensive  service  ?  A. 
I  am  talking  about  the  English. 

Q.  That  is,  the  English  service  is  more  expensive  than  yours? 
A.  Yes. 

Q.  And  yet  they  lo?e  several  millions  per  year.  How  do  you 
explain  that  ?    A.  Oh,  I  would  put  it  down  to  American  ability. 

Q.  That  is,  your  operating  expenv«ses  are  lower  than  theirs  ?  A.  I 
can't  answer  that  question  as  a  whole,  l>ecause  I  don't  know  exactly 
what  their  operating  expenses  are,  Mr.  Counsel,  I  don't  know. 
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Q.  You  have  how  many  commercial  cables  reaching  England 
from  New  York  ?    A.  We  have  five,  sir. 

Q.  A  commercial  cable  means  what  ?  A.  It  means  transmission 
of  intelligence  — 

Q.  No,  you  don't  get  my  idea.  Mechanically,  what  is  a  cable  ? 
What  do  vou  call  a  cable?  Does  it  contain  one  wire  or  half  a 
dozen  ?  A.  Well,  it  contains  what  we  call  a  conductor.  It  is  one 
wire  surrounded  by  eight  or  ten  or  twelve  wires. 

Q.  The  protecting  wires?    A.  Yes. 

Q.  But  there  is  only  one  wire  in  each  cable  that  is  used  as  a 
conductor  ?  A.  Is  used  as  a  conductor ;  biit  I  will  say,  at  the  same 
time,  that  there  are  copper  wires  aroimd  that  single  wire,  Mr. 
Counsel,  and  that  the  electricity  passes  all  through  that  copper 
medium. 

Q.  But  what  I  had  in  mind  was  the  question  of  whether  or  not 
there  were  two  wires  in  a  cable,  so  that  two  messages  could  be 
coming  over  it  at  once  in  the  same  direction  ?    A.  No,  sir. 

Q.  It  is  the  equivalent  of  one  single  aerial  wire,  as  far  as  ser- 
vice is  concerned  ?    A.  Yes,  sir. 

Q.  And  your  five  cables  are  the  equivalent  of  five  single  aerial 
wires,  so  far  as  service  goes?  A.  That  is,  with  this  qualification: 
That  on  the  cables,  Mr.  Counsel,  we  can  send  duplicates;  that  is, 
one  wire  starting  in  opposite  directions  over  the  same  wire. 

Q.  Well,  you  do  that  also  on  the  land  lines  ?  A.  But  on  the  land 
lines  we  can  quad. 

Q.  Then  it  is  not  quite  the  equivalent  of  the  land  line  wire? 
A.  No,  sir. 

Q.  So  far  as  giving  service  is  concerned  —  that  is,  rapid  ser- 
vice? A.  Of  course,  on  the  other  hand,  I  would  like  to  say,  sir, 
that  so  far  as  the  Commercial  Cable  Company  is  concerned  for 
getting  service,  that  time  and  time  again  we  send  messages  across 
the  ocean,  that  is,  from  New  York  to  London,  in  a  minute  flat. 

Q.  You  connect  at  your  cable  stations  at  England  with  the 
government  lines?  A.  We  lease,  Mr.  Counsel,  from  the  govern- 
ment there.  We  lease  wires  just  like  any  one  would  lease  wires 
from  us  in  this  country. 

Q.  The  government  then  leases  wires  to  individuals  and  cor- 
porations ?    A.  To  ir.dividuals  and  corporations,  yes ;  and,  in  fact, 
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we  have  wires  connected  with  Liverpool,  Manchester,  London^ 
Sirmingham,  Glasgow,  Edinburgh. 

Q.  How  does  the  government  charge  for  the  use  of  a  wire,  com- 
pared with  the  charge  made  here  by  your  company  ?  A.  The  gov- 
ernment charges  for  an  overhead  wire  £5  per  mile. 

Q.  Per  year?  A.  Yes,  sir.  Underground  wires  they  charge 
£7.  That  is,  $25  to  $35,  sir.  I  am  quoting  from  memory.  In 
fact,  that  is  correct ;  I  am  pretty  sure  of  it. 

Q.  That  is  a  greater  charge  than  is  made  by  the  companies 
here  for  leasing  wires,  is  it  not  ?  A.  Yes,  sir.  I  understand  that 
our  charges  are  $20  to  $25. 

.Q.  Twenty  dollars  to  $25  per  mile  per  year  ?    A.  Yes,  per  year. 

By  Chairman  Davis: 

Q.  The  government  keeps  the  wires  in  order  ?    A.  The  govern- 
ment keeps  the  wires  in  order,  sir,  just  the  same  way  as  we  do. 
Q.  And  you  are  required  to  do  so  ?    A.  Yes,  sir. 

By  Mr.  Page: 

Q.  In  case  of  a  sleet  storm  breaking  them  down,  you  repair 
them ;  if  a  pole  is  broken  you  put  a  new  one  in  place  ?  A.  Here, 
yes. 

Q.  And  the  government  does  the  same  thing  there?  A.  And 
the  government  does  the  same  thing  there. 

Q.  In  the  event  of  your  leased  wire  being  down,  would  you 
have  to  pay  the  regular  government  charges  of  transmitting  your 
cable  message  from  the  cable  station  to  London  ?  Suppose  it  had 
to  go  over  a  wire  that  you  did  not  lease  because  of  that  wire 
being  out  of  commission  for  the  time  being?  A.  I  don't  know, 
Mr.  Counsel. 

Q.  You  couldn't  tell  about  that?  A.  I  couldn't  tell  about 
that. 

Q.  Does  the  New  England  Telegraph  Company  o^vn  any  real 
estate  in  the  State  of  Xew  York,  eliminating  from  that  question 
pole  lines,  conduits,  cables?  Does  it  own  a  building?  A.  The 
New  England  Telegraph  Company  ? 

Q.  That  is,  the  Xew  York  Company?  A.  Yes,  the  Xew  Eng^ 
land  Telegraph  Company.    Xot  that  I  know  of,  sir. 
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Q.  Does  the  Commercial  Cable  Company  own  a  building? 
A.  Xo,  sir,  the  Commercial  Cable  Company  does  not. 

Q.  Or  is  that  owned  by  a  real  estate  holding  company?  A. 
You  mean  the  Commercial  Cable  building,  sir  ? 

Q.  Yes.  A.  The  Commercial  Cable  building,  Mr.  Counsel,  is 
owned  by  my  mother  and  myself,  but  not  by  the  Commercial 
Cable  Company;  and  the  reason  that  it  is  called  the  Commercial 
building  is  that  we  wished  to  give  the  company  the  benefit  of  the 
advertising  rather  than  ourselves.  The  New  England  Telegraph 
Company,  Mr.  Page,  I  am  not  familiar  with  the  subsidiary  com- 
panies. 

Q.  I  find  mention  of  Postal  Telegraph  Biiilding  Company? 
A.  The  Postal  Telegraph  Building  Company?  That  is  the  com- 
pany owning  the  Postal  Telegraph  building;  is  organized  as  a 
company,  Mr.  Page. 

Q.  That  is  the  building  that  you  were  just  speaking  about? 
A.  No,  that  is  the  Commercial  Cable  building  I  was  just  speaking 
about. 

Q.  And  that  is  located  where?  A.  At  20  Broad  street,  just 
alongside  of  the  Stock  Exchange. 

Q.  The  Postal  Telegraph-Cable  Company  owns  the  building 
on  Broadway?  A.  Owns  the  building  on  Broadway,  just  across 
from  here.  No.  253. 

Q.  No.  253  ?    A.  "Yes. 

Q.  And  that  company  is  in  turn  owned  by  what  other  com- 
pany? A.  The  bonds  are  owned  by  the  Commercial  Cable  Com- 
pany, sir. 

Q.  Bonds  to  the  amount  of  $1,252,263.20?  A.  I  believe  so; 
if  it  is  in  that  statement  prepared  for  you  it  is  correct.  I  left 
that  to  the  heads  of  the  various  departments. 

Q.  Rather  peculiar  there  being  a  bond  issue  with  a  fractional 
part  of  $100  value  in  it  —  twenty  cents.  IIow  about  the  stock 
in  that  company;  where  is  that  owned?  A.  The  stock  of  the 
Postal  Telegraph  Building,  sir? 

Q.  The  Postal  Telegraph  Building  Company.  A.  The  stock 
of  it  ?    I  don't  know  that  there  is  any  stock. 

Q.  Is  there  a  corporation  without  capital  stock  ?  A.  Oh,  pardon 
me,  I  didn't  quite  understand. 
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Q,  That  would  be  unusual  ?  A.  Yes.  I  really  don't  know,  as 
a  matter  of  fact. 

Q.  You  don't  know  whether  that  belongs  to  the  Commercial 
Cable  Company  or  not?  A.  I  really  don't  know.  It  is  so  long 
Jigo  that  my  memory  is  at  fault.    In  fact,  I  don't  remember. 

Q.  Now,  it  appears  from  a  report  made  that  the  capital  stock 
«of  the  New  England  Telegraph  Company  —  the  New  York  Com- 
pany —  is  owned  by  the  Farmers'  Loan  and  Trust  Company, 
and  then  it  later  appears  that  that  was  perhaps  inaccurate;  that 
they  were  holding  it  as  trustees  for  a  part  of  the  security  for  an 
issue  of  bonds  ?    A.  Yes. 

Q.  Now,  can  you  tell  the  Committee  who  docs  really  own  the 
stock  or  the  equity  of  redemption  in  that  stock?  A.  The  equity 
of  redemption  is  owned  by  the  Mackay  companies,  sir. 

Q.  And  was  that  acquired  by  purchase?  A.  It  was  acquired 
for  valuable  considerations  of  some  kind  or  other,  but  I  don't 
remember  the  exact  transaction.  It  occurred  some  time  ago  and 
I  do  not  know. 

Q.  When  were  the  Mackay  Companies  formed  ?  A.  The 
JMackay  Companies  were  formed,  I  think,  the  latter  part  of  1903. 

vQ.  About  six  years  ago  ?    A.  Six  or  seven  years  ago. 

'Q.  Would  you  mind  telling  the  Committee  the  details  of  that 
transaction  with  the  Mackay  Company?  You  say  it  is  not  a 
•  corporation  and  you  say  it  is  not  a  partnership?  A.  No,  it  is 
what  we  call  a  trusteeship. 

'Q.  Just  say  how  it  was  done,  if  you  will  ?  A.  It  is  a  peculiar 
form  of  organization.  It  acquires  and  has  the  right  —  well,  as  a 
matter  of  fact,  Mr.  Counsel,  there  are  so  many  —  the  charter  is  a 
Jirery  broad  one,  and  just  beyond  saying  that  it  is  a  mere  trustee- 
ship and  that  it  can  make  investments  of  various  kinds,  I  don't 
know  what  more  I  can  explain  in  regard  to  it. 

Q.  Well,  what  do  you  mean  when  you  speak  of  its  charter? 
The  charter  granted  to  it  by  the  Commonwealth  of  Massachusetts  ? 
A.  Yes,  it  is  under  the  laws  of  the  State  of  Massachusetts. 

Q.  Was  there  a  certificate  filed  in  the  office  of  the  Secretary  of 
State  there?  A.  T  really  don't  know.  Those  are  details  which 
counsel  attends  to  and  with  which  I  am  not  familiar. 
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Q.  Is  there  any  one  that  could  tell  about  that  ?  A.  About  that 
particular  question? 

Q.  Yes.    A.  I  will  ask  counsel. 

Q.  What  is  the  Mackay  Companies  ?    A.  I  will  ask  counsel. 

Q.  Does  the  Mackay  Companies  issue  certificates  of  beneficial 
interest  or  certificates  of  shares  ?    A.  Yes,  it  has  the  power. 

Q.  What  is  the  capital  of  the  Mackay  Companies?  A.  One 
hundred  millions.  Fifty  millions  preferred,  fifty  millions  of 
common. 

Q.  And  what  are  the  dividends  on  the  preferred?  A.  On  the 
preferred  ?    Four  per  cent.,  sir. 

Q.  Cumulative  ?    A.  Fixed  at  4. 

Q.  Are  they  cumulative  dividends?  A.  You  mean  by  cumu- 
lative dividends  only  fixed  at  4  per  cent,  and  not  over  and 
above  4? 

Q.  In  case  you  pass  a  dividend  one  year  you  have  to  make  it 
up  the  next  ?    A.  Yes,  it  is  a  first  call. 

Q.  The  dividends  on  all  of  the  preferred  stock  have  first  call 
on  all  of  the  earnings  of  the  corporation  until  dividends  at  4 
per  cent,  have  been  paid  for  each  year  of  the  existence  of  the 
company  ?    A.  I  presume  so,  sir. 

Q,  And  have  those  dividends  been  paid  on  the  preferred  ?  A. 
Yes,  they  have  been  regularly  paid. 

Q.  Every  year  ?    A.  Every  year. 

Q.  Are  they  payable  annually  ?    A.  Payable  quarterly. 

Q.  And  what  is  the  dividend  on  the  common  stock?  A.  Oh^ 
it  has  been  at  various  times,  sir,  2  per  cent. 

Q.  That  is  an  annual  dividend  or  quarterly?  A.  I  am  talking^ 
of  annual,  sir.  It  has  been  2  per  cent. ;  in  some  instances  it  has 
been  higher. 

Q.  Has  the  Mackay  Companies  any  bonded  indebtedness?  A* 
Ko,  sir. 

Q.  Not  any  ?    A.  No,  sir. 

Q.  Any  authority  to  issue  bonds?    A.  I  think  it  has. 

Q.  It  has  that  authority  ?    A.  Yes,  I  think  it  has. 

Q.  How  large  an  issue  has  been  authorized  ?  A.  You  mean  at 
anv  one  time  t 
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Q.  JsTo;  altogether  what  is  the  authorized  bond  issue  of  the 
Mackay  companies  ?  A.  The  authorized  bond  issue  of  the  Mackay 
companies  ? 

Q.  Bond  issue.  A.  It  has  got  no  bond  issue.  It  hasn't  issued 
any  bonds. 

Q.  But  I  asked  the  question  if  any  had  been  authorized  and  I 
understood  you  to  say  yes.     A.  I  beg  your  pardon.     I  understood 
■you  to  say  whether  it  had  power  to  authorize  or  not.    I  understood 
you  to  ask  whether  it  had  power  to  authorize. 
'  Q.  There  are  no  bonds  authorized?    A.  No,  sir. 

Q.  The  Mackay  companies  own  all  of  the  stock  of  the  Com- 
mercial Cable  Company  ?    A.  Yes,  sir. 

Q.  Amounting  to  how  much  ?    A.  $23,000,000. 
'     Q.  It  owns  the  stock  of  all  of  the  other  operating  companies? 
A.  You  mean  whether  it  — 

*     Q.  In  the  Postal  system.    A.  It  owns  the  equity  of  redemption 
of  those  I  spoke  about  a  little  time  ago. 

Q.  Those  that  are  pledged  ?    A.  Yes. 

Q.  Those  stocks  were  pledged  by  the  Commercial  Cable  Com- 
pany, were  they  not  ?    A.  Yes,  the  first  mortgage. 

Q.  First  mortgage  on  collateral  trust  agreements?  A.  No,  that 
is  the  only  lien.  That  is  the  first  lien  on  the  property  that  wa3 
issued,  I  think  the  first  of  January,  1897,  if  my  memory  serves 
me  correctly. 

Q.  One  mortgage  or  two  ?    A.  One  mortgage. 

Q.  Of  $20,000,000  ?    A.  $20,000,000. 

Q.  How  did  the  Commercial  Cable  Company  acquire  those 
stocks  which  were  pledged?  A.  They  were  acquired  from  the 
Postal  Telegraph  Company,  forming  all  those  subsidiary  com- 
panies. When  they  were  acquired  and  how  acquired  I  am  not 
familiar  with  and  I  don't  know,  Mr.  Page. 

Q.  And  there  was  originally  formed  one  large  Postal  Company  ? 
A.  I  believe  so,  sir. 

Q.  That  was  intended  to  operate  in  a  great  many  states  ?    A.  I 

believe  so,  sir.    That  is  the  information  that  Mr.  Nally  is  getting. 

,As  I  said,  Mr.  Counsel,  I  am  not  very  familiar  with  that  part. 

There  is  not  the  slightest  desire  for  evasion  on  my  part;  I  just 

don't  know. 
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Q.  Where  is  the  stock  of  the  Mackay  companies  mostly  held? 
Is  that  held  by  some  other  corporation?  A.  Oh,  not  the  Mackay 
companies.    You  mean  holding  its  own  stock? 

Q.  Is  there  some  other  company  holding  the  stock  of  the  Mackay 
companies  or  holding  a  control  of  it?  A.  Oh,  no;  it  is  a  single 
corporation ;  it  owns  its  own  stock. 

Q.  The  Mackay  company  owns  its  own  stock  ?  A.  What  I  mean 
by  that  is  that  it  has  issued  its  own  stock. 

Q.  But  it  has  issued  its  own  stock  ?    A.  Yes. 

Q.  Now,  it  has  issued  its  stock  to  some  individuals  or  corpora- 
tion. Has  it  issued  it  to  some  other  one  corporation  that  is  own- 
ing all  the  stock  of  the  Mackay  companies  the  same  as  the  Mackay 
companies  is  owning  all  of  the  stock  of  the  Commercial  Company  ? 
A.  No,  sir. 

Q.  There  is  no  company  holding  all,  or  a  control  of  the  stock 
of  the  Mackay  companies  ?  That  is  held  by  individuals  ?  A.  Held 
by  individuals. 

Q.  Without  exception  ?    A.  Yes. 

Q.  Well,  I  am  referring  now  only  to  the  large  stockholders. 
A.  Yes,  sir. 

Q.  Can  you  say  in  a  general  way  how  many  stockholders  there 
are  of  the  Mackay  companies  ?  A.  Well,  it  is  pretty  hard  to  tell 
exactly.  I  should  say  between  —  approximately  of  course  —  I 
should  say  between  7,000  and  8,000. 

Q.  7,000  and  8,000  ?    A.  Between  7,000  and  8,000. 

Q.  But  it  is  true,  isn't  it,  that  the  control  of  the  Mackay  com- 
panies is  closely  held  ?    A.  Yes,  sir. 

Q.  That  is,  that  it  is  so  held  that  you  are  practically  in  control 
of  the  Mackay  companies  —  that  is,  yourself  and  your  immediate 
associates  ?    A.  It  bears  my  name. 

Q.  Well,  that  does  not  answer  the  question.  A.  Oh,  well,  I 
thought  it  would  that  way,  Mr.  Counsel.  Well,  it  does  answer 
jour  question;  I  mean  as  regards  the  immediate  control  of  the 
company. 

Q.  You  do  have  control  of  it  ?    A.  Yes. 

Q.  Is  Mr.  Bennett  largely  interested  in  the  Mackay  companies  ? 
A.  He  is  interested;  to  what  extent  I  don't  know  and  can't  say, 
Mr.  Page. 
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Q.  But  he  was  originally  interested  in  the  Postal  Company? 
A.  No,  not  in  the  Postal;  he  was  originally  interested,  in  1884, 
with  my  father,  in  the  inception  of  the  Commercial  Cable  Com- 
pany. 

Q.  It  was  known  at  one  time  as  the  Bennett-Mackay  Company  ? 
A.  Yes,  it  was  known  as  that.  That  was  in  1884.  That  is  the 
date  of  the  incorporation,  I  think,  was  1883,  the  latter  part. 

Q.  But  that  was  the  corporate  name  ?    A.  Yes. 

Q.  How  long  did  that  continue  in  business?  A.  The  Com- 
mercial Cable  Company  ? 

Q.  No;  the  Bennett-Mackay  Company.  A.  It  continued  right 
along.  It  has  always  been  the  same  company,  that  is,  the  Com- 
mercial Cable  Company.  It  was  simply  known  as  the  Mackay- 
Bennett,  sir. 

Q.  It  was  always  the  Commercial  Cable  Company  ?  A.  Always 
the  Commercial  Cable ;  yes,  sir. 

Q.  What  cables  have  you  leading  out  of  the  city  of  New  York 
or  State  of  New  York  owned  by  the  Commercial  Cable  Company 
other  than  the  one  to  England  ?  A.  We  have  eleven  miles  of  under- 
ground between  our  main  receiving  office  at  20  Broad  street,  run- 
ning to  Gravesend,  where  we  connect  with  the  terminus  of  the 
cables  there  known  as  the  Coney  Island. 

Q.  You  have  a  building  there?  A.  Yes,  it  is  a  small  hut.  I 
mean  it  is  just  the  land ;  I  mean  it  is  not  operated  there. 

Q.  It  is  merely  the  landing  and  connecting  point  between  the 
cables  running  to  New  York  and  the  submarine  ?  A.  That  is  it, 
sir. 

Q.  There  are  no  operators  there?  A.  There  are  no  operators 
there. 

Q.  I  don't  think  you  quite  understood  the  question.  The  ques- 
tion is  how  many  ocean  cables  are  there  ?  You  have  five  to  Eng- 
land that  run  out  of  the  State  of  New  York,  or  out  of  the  port  of 
New  York  at  Gravesend  ?    A.  Yes,  sir. 

Q.  You  have  cables  running  to  other  countries,  have  you  not? 
A.  Yes. 

Q.  That  is,  running  from  that  point  at  Gravesend?  A.  Oh, 
you  mean  from  that  point  ? 
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Q.  I  don't  refer  now  to  the  cable  running  from  England  to 
France,  or  the  Pacific  cables.  I  say  how  many  cables  run  from 
this  port  or  from  Gravesend  out  across  the  ocean  ?  A.  Out  across 
the  ocean  ? 

Q.  Either  to  African,  European,  South  American,  Central 
American  or  Mexican  points  or  West  India  points.  A.  We  have 
a  cable  going  to  Cuba. 

Q.  One  cable?  A.  One  cable,,  sir.  Let  me  see.  That  is  all. 
Of  course  you  know  we  make  connection,  of  course,  with  other 
companies  to  meet  two  cables  running  from  New  York.  That  is 
all  that  I  know  of. 

Q.  You  make  connections  on  the  other  side  with  other  com- 
panies to  reach  the  continent  ?    A.  Oh,  yes.  * 

Q.  Or  have  you  your  own  cables  reaching  the  continent?  A. 
We  have  our  own  cables  reaching  from  Ireland  to  Havre.  I  may 
say  in  connection  with  that  that  we  have  two  wires  between  Havre 
and  Paris  that  we  lease.  It  is  under  a  peculiar  system.  We  paid 
originally  for  those  wires  and  the  government  operates  them;  in 
other  words,  has  control  of  the  wires,  you  see,  and  we  pay  the 
operators. 

Q.  You  paid  for  the  wires  and  then  you  pay  rent  ?  A.  Exactly, 
and  those  are  the  only  two  wires  we  have  got  from  leased  wires 
like  the  English  system. 

By  Chairman  Davis: 

Q.  Do  you  employ  the  operators  or  does  the  English  govern- 
ment employ  them  ?    A.  It  was  the  French  government,  sir. 

Q.  The  French  ?  A.  Yes,  sir.  It  is  a  very  complicated  subject, 
Mr.  Chairman.  For  instance,  practically  everything  —  the  ques- 
tion of  our  superintendents  in  Paris  and  the  question  of  our  various 
officials,  etc.,  have  to  be  passed  upon  personally  by  the  govern- 
ment, and  these  two  clauses  facilitate  our  business  which  goes  to 
the  main  terminal  in  Paris,  and  on  account  of  our  cable  landing 
there  we  asked  to  have  special  operators,  etc.,  and  they  said  all 
right,  but  they  remain  in  our  service,  we  have  control  of  them, 
although  you  have  got  to  pay  for  them.  I  simply  mention  it  be- 
cause it  is  an  interesting  incident  and  I  thought  it  might  interest 
you. 


714  [Sbnatb 

By  Mr.  Page  : 

Q.  Then,  does  the  French  government  distribute  your  messages 
throughout  France  ?    A.  Yes. 

Q.  In  an  interchange  ?    A.  Yes. 

Q.  Or  do  you  pay  the  full  French  governmental  charge?  A. 
They  pay  whatever  the  land  toll  may  be. 

Q.  Whatever  their  charges  are  ?  A.  Yes,  whatever  the  land  toll 
may  be. 

Q.  The  same  as  though  it  were  a  message  originating  in  Paris 
and  being  sent  to  some  other  point  within  the  republic?  A.  Yes, 
that  is  practically,  Mr.  Counsel,  all  arranged  by  international 
agreements  all  between  the  different  countries,  etc.,  the  seat  of 
which  is  in  Berne  in  Switzerland,  and  they  sit  regularly  passing 
on  those  requirements,  and  they  meet  every  few  years  and  decide 
upon  various  questions. 

Q.  I  don't  get  the  idea  of  who  it  is  that  meets  at  Berne.  A. 
Well,  they  have  a  regular  congress  there;  I  mean  representatives 
from  all  the  different  governments. 

Q.  Sent  by  the  governments  ?  A.  Sent  by  the  governments,  and 
they  agree  on  those  international  regulations,  etc. 

Q.  And  whatever  they  agree  upon,  that  controls  you  absolutely  ? 
A.  Yes,  it  has  to,  of  course. 

Q.  Have  you  a  cable  line  leading  to  the  Azores  or  the  Canary 
Islands  ?  A.  Yes,  New  York  to  Azores.  That  is  one  of  the  five 
that  I  mention. 

Q.  But  have  you  a  direct  cable  running  to  Germany  ?  A.  No, 
we  connect  with  the  German  company.  Those  are  owned  by  the 
German  government,  those  cables. 

Q.  Connecting  at  what  point?  A.  Between  Emden  and  New 
York,  sir. 

Q.  Between  Emden  and  New  York?  A.  Yes,  those  are  the 
terminals. 

Q.  Emden  is  the  eastern  terminus  of  the  cable  ?    A.  Yes. 

Q.  I  recall  your  stating  something  in  regard  to  a  percentage 
of  your  business  originating  in  New  York  State  which  was  inter- 
state business  ?    A.  Yes,  sir. 

Q.  And  I  don't  recollect  what  the  figures  were,  or  that  you  gave 
them.    A.  I  said  I  would  have  to  call  attention  to  the  fact  that  the 
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telegraph  business  is  very  different  from  the  telephone  business* 
inasmuch  as  our  record  shows  that  about  seven-eighths  of  the  tele 
graph  business  in  New  York  city  —  that  is,  in  New  York  State  — 

Q.  About  seven-eighths?    A.  About  seven-eighths  is  interstate. 

Q.  Now,  in  making  your  reports  of  gross  earnings  do  you  in- 
clude that  as  a  part  of  the  gross  earnings  of  the  company  within  the 
State  of  New  York  ?    A.  You  mean  any  part  of  the  business  ? 

Q.  Any  part  of  the  interstate  business ;  do  you  consider  that  as 
part  of  your  earnings  within  the  State  of  New  York  ?  A.  I  con- 
sider the  difference  between  that.  That  is,  the  rest  of  the  business 
is  only  as  intrastate  business. 

Q.  That  is  all  you  report  on  to  the  Comptroller  as  gross  earn- 
ings ?    A.  I  believe  so,  sir.    I  am  not  familiar  with  that,  Mr.  Page. 

Q.  Who  would  know  about  that?  A.  Who  would  know  about 
that  ?    Mr.  Nally  should  know  about  that. 

Q.  Not  Mr.  Cuyler,  the  treasurer  ?  A.  Well,  I  think  Mr.  Nally 
would,  perhaps,  be  able  to  make  it  clearer. 

Q.  Have  you  a  direct  wire  to  San  Francisco  from  New  York 
city?    A.  We  have  several,  sir. 

Q.  Several  direct  wires?     A.  Yes. 

Q.  Do  you  give  San  Francisco  and  New  York  the  benefit  of  the 
twenty-minute  service  ?  A.  Well,  we  do  when  the  line  is  in  good 
shape. 

Q.  Can  you  send  a  message  from  New  York  to  San  Francisco 
and  deliver  it  in  twentv  minutes?  A.  Yes.  I  wouldn't  like  to 
take  the  chance,  though,  to-day,  Mr.  Page,  for  the  simple  reason 
on  account  of  the  weather. 

Q.  When  the  conditions  are  very  favorable  you  can  do  it  ?  A. 
Yes,  sir.    Would  you  like  to  have  some  of  our  records  on  that,  sir  ? 

Q.  As  to  the  speed  with  which  you  deliver?  A.  No;  I  would 
like  to  show  you  from  our  official  files  a  certain  number  of  mes- 
sages sent  on  different  times  and  a  certain  time. 

Q.  It  occurs  to  me  that  that  might  be  of  interest  to  the  Com- 
mittee, as  it  bears  directly  on  the  character  of  service  which  you 
are  giving.    A.  Exactly.    We  would  be  very  pleased  to  do  it. 

Q.  My  idea  is  that  that  is  one  of  the  principal  things  to  be 
inquired  into  ?    A.  Exactly. 

Q.  Did  the  Postal  Company  at  any  time  ever  give  rebates  or 
secret  rates  that  were  lower  than  the  public  rates  for  the  sake  of 
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Imsixiess?  Observe,  I  am  not  asking  if  they  are  doing  it  now;  I 
sin.  asking  if  they  ever  did  it  ?    A.  No,  sir,  not  to  my  knowledge. 

Q,  And  they  are  not  doing  that  at  the  present  time  within  the 
State  of  JS'ew  York  ?    A.  No,  sir ;  nor  in  any  other  State,  sir. 

Q.  Or  any  other  State  ?    A.  No. 

Q.  The  published  rate  is  open  to  every  person?    A.  Yes,  sir. 

Q.  Having  that  character  of  business  that  the  rate  applies  to? 
A.  Yes,  sir. 

Q.  Of  course,  you  have  different  classifications  of  business. 
That  is,  you  have  one  rate  for  ordinary  commercial  day  messages, 
and  you  have  another  rate  for  commercial  night  messages;  you 
have  another  rate  for  press  messages.     A.  Government  messages. 

Q.  And  you  have  still  another  rate  for  government  messages, 
and  that  is  under  a  government  contract?  A.  That  is  under  a 
government  contract. 

Q.  Was  that  a  part  of  the  price  for  the  government  grant  of  the 
right  to  do  business  ?    A.  You  mean  the  Postal  Act  of  1860  ? 

Q.  One  of  the  conditions  that  was  put  into  that  grant?  A.  I 
believe  so,  sir ;  but  I  haven't  looked  at  that  in  some  time  and  I  am 
not  familiar  with  it. 

Q.  I  only  thought  that  was  true  that  you  had  to  give  the  govern- 
ment a  special  rate  in  order  to  incorporate  under  the  Act  of  Con- 
gress referred  to.    A.  I  thought  it  was ;  but  I  don't  know  surely. 

Recess  imtil  2 :30. 


AFTERNOON  SESSION. 

Chairman  Davis:     The  Committee  will  be  in  order. 

Mr.  Page  :    Will  you  please  mark  this  paper  for  identification. 

(Paper  referred  to  marked  Exhibit  47  for  identification.) 

Mr.  Page  :    Also  this  one. 

(Paper  referred  to  marked  Exhibit  48  for  identification.) 

By  Mr.  Page  : 

Q.  I  show  you  paper  marked  Exhibit  47  and  ask  you  what  it  is  ? 
A,  It  is  the  constitution,  by-laws  and  list  of  members  of  the  Postal 
Telegi*aph  Employees'  Association. 
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Q.  And  Exhibit  48  for  identification  is  a  list  of  the  members 
enrolled  since  Exhibit  47  was  published?     A.  Yes,  sir. 

Q.  Mr.  Mackay,  Judge  Southard's  suggestion  is,  is  the  deficit 
in  English  telegraph  companies  due  in  part  to  the  fact  that  Eng- 
lish telegraph  companies  do  work  for  newspapers  and  magazines 
such  as  the  Postoffice  Department  does  for  them  in  the  United 
States?  A.  I  believe,  although  I  am  not  sure,  that  the  rates  $» 
regards  newspapers  and  so  forth,  are  even  lower  than  they  are  in 
this  country;  but  I  understand  that  the  large  deficit  is  owing  to 
the  very  low  rate  that  exists  at  present  for  all  kinds  of  business* 
I  simply  say  I  believe  that ;  I  have  been  told  that,  bnt  I  would  not 
swear  to  it. 

Q.  Mr.  Mackay,  what  do  you  say  is  a  proper  return  upon 
capital  invested  in  public  service  corporations  generally,  and  in 
telegraph  companies  in  particular,  after  allowing  for  depreciation, 
maintenance,  operating  expenses,  and  include  in  your  depreciation 
a  sum  set  off  in  a  sinking  fund  suflSciently  large  to  rebuild  the 
system  whenever,  by  reason  of  actual  depreciation  or  changes  in 
the  art,  it  becomes  necessary  to  rebuild  ?  A.  I  think  they  should 
be  allowed,  anyway,  8  per  cent. 

Q.  8  per  cent.  ?    A.  I  think  so. 

Q.  In  the  statement  attached  to  some  report,  the  report  of  the^ 
Commercial  Cable  Company,  it  appears  that  the  gross  receipts  of 
the  company  for  the  year  were  $3,220,797.48,  and  the  State  pro- 
portion of  that  $13,716.99.    Can  you  say  how  that  is  determined? 
A.  m. 

Q.  That  is,  the  Commercial  Cable  Company?  A.  I  could  not 
off-hand ;  I  was  trying  to  refresh  my  memory  from  notes  here ;  I 
could  not,  but  I  will  be  glad  to  find  out  and  tell  you. 

Q.  Is  it  possible  that  that  is  obtained  by  crediting  to  the  State 
of  New  York  a  portion  of  the  gross  earnings  which  bears  the  same 
relation  to  the  total  gross  earnings  as  the  number  of  miles  of  cable 
in  the  State  of  New  York  bears  to  the  total  cable  mileage  of  the 
company  ?    A.  I  could  not  answer  that  question  definitely. 

Q.  Do  you  think  that  is  possible  ?  A.  I  don't  know.  It  is  an 
intricate  question  because  we  are  dealing  with  international  mes- 
sages of  the  division  of  this,  and  how  to  arrive  at  it.    I  had  rathef 
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not  answer,  but  I  will  be  i^rfectly  willing  to  obtain  it,  and  be 
glad  to. 

Q.  It  occurred  to  me  that  possibly  you  were  giving  credit  in  that 
manner  to  the  State  of  l^ew  York  in  reporting  gross  earnings,  and 
were  not  reporting  gross  earnings  either  to  the  State  of  New  York 
or  to  any  other  country  for  the  greater  part  of  your  earnings; 
that  is,  you  have  lines  out  in  the  ocean,  and,  therefore,  no  country 
is  interested  in  them;  do  you  know  if  that  is  true?  A.  I  don't 
know. 

Q.  Some  one  would  know  about  it  ?    A.  Yes. 

Q.  Can  you  say  who  ?  A.  Mr.  Ward,  vice-president  and  general 
manager.  Those  are  matters  which  really  come  directly  under 
him. 

Q.  He  is  the  vice-president  and  general  manager  of  the  Com- 
mercial Company  ?    A.  Yes,  sir. 

Q.  That  is  worked  out  here ;  Judge  Southard  calls  my  attention 
to  it,  working  out  the  proportion  of  earnings,  crediting  to  Xew 
York  State  as  a  net  amount,  $5,889.39.  Doesn't  it  seem  to  you 
that  there  ought  to  be  more  than  that  credited  to  Xew  York  State  ? 
A.  I  am  sorry  I  cannot  agree  with  you,  sir. 

Q.  You  think  not  ?    A.  I  think  not,  sir. 

Q.  Do  you  pay  any  taxes  anywhere  to  any  country  for  cable 
that  is  laid  out  in  the  ocean  i    A.  You  mean  in  the  ocean  itself  ? 

Q.  Yes.  A.  Jsot  on  the  ocean  itself,  but  terminal  charges  in 
some  instances,  we  do. 

Q.  You  pay  a  terminal  charge?  A.  Yes;  we  pay  a  terminal 
charge. 

Q.  Do  you  in  Xew  York  State  ?  A.  I  don't  think  so,  Mr.  Page ; 
I  am  not  positive  of  that,  but  I  do  not  think  so. 

Q.  In  what  countries  do  you  pay  a  terminal  charge  ?  A.  I  be- 
lieve we  pay  a  small  terminal  charge  in  England,  and  I  believe, 
also,  a  small  terminal  charge  in  France ;  but  in  France,  the  charge, 
I  think,  is  fifteen  centimes,  if  my  memory  serves  me  correctly,  for 
each  message. 

Q.  Regardless  of  the  length  of  the  message  ?    A.  Yes. 

Q.  Any  message  is  fifteen  centimes?  A.  Yes;  if  you  would 
like  the  record,  I  will  look  it  up  and  see  that  it  is  put  in  more  cor- 
rect form,  but  that  is  the  general  gist  of  it. 
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Q.  To  what  does  that  amount  in  England  ?  A.  I  could  not  tell 
jou  off-hand. 

Q.  Do  you  know  if  it  is  on  the  same  basis  as  the  French  govern- 
ment charges  2    A.  I  could  not  tell  you  that. 

Q.  You  pay  no  such  charge  in  this  country  ?    A.  No,  sir. 

Q.  That  charge  per  message  amounts  practically  to  a  tax  on 
gross  receipts  ?    A.  Exactly. 

Q.  And  do  they  charge  you  that  fee  for  incoming  and  outgoing 
messages?  A.  My  understanding  is  for  every  message,  both 
kinds. 

Q.  For  all  messages  ?    A.  Yes,  sir. 

Q.  So  that  those  governments  are  really  getting  a  part  of  the 
income  of  the  entire  length  of  cable  ?    A.  Exactly ;  that  creates  it. 

Q.  Well,  under  the  New  York  State  law,  as  you  interpret  it, 
and  as  you  report  it  amounts  to  the  State  of  New  York  getting  a 
tax  only  on  earnings  of  a  very  short  end  of  the  entire  cable  running 
from  Qravesend  ?    A,  Yes,  about  eleven  miles,  I  think. 

Q.  And  in  determining  the  amount  that  you  use  as  the  factor 
in  arriving  at  your  conclusion,  do  you  measure  out  into  the  ocean 
at  all ;  do  you  go  to  the  three-mile  limit,  or  do  you  merely  go  to 
high-water  mark?  A.  I  could  not  answer  that,  because  I  don't 
know. 

Q.  Is  there  anyone  that  could  answer  it  ?  A.  I  think  Mr.  Ward 
could,  yes. 

Q.  Mr.  Mackay,  what  is  the  United  District  Messenger  Com- 
pany ?    A.  I  don't  happen  to  know. 

Q.  Do  you  know  whether  that  is  one  of  your  companies,  or  not  ? 
A.  It  may  be ;  I  am  an  oflRcer  of  so  many  companies,  I  don't  know 
myself  how  many.    I  am  informed  it  is  not. 

Q.  Do  you  know  if  you  have  a  messenger  company  in  the  city 
of  New  York,  engaging  in  collecting  and  distributing  messages? 
A.  Yes;  I  believe  it  is  part  of  the  system;  I  do  not  think  it  is  a 
Beparate  company. 

Q.  It  is  not  a  separate  company,  but  it  is  a  department  of  the 
New  England  Telegraph  Company  ?    A.  No,  it  is  not. 

Q.  Mr.  Mackay,  I  do  not  want  to  pry  unduly  into  your  business 
or  affairs  which  relate  to  you  personally,  but  if  you  have  no  objec- 
tion to  stating,  I  will  ask  you  to  state  what  salary  you  draw  from 
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these  companies?  A.  Well,  Mr.  Counsel^  perhaps  it  is  a  unique 
position,  but  I  do  not  draw  any  salary  whatever  from  any  company 
I  am  connected  with. 

Q.  Well,  that  is  not  astonishing,  although  it  is  unusual.  I  have 
been  in  the  same  position  myself,  but  in  much  smaller  companies. 
A.  Then,  Mr.  Counsel,  we  can  only  sympathize  with  each  other. 

Chairman  Davis:  I  will  add  here,  it  was  not  on  account  of 
Mr.  Page's  own  selection  or  election,  so  far  as  the  salary  was  con- 
cerned ;  he  would  have  taken  it  if  he  got  a  chance. 

Q.  You  are  a  director  in  all  these  companies  that  you  have 
mentioned,  and  that  you  have  not  mentioned,  also,  that  make  up 
the  Postal  system,  or  a  director  in  most  of  them  ?  A.  Yes,  in  a 
good  number  of  them ;  from  memory  I  could  not  specify  just  how 
many. 

Q.  And  you  receive  the  usual  director's  fee  for  attending  di- 
»'ectors'  meetings?  A.  Yes,  sir. 

Q.  And  that  is  all  you  receive  in  any  manner  from  the  com- 
panies, except  as  you  receive  dividends  upon  your  shares  of  the 
Mackay  companies  ?    A.  Absolutely  all,  sir. 

Q.  Is  there  any  statement  you  wish  to  make  in  regard  to  any 
matter  that  has  not  been  covered  by  the  inquiry  ?  A.  No,  I  think 
I  have  covered  pretty  well  all  the  questions;  at  least,  I  have  done 
my  best  to  do  it. 

Q.  You  have  some  stock,  have  you  not,  or  the  Mackay  com- 
panies, or  some  one  of  the  Postal  companies  own  stock  in  the 
American  Telephone  and  Telegraph  Company?  A.  The  Mackay 
Company,  sir;  approximately,  82,000  shares. 

Q.  Having  a  par  value  of  how  much  ?    A.  I  cannot  just  — 

Q.  About  $8,200,000?  A.  Yes,  whatever  the  par  value  is;  I 
think  it  is  $100. 

Q.  And  having  a  market  value  of  approximately  $12,000,000  f 
A.  I  should  say  roughly,  as  far  as  my  memory  serves  me. 

Q.  Do  you  know  the  total  issued  capital  of  the  American  Tele- 
phone and  Telegraph  Company?  A.  You  mean  including  stocks, 
bonds  and  obligations? 

Q.  No,  just  the  total  capital  stock,  not  the  capital,  but  the  capital 
stock  outstanding  ?  A.  I  really  don't  know  correctly,  Mr.  Counsel, 
but  I  think  $250,000,000  or  $300,000,000 ;  I  am  not  positive. 
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Q.  So  that  the  total  holdings  of  the  Mackay  companies  is  really 
a  very  small  percentage  of  the  total  issued  capital  stock  of  the 
American  Telephone  and  Telegraph  Company?  A.  Very  small, 
sir. 

Q.  Is  there  any  arrangement  between  your  company  or  any  of 
your  companies,  and  the  American  Telephone  and  Telegraph 
Company,  in  regard  to  interchange  or  exchange  of  business?  A. 
There  is  not,  except  just  the  ordinary  formal  contracts  that  we 
have  with  them  as  regards  their  having  attachments  on  our  poles 
and  vice  versa,  which  we  interchange  also  with  other  companies, 
electric  light  companies,  independent  companies  of  various  kinds ; 
nothing  beyond  a  perfectly  straight  business  arrangement. 

Q.  That  is,  in  some  cases  you  have  strung  your  wires  under  a 
contract  arrangement  for  rental  ?    A.  Exactly,  sir. 

Q.  Along  their  poles  ?    A.  Yes,  sir. 

Q.  And  in  some  cases  they  have,  under  similar  arrangements, 
strung  their  wires  on  poles  belonging  to  the  Postal  system?  A. 
Yes.  For  instance,  I  may  give  as  an  illustration  of  that,  I  think 
it  will  be  six  or  seven  years  ago,  we  built  a  joint  line  between 
Jacksonville  and  Tampa,  the  telephone  company  and  ourselves; 
that  is,  the  Postal  interests;  251  miles,  amounting  approximately 
to  $100,000,  and  that  line  is  owned  jointly  by  the  telephone  inter- 
ests and  ourselves.  They  paid  for  half  of  the  line,  and  we  paid 
for  half  the  line.  They  did  their  own  telephone  business  on  the 
line ;  we  did  our  own  telegraph  business  on  the  line ;  but  there  are 
very  few  instances  of  that  kind.  I  simply  mention  it  because  I 
thought  it  would  be  of  interest  to  the  Committee. 

Q.  That  is,  together  you  put  up  the  poles  and  put  on  the  cross- 
arms,  and  each  company  strung  its  own  wires  on  the  insulators? 
A.  Yes,  sir. 

Q.  Each  company  furnished  its  own  insulators,  didn't  they? 
A.  Yes,  sir. 

Q.  Have  you  any  arrangement  with  any  of  the  subsidiary  com- 
panies of  the  American  Telephone  and  Telegraph  Company,  in 
reference  to  the  collecting  or  delivering  of  messages  in  the  cities  or 
villages  where  you  give  service  ?  A.  You  mean  any  special  arrange- 
ment? 
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Q.  Yes,  any  special  arrangement.  A.  No;  we  follow  the  ordi- 
nary arrangement  that,  I  think,  is  in  vogue  everywhere.  That  is, 
in  our  office,  if  a  message  is  received,  we  have  the  telephone  there 
for  which  we  pay  a  rental,  and  if  a  message  is  telephoned  to  us,  we 
receive  it;  for  instance,  if  it  is  a  telegraph  or  cable  message,  we 
receive  it  and  send  it,  but  not  more  than  to  anybody  else. 

Q.  That  is,  you  receive  from  and  deliver  to  subscribers  to  the 
telephone  exchange  ?    A.  Yes,  sir. 

Q.  Any  telegram  or  cable  messages  which  you  are  handling? 
A.  Yes,  sir ;  I  believe  that  is  so. 

Q.  And  the  only  payment  which  you  make  to  the  telephone 
company  is  the  ordinary  subscribers'  exchange  payment  under 
their  exchange  contract  ?    A.  Yes,  sir. 

Q.  You  are  treated  no  more  favorably  than  any  subscriber  of 
the  telephone  exchange  ?      A.  Xo,  sir. 

Q.  In  one  of  your  reports,  you  do  not  show  any  income  from 
the  messenger  business  in  Xew  York  city;  is  that  because  there 
is  no  income  from  that  branch  of  the  business  ?  A.  I  understand 
it  is  a  pretty  expensive  part  of  the  business,  the  details  of  which 
I  do  not  know.    I  will  refer  you  on  that  to  Mr.  Nally. 

Q.  That  is,  you  don't  know  whether  that  department  is  profit- 
able or  unprofitable  ?  A.  N^o,  because  it  is  merged ;  it  is  so  much 
in  the  general  business  that  I  cannot  hardly  separate  them. 

Q.  Do  your  messengers  do  any  other  messenger  service  than 
that  of  collecting  and  distributing  telegrams ;  that  is,  do  you  rent 
out  messengers  ?  A.  Xo ;  it  relates  purely  to  our  own  delivery  of 
messages. 

Q.  Absolutely  to  your  own  business  of  receiving  and  delivering 
messages  ?  A.  Absolutely,  sir.  I  mean  in  connection  with  that, 
as  regards  renting  our  boys,  it  is  a  part  of  our  system  for  the 
delivery  of  packages  and  so  forth,  in  addition  to  the  messages. 

Q.  That  is,  you  have  a  parcel  delivery  business  as  well  as  the 
business  of  collecting  and  distributing  messages?  A.  Yes,  sir, 
exact!  v. 

Q.  When  I  say  messages,  I  mean  Postal  Telegraph  messages? 
A.  Yes,  sir;  I  did  not  quite  imderstand  the  differentiation,  that 
is  why  I  said  that  at  first ;  Mr.  Xally  just  called  my  attention  to  it. 
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Q.  Judge  Southard  suggests  the  inquiry  as  to  the  Florida  line 
which  you  mentioned ;  did  you  state  the  cost  of  that  line  ?  A.  Yes, 
I  did,  as  approximately  $100,000,  as  I  remember  it. 

Q.  That  included  how  many  wires?  A.  I  think  it  simply  in- 
cluded just  the  cost  of  construction,  digging  and  material. 

Q.  But  did  not  include  the  cost  of  the  wires  which  were  stnmg 
upon  the  poles?  A.  My  understanding  is  that  the  wires  were 
separate. 

Q.  That  is,  a  separate  item  ?    A.  Yes,  sir. 

Q.  Kept  separate  because  of  your  partnership  arrangement  with 
the  telephone  company  as  to  poles  and  cross-arms  ?    A.  Yes,  sir. 

By  Chairman  Davis  : 

Q.  That  was  the  251  miles  stretch?  A.  Yes,  sir;  Tampa  to 
Jacksonville ;  I  think  it  was  about  seven  years  ago,  if  my  memory 
serves  me  correctly. 

Mr.  Page:  Mr.  Xallv,  was  the  statement  as  to  the  number  of 
pole  lines  and  wires  in  the  city  of  Xew  York  one  of  the  things 
which  you  were  to  furnish  ? 

Mr.  Xally:     I  have  furnished  it. 

Mr.  Px\ge:    You  have  furnished  it? 

Mr.  -N^ally:    Yes. 

Mr.  Page  :  I  did  not  recall  it.  And  did  you  furnish  anything 
in  regard  to  the  value  of  the  telegraph  companies  in  this  State,  the 
New  England  Telegraph  Company? 

Mr.  Nally  :    That  will  be  found  in  the  tax  statement. 

Q.  Mr.  Mackay,  could  you  tell  approximately,  the  value  of  the 
property  of  the  New  England  Telegraph  Company  in  the  State  of 
New  York  ?    A.  I  could  not. 

Q.  Referring  now  to  tangible  property  ?    A.  I  could  not. 

Q.  Who  could?  A.  I  will  tell  you  why  also,  because  it  goes 
back,  if  my  memory  serves  me  correctly,  to  1883,  and  there  have 
been  so  many  ramifications  to  that  company;  that  is,  its  original 
purchase,  what  it  was  bought  for  —  my  father  advanced  the 
money,  if  my  memory  serves  me  correct.  The  company  had  no 
<jredit  at  that  time,  and  it  was  in  order  to  connect  our  eastern 
terminus,  that  is,  going  from  Kansas  to  Rockport,  and  what  was 
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spent  on  it,  and  the  condition  the  lines  were  in,  and  so  forth,  and 
the  value  of  the  property,  I  could  not  tell ;  and,  frankly,  I  do  not 
see  how  we  are  going  to  get  it.  I  am  willing  to  try,  if  you  will 
give  me  an  idea. 

Q.  It  would  require  an  appraisal  of  the  physical  property  to 
give  that  value  ?  A.  It  would,  and  it  would  not  be  accurate,  in 
my  opinion ;  I  don't  see  how  it  could  be. 

Q.  If  an  appraisal  should  be  had,  can  you  tell  about  how  much 
time  would  be  consumed  in  making  that  with  a  proper  force  ?  A. 
They  would  have  to  go  back,  as  I  say,  to  the  early  eighties;  it 
would  take  a  very  long  time,  that  I  know,  Mr.  Page. 

Q.  Have  you  any  idea  as  to  the  cost  of  making  such  an  appraisal, 
simply  covering  the  State  of  New  York?  A.  Well,  it  would  be 
expensive  because  we  would  have  to  employ  outside  help,  and  so 
forth,  to  do  it. 

Q.  Could  you,  in  round  numbers,  say  what  it  would  probably 
cost  ?  A.  I  would  not  like  to  make  that  statement,  because  I  don't 
know  accuratelv. 

Q.  It  would  be  very  interesting  to  the  Committee,  and  possibly 
discouraging,  also  ?  A.  I  am  trying  to  make  that  intimation  now, 
but  at  the  same  time  I  want  to  be  frank. 

Q.  I  think  you  have  been,  Mr.  Mackay,  exceedingly  so.  The 
reports  to  the  Committee  state  that  the  value  of  the  tangible  prop- 
erty located  in  streets  and  highways  within  the  State  is  about 
$400,000.    A.  What  report  is  that  ? 

Q.  That  is  the  report  to  this  Committee  ?  A.  I  see.  Well,  Mr. 
Ward  could  tell  you  about  the  details  of  that. 

Q.  Mr.  Ward  ?    A.  Mr.  Ward  could. 

Q.  And  he  would  know  how  that  was  arrived  at  and  he  might 
possibly  be  able  to  give  information  as  to  the  value  of  the  tangible 
property,  outside  of  streets  and  highways?  A.  I  think  he  might 
be  able  to  do  so. 

Q.  He  might  be?  A.  I  don't  know  whether  he  could,  but  he 
might. 

Mr.  Paoe:  I  think  that  is  all,  Mr.  Mackay.  I  am  obliged  to 
you,  sir. 

Mr.  Mackay:    Thank  you  very  much.     Mr.  Counsel  and  Mr. 
Chairman,  if  the  Commission  are  at  all  interested  in  seeing  the 
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workings  of  a  large  cable  company,  I  should  be  yery  pleased  if 
they  wonld  come,  at  any  time  agreeable  to  them,  by  appointment 
to  see  the  operation  of  the  cables  at  our  20  Broad  street  office,  and 
I  personally  would  take  very  much  pleasure  in  showing  you 
through  at  any  time. 

Mr.  Page  :  I  neglected  to  inquire  if  we  could  see  that. 

Mr.  Maoka Y :  I  am  glad  for  once  I  got  ahead  of  you. 

Chairman  Davis:  The  Committee  will  fix  some  time  for  that 
purpose. 

Edward  J.  ^Kally,  resumed: 

By  Mr.  Page: 

Q.  Mr.  ]Srally,  did  you  make  an  extra  copy  of  your  statement  ? 
Have  you  a  manifold  of  that  statement  that  I  may  take?  A. 
Yes,  sir  (producing  same). 

Q.  You  have  already  been  sworn,  haven't  you,  in  these  hear- 
ings ?    A.  Yes  sir. 

Q.  And  there  was  certain  information  called  for  which  you 
were  unable  to  furnish  here  at  the  time  you  were  on  the  witness 
stand  before  ?    A.  Yes,  sir. 

Q.  And  there  was  certain  testimony  or  information  asked  for 
of  Mr.  Bruch  which  he  was  unable  to  furnish  at  that  time  ?  A. 
Well,  you  did  not  call  on  him  to  furnish  it,  but  which  I  have  since 
obtained  and  include  in  here. 

Q.  He  was  subpoenaed  to  produce  it.  I  think  I  talked  with 
him  in  regard  to  certain  matters  which  I  would  ask  him  about? 
A.  I  did  not  think  he  had  been  called  at  all.    I  have  forgotten  it. 

Q.  I  do  not  think  it  was  on  the  witness  stand.  I  think  it  was 
during  conversation  in  the  room.    A.  Possibly. 

Q.  Have  you  prepared  a  statement  which  covers  the  infor- 
mation which  you  were  unable  to  furnish  previously?  A.  Yes, 
as  near  as  I  have  been  able  to  get  full  information  to  the  questions 
asked. 

Q.  If  you  will  do  so,  please  read  the  statement  in  the  record. 
If  you  interject  or  vary  the  statement  at  all,  call  the  stenographer's 
aUen!ion  to  it,  so  he  will  be  sure  to  get  it?  A.  Page  858,*  you 
ask  as  to  the  capital  stock  of  the  original  Postal  Company,  and 

*  Page  numbers  refer  to  stenographer's  minutes. 
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also  as  to  how  the  property  of  that  company  was  transferred  to 
the  new  company  in  1886.  We  had  nothing  to  do  with  the  orig- 
inal Postal  Company,  which  became  insolvent  and  all  its  property 
was  sold  out.  I  have  talked  with  one  of  the  receivers,  however, 
and  he  tells  me  that  the  only  property  which  that  company  owned 
was  a  single  wire  from  Xew  York  to  Chicago  and  from  Chicago 
to  St.  Louis,  strung  on  a  bracket  on  a  pole  line  which  that  com- 
pany also  owned  between  those  points,  but  which  had  nothing  else 
on  it.  When  the  property  was  sold  out  in  insolvency  proceedings, 
it  seems  that  it  was  sold  in  fragments  on  account  of  its  running 
through  different  states.  I  am  unable  to  ascertain  whether  all 
those  fragments  were  acquired  by  the  Postal  Telegraph-Cable 
Company,  nor  just  when  and  how  and  for  what  consideration  they 
were  finally  transferred,  if  at  all,  to  that  company  in  1886  or 
thereafter.  As  to  the  capital  stock  of  the  original  Postal  Com- 
pany, no  one  seems  to  know  anything  about  that,  and  so  I  have 
caused  the  records  of  the  county  clerk  of  New  York  county  to  be 
searched  and  they  show  that  the  Postal  Telegraph  Company  was 
incorporated  June  18,  1881,  to  build  telegraph  lines  throughout 
the  United  States,  Canada  and  Mexico.  Its  capital  stock  was 
$3,000,  with  power  to  increase  it  to  $21,000,000.  March  31, 
1882,  a  certificate  of  increase  of  the  capital  stock  to  $21,000,000 
was  filed.  The  Postal  Telegraph  and  Cable  Company  was  incor- 
porated October  19,  1883.  Its  capital  stock  was  $1,500.  Novem- 
ber 12,  1883,  this  was  increased  by  certificate  to  $10,500,000. 
How  much  of  the  $21,000,000  capital  stock  of  the  Postal  Tele- 
graph Company  and  how  much  of  the  $10,500,000  capital  stock 
of  the  Postal  Telegraph  and  Cable  Company  was  actually  issued, 
I  am  unable  to  ascertain,  those  companies  having  become  insolvent 
prior  to  l88G.  Receivers  were  appointed  and  their  property  sold 
out.  On  page  870,  you  also  ask  if  the  Postal  Telegraph-Cable 
Company  deeded  or  conveyed  or  transferred  in  some  manner  all 
its  property  in  New  York  State  to  the  New  England  Telegraph 
Company  and  took  back  from  the  New  England  Telegraph  Com- 
pany all  of  the  capital  stock  of  that  company  in  payment  for  the 
property  it  conveyed.  On  June  14,  1900,  the  New  England 
Telegraph  Company  purchased  pro]Xirty  in  New  York  State 
from  the  Commercial  Cable  and  Telegraph  Company,  subject  to 
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the  mortgage.  The  consideration  from  the  Xew  England  Com- 
pany to  the  Commercial  Cable  and  Telegraph  Company  was  that 
the  New  England  Company,  on  June  14,  1900,  assumed  the  pay- 
ment of  the  principal  and  interest  of  $500,000  par  value  of  the 
bonds  of  the  Commercial  Cable  Company.  In  regard  to  the  issue 
of  the  capital  stock  of  the  New  England  Telegraph  Company,  I 
have  looked  that  matter  up  the  best  I  could,  and  the  only  infor- 
mation I  -can  obtain  is  contained  in  the  minute  book  of  that  com- 
pany, which  the  Committee  has  seen.  That  minute  book  would 
indicate  that  the  capital  stock  of  the  New  England  Telegraph 
Company  was  originally  paid  for  in  cash.  In  answer  to  your 
query  on  page  871,*  as  to  the  complete  history  of  the  finances, 
financial  transactions,  capitalization  and  bond  issue  of  the  various 
companies  from  the  beginning  up  to  the  present  time,  I  would 
say  that  the  complete  history  of  the  various  companies  would 
make  a  volume.  It  is  impossible  to  compile  such  a  history  witli- 
out  studying  the  records  of  the  various  companies;  and  in  order 
to  do  this  we  would  have  to  send  a  man  about  the  country.  In 
answer  to  your  query  as  to  whether  the  Champlain  Company  is 
able,  out  of  the  10  per  cent.,  to  make  all  necessary  repairs,  con- 
struction and  reconstruction,  I  would  say  that  the  Champlain 
Company  retains  90  per  cent,  of  its  collections  on  interchanged 
business,  not  10  per  cent.;  and  that  it  is  able  out  of  this  90  per 
cent,  to  make  all  necessary  repairs,  construction  and  reconstruc- 
tion. Further,  on  pages  873  and  874,  you  ask  if  the  percentages 
allotted  to  the  Pennsylvania  Company  are  sufficient  to  cover  the 
ordinary  expenses  of  the  company  for  construction  and  recon- 
struction. We  believe  that  the  percentages  allotted  to  the  Penn- 
sylvania companies  are  sufficient.  (The  books  of  all  of  these 
companies  are  in  Pennsylvania.)  But  if  they  are  not  sufficient, 
the  contracts  provide  that  any  sums  of  money  which  the  Penn- 
sylvania Company  shall  have  paid  out  for  construction  and  recon- 
struction, other  than  the  usual  repairs,  shall  be  deducted  from  the 
amount  paid  to  the  New  England  Company.  And  the  contracts 
also  provide  that  if  the  provisions  thereof  work  unjustly  and 
impose  burdens  or  hardships  contrary  to  equity,  and  the  parties 
cannot  agree  upon  a  modification  of  the  provisions,  the  subject 
of  difference  may  be  submitted  to  arbitrators,   it  being  under- 
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stood  that  the  powers  of  the  arbitrators  shall  not  extend  to  the 
making  of  either  wholly  or  substantially  a  new  contract,  but 
simply  to  the  relief  of  either  party  from  any  provisions  which 
experience  shall  have  proved  to  be  inequitable  and  the  operation 
of  which  cannot  be  presumed  to  have  been  foreseen.  In  reply  to 
your  query  on  page  879,  I  would  say  that  there  is  no  contract 
between  the  Postal  Telegraph  and  Cable  Company  No,  1  (of 
Pennsylvania)  and  the  New  England  Telegraph  Company  of  New 
York.  Answering  your  query  on  page  880,  I  would  say  there  is 
an  accounting  between  the  New  England  Telegraph  Company  of 
New  York  and  the  Postal  Telegraph  Cable  Company  of  Con- 
necticut in  regard  to  interstate  business  originating  in  New  York, 
and  directed  to  Connecticut.  There  is  no  accounting  between  the 
two  companies  for  the  intrastate  business  done  by  the  New  Eng- 
land Company.  The  tolls  collected  on  intrastate  business  belong 
to  it  and  are  not  divided  with  any  other  company,  except,  of 
course,  intrastate  business  that  is  handled  part  of  the  way  by 
some  other  or  connecting  company,  such  as  the  Western  Union 
or  a  telephone  company.  In  answer  to  your  query  on  page  884 
as  to  whether  the  New  England  Telegraph  Company  of  New 
York  has  a  mortgage  on  its  property,  I  would  say  that  the  New 
England  Telegraph  Company  of  New  York  has  never  itself  mort- 
gaged its  property,  but  it  did  assume  the  payment  of  $650,000 
principal  and  interest  of  the  Commercial  Cable  Company's  mort- 
gage on  the  property.  On  pages  885-8S6,  you  ask  me  to  produce 
the  minute  book  or  any  other  book  or  paper  showing  authority 
given  to  the  officers  of  the  New  England  Telegraph  Company  of 
New  York  to  issue  a  mortgage  or  execute  a  mortgage  of  $650,000. 
On  June  11,  1900,  the  New  England  Company  assumed  the  pay- 
ment, principal  and  interest,  of  $500,000  par  value  of  the  Com- 
mercial Cable  Company's  bonds  secured  by  the  mortgage  on  the 
property  in  New  York  State.  In  November,  1901,  the  company 
accepted  an  offer  made  by  the  Commercial  Cable  and  Telegraph 
Company  to  cancel  the  claims  of  the  latter  company  for  large 
sums  of  money  expended  for  the  benefit  of  the  New  England  Com- 
pany under  an  understanding  that  the  latter  company  would 
compensate  the  Commercial  Cable  and  Telegraph  Company  for 
so  doing,  provided  that  the  New  England  Company  should  assume 
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the  payment,  principal  and  interest,  of  $300,000  of  the  first  mort- 
gage bonds  of  the  Commercial  Cable  Company,  in  addition  to  the 
$500,000  of  said  bonds  already  assumed,  thus  rendering  the  New 
England  Company  liable  for  $800,000,  principal  and  interest,  of 
said  bonds.    Subsequently,  in  1905,  the  New  England  Company's 
property  in  the  State  of  Connecticut  was  sold,  subject  to  the  mort- 
gage, and  in  1906,  its  property  in  Massachusetts  was  sold,  subject 
to  the  mortgage,  and  this  resulted  in  the  reduction  to  $650,000 
of  the  amount  of  the  mortgage  for  which  the  New  England  Com- 
pany was  liable,  the  $150,000  being  assumed  by  the  vendees.     As 
to  the  record  of  the  authority  given  to  the  officers  of  that  company 
to  issue  bonds  under  that  mortgage,  you  have,  I  think,  seen  the 
minute  book.     The  New  England  Telegraph  Company  has  no 
subsidiary  companies.     The  company  was  organized  under  the 
laws  of  the  State  of  New  York  on  or  about  August  7,  1883,  for 
the  purpose  of  connecting  various  points  in  the  city  of  New  York 
to  other  points  in  said  city  and  to  other  cities  in  said  State,  and 
various  points  within  such  cities  and  with  cities  in  other  states. 
Its  capital  stock  was  $250,000.     This  was  increased  in  April, 
1888,  to  $280,000.     The  increase  was  made  because  the  cost  of 
construction  of  the  lines  had  exceeded  by  $30,000  the  authorized 
stock  of  the  company.     The  capital  was  reduced  in  November, 
1899,  to  $50,000.     The  New  England  Telegraph  Company  (the 
New  York  corporation)  owns  and  operates  no  property  outside  of 
the  State  of  New  York.     The  company  has  been  and  is  actively 
carrying  on  business  in  the  State.    It  has  in  force  various  traffic 
agreements,  numerous  leases  of  office  premises  and  a  great  many 
contracts  relating  to  rights  of  way,  pole  privileges,  etc.,  etc.,  such 
as  are  necessary  in  the  carrying  on  of  its  business.     The  officers 
and  directors  of  the  New  England  Telegraph  Company  are  as 
follows:    Directors  —  E.  J.  Nally,  C.  C.  Adams,  C.  P.  Bruch. 
Officers  —  President,  E.  J.  Nally;  vice-president,  C.  P.  Bruch; 
secretary,  W.  B.  Dunn ;  treasurer,  T.  L.  Cuyler,  Jr.    Replying  to 
your  question  on  page  894,  the  New  England  Telegraph  Company 
owns  no  conduits  in  Brooklyn.     We  rent  conduit  space  for  a 
comparatively  short  distance  from  a  point  on  the  elevated  structure 
to  our  office  in  Montague  street.    On  page  900,  reference  is  again 
made  to  the  matter  of  the  New  England  Company  executing  a 
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mortgage.  The  New  England  Company,  as  a  company,  has  not 
itself  executed  a  mortgage  on  its  property  to  any  one.  The 
security  for  the  paymeut  of  bonds  issued  under  the  Commercial 
Cable  Company's  mortgage  consisted  of  physical  properties  and 
also  of  certificates  of  stock  of  various  companies.  Referring  to 
your  query  on  page  932,*  the  capital  stock  of  the  Commercial 

Union   Telegraph   Company  is  $500,000,   divided   into   20,000 
shares  of  a  par  value  of  $25  each. 
Q.  What  is  the  Commercial  Union  Company  ?    A.  That  was  an 

independent  company,  Mr.  Page. 

Q.  Doing  business  where?  A.  Doing  business  in  New  York 
and  in  Massachusetts  and  in  Connecticut. 

Q.  Is  it  doing  business  now?  A.  It  is  leased,  leased  by  our 
company. 

Q.  By  the  New  England?  A.  Yes,  sir.  On  page  955  you  ask 
how  many  messages  were  handled  over  the  lines  of  the  New  Eng- 
land Telegraph  Company  after  all  the  messages  were  reduced  to 
the  average.  Our  accounting  department  has  figured  this  out, 
and  says  that  the  answer  should  be,  that,  counting  the  messages 
absolutely  (without  any  average)  the  New  England  Telegraph 
Company  handled  during  the  first  nine  months  of  1909  about 
3,300,000  messages,  and  that  this  is  about  at  the  rate  of  4,400,000 
messages  during  the  year  1909. 

Q.  Have  you  anything  that  will  give  the  average  amount  re- 
ceived for  those  messages  by  the  company  ?  A.  No,  I  haven't  that 
here. 

Q.  That  could  be  determined?  A.  That  could  be  determined, 
yes,  sir. 

Q.  Would  you  mind  furnishing  the  Committee  with  that  infor- 
mation ?  A.  Yes.  I  will  try  to  get  that.  On  page  963,  you  ask 
whether  the  New  England  Telegraph  Company  of  New  York  has 
any  contracts  in  regard  to  interchange  of  business,  other  than  those 
produced  the  day  before.  The  New  England  Telegraph  Company 
has  contracts  for  the  interchange  of  business  with  Postal  Tele- 
graph-Cable Company,  Connecticut;  Postal  Telegraph  Company, 
Pennsylvania;  Postal  Telegraph  and  Cable  Company  No.  2, 
Pennsylvania;  the  Champlain  Telegraph  Company;  it  also  has 
a  traffic  agreement  with  the  Saranac  and  Lake  Placid  railroad, 
the  obligations  of  which  it  assumed  when  it  acquired  the  property 

*  Page  numbers  refer  to  stenographer's  minutes. 
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in  the  State.  Of  course,  it  has  a  great  many  contracts  relative  to 
operations,  such  as  leases  of  office  space,  arrangements  for  pole 
space,  rights  of  way,  contracts  for  electric  light  and  power  and 
telephone  service,  etc.,  etc.  Replying  to  your  query  on  page  965, 
as  to  the  increase  in  value  of  the  property  of  the  New  England 
Company  within  the  State  during  the  past  dozen  years,  and  the 
additions  made  to  it  in  that  time,  the  answer  is  that  the  property 
of  the  New  England  Telegraph  Company  has  undoubtedly  in- 
creased during  the  past  twelve  years,  but  no  one  could  tell  how 
much  it  has  increased  in  value,  and  that  as  to  the  increase  in 
mileage  and  wires,  we  do  not  find  that  any  new  routes  or  exten- 
sions of  any  consequence  have  been  l)uilt,  but  that  there  have  been 
a  great  many  changes  during  the  past  twelve  years,  necessitated 
by  a  large  number  of  things,  as,  for  instance,  substituting  under- 
ground conduits  for  overhead  poles  and  wires  in  many  cities  in 
New  York  State  where  such  change  was  required  by  municipal 
ordinance,  and  also  in  reconstructing  lines  where  the  old  lines 
had  decayed,  and  also  in  reconstructing  lines  where  sudden  storms 
have  completely  wiped  out  the  old  line,  just  as  happened  to  the 
Massachusetts  lines  a  few  days  ago,  and  just  as  happened  to  the 
lines  at  Washington  last  March  on  inauguration  day,  when  a 
violent  storm  destroyed  all  the  lines  in  and  about  Washington  and 
Ealtiniore.  It  is  not  practicable  to  state  just  how  much  change 
this  made  in  the  value  of  the  property  or  change  in  the  mileage  of 
the  wires. 

Q.  In  your  statement  on  the  third  page,  the  next  to  the  last 
paragraph,  there  is  a  little  confusion  of  words,  isn't  there?  Your 
statement  that  there  is  no  accounting  between  the  two  companies 
for  the  intrastate  business  done  by  the  New  England  Company 
does  not  apply  in  any  way  to  the  intrastate  business  done  between 
the  Connecticut  Company  and  the  New  England  Company;  is 
that  correct?  A.  That  the  New  England  Company  does  not  ac- 
count to  any  company  for  intrastate  business. 

Q.  But  the  other  companies  that  it  has  contracts  with  account 
to  it?     A.  For  interstate  busine.ss. 

Q.  For  interstate  business  ?  A.  Interstate,  yes.  x\ny  business 
of  its  own  lines,  it  does  not  account  to  any  company  for  except  its 
pay-outs. 
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Q.  And  is  it  by  means  of  the  traffic  arrangements  that  the 
moneys  collected  by  the  different  companies  making  up  the  Postal 
system  is  gradually  moved  towards  the  commercial  center? 
A.  Yes,  sir. 

Q.  It  is  done  wholly  through  contracts  like  the  one,  well,  say 
Exhibit  24,  between  the  Postal  Telegraph  Company  and  the 
New  England  Telegraph  Company;  now,  the  Postal  Telegraph 
Company,  which  is  a  Pennsylvania  corporation,  has  a  similar 
contract  with  the  company  next  west?     A.  Yes,  sir. 

Q.  Whereby  the  western  company  accounts  to  the  Pennsylvania, 
but  the  Pennsylvania  does  not  account  to  the  western  company,  is 
that  correct?  A.  I  think  both  ways;  I  think  that  the  Pennsyl- 
vania Company  accounts  to  the  other  company  for  interstate  busi- 
ness, just  as  the  other  company  accounts  to  the  Pennsylvania  Com- 
pany for  interstate  business. 

Q.  Y'ou  think  the  accounting  is  the  same  between  these  two 
companies,  the  Ohio  company  and  the  Pennsylvania  Company? 
A.  Yes,  they  account  the  same,  although  the  rate  may  vary. 

Q.  So  that  the  greater  part  of  the  income  from  interstate  busi- 
ness comes  to  the  Pennsylvania  Company,  is  that  correct? 
A.  Well,  1  don't  know  about  the  Pennsylvania  Company. 

Q.  Does  the  Pennsylvania  Company  pay  any  dividends? 
A.  No. 

Q.  Does  the  Ohio  company  pay  any  dividends?    A.  No. 

Q.  Do  any  of  the  subsidiary  companies  of  ihe  Postal  system 
pay  dividends  on  the  stock  which  is  owned  by  the  Mackay  Com- 
panies?    A.  No. 

Q.  Well,  some  of  them  make  a  profit?     A.  Yes. 

Q.  And  the  profits  which  they  make  in  some  manner  get  into 
the  treasury  of  the  Mackay  Companies  so  as  to  be  available  for 
paying  dividends?     A.  Yes. 

Q.  And  the  earnings  or  a  portion  of  the  earnings  of  these  com- 
panies gets  into  the  treasury  of  the  Commercial  Cable  Company, 
so  as  to  be  available  for  paying  interest  on  the  $20,000,000  bonds 
outstanding?    A.  Yes. 

Q.  Will  you  tell  the  Committee  how  that  is  accomplished? 
A,  Well,  I  think  that  was  explained  before,  Mr.  Page. 

Q.  I  think  not ;  I  am  sure  I  would  remember  it  if  it  had  been. 
A.  My  understanding  of  it  is  that  what  is  left  over  from  paying 
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the  operating  expenses  of  these  local  companies  throughout  the 
country  is  remitted  to  Mr.  Cuyler,  the  treasurer  in  New  York, 
and  by  him  deposited  to  the  special  land-line  account. 

Q.  That  is,  it  is  remitted  to  him  as  treasurer  of  the  local  com- 
panies?   A.  Yes. 

Q.  He  being  treasurer  of  all  the  local  companies?  A.  Prac- 
tically all,  yes,  sir. 

Q.  And  that  all  goes  into  the  land-line  account  ?  A.  The  special 
land-line  account. 

Q.  That  is  the  account  we  have  had  some  testimony  about? 
A.  Yes;  you  had  the  passbook. 

Q.  We  had  the  passbook  here?     A.  Yes,  sir. 

Q.  And  that  fund  which  stands  in  the  name  of  the  special  land- 
lines  account  is  considered  the  property  of  the  Commercial* Cable 
Company?    A.  Well,  I  don't  know  as  to  that. 

Q.  Who  would  know  about  that,  Mr.  Ward  or  Mr.  Adams? 
A.  Xo,  neither. 

Q.  Mr.  Beck?     A.  Mr.  Beck,  probably. 

Q.  Mr.  Piatt?     A.  Mr.  Beck  or  Mr.  Piatt. 

Q.  Do  you  know  whether  or  not  the  Commercial  Cable  Com- 
pany pays  a  dividend  on  its  stock?  A.  I  think  it  does,  although 
that  is  a  Commercial  Cable  Company  matter  that  I  prefer  not  — 

Q.  You  are  not  an  officer  of  the  Commercial  Cable  Company, 
and  cannot  say  about  that?     A.  No. 

Q.  I  read  from  Exhibit  24  for  identification :  "  The  Pennsyl- 
vania Company  shall,  on  the  tolls  on  interchange  telegraph  busi- 
ness collected  at  the  offices  of  the  Pennsylvania  Company,  account 
to  the  New  England  Company  for  the  amounts  which  the  New 
England  Company  or  its  connections  may  pay  or  account  for  to 
other  connecting  lines,  including  ocean  cable  lines,  and  for  85 
per  cent,  of  the  balance,  retaining  15  per  cent,  of  sueh  balance. 
From  said  85  per  cent,  going  and  Wonging  to  the  New  England 
Company  or  its  connections,  there  shall  first  be  deducted  any  sums 
of  money  which  the  Pennsylvania  Company  shall  have  paid  out  foh 
the  construction  and  reconstruction,  other  than  usual  repairs." 
Now,  there  is  no  provision  for  the  New  England  Company  ac- 
counting to  the  Pennsylvania  Company  for  the  business  which 
originates  in  the  New  England  Company's  territory,  is  there?, 
A.  I  don't  know,  unless  I  see. 
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Q.  I  have  not  been  able  to  find  anything  myself,  that  it  is  so. 
A.  No. 

Q.  Then  there  is  a  provision  in  these  contracts  —  what  do  you 
call  these  contracts?    A.  Connecting-line. 

Q.  Connecting-line  contracts?     A.  Yes,  sir. 

Q.  There  is  a  provision  somewhere  in  regard  to  cancelling  any 
indebtedness,  is  there  not  ?    A.  I  really  do  not  remember. 

Q.  Could  you  turn  to  it  ?  I  don't  find  it,  but  there  is  a  provision 
there,  is  there  not  ?    A.  I  really  don't  remember. 

Q.  I  thought  you  were  more  familiar  with  it  than  I,  and  could 
find  it  more  readily  ?    A.  Well,  I  can't  remember  it. 

Q.  That  is  a  provision  to  the  effect  that  if  the  Pennsylvania 
Company  is  losing  money  it  can  apply  for  relief  ?  A.  Yes,  I  be- 
lieve there  is  such  a  contract. 

Q.  There  is  such  a  clause  there,  I  am  sure.  A.  (Referring  to 
Mr.  Bruch.)   Can  you  find  this? 

•  (At  this  point  Mr.  Wilcox  presented  another  contract.) 

Q.  Referring  to  your  statement  again  to  the  effect  that  the  capi- 
tal was  reduced  in  November,  1899,  $50,000,  will  you  state  to  the 
Committee  why  that  reduction  was  made  ?    A.  I  don't  know  why. 

Q.  It  was  reduced  way  below  the  actual  value  of  the  property 
of  the  company  ?    A.  Yes,  made  nominal. 

Q.  So  that  the  capital  stock  outstanding  in  no  way  represents 
the  actual  capital  of  the  company  ?    A.  No. 

Q.  Or  the  amount  invested  ?    A.  No. 

Q.  Reading  again  from  Exhibit  24  for  identification :  "  If  at 
any  time  or  times  hereafter,  it  shall  be  considered  by  either  the 
New  England  Company  or  the  Pennsylvania  Company,  that  the 
provisions  hereof,  or  any  of  them,  work  unjustly  or  impose  burdens 
or  hardships  contrary  to  equity,  and  the  parties  cannot  agree  upon 
a  modification  of  such  provisions,  the  subject  or  subjects  of  dif- 
ference shall  be  submitted  to  three  competent  and  disinterested 
arbitrators."  Has  there  ever  been  a  time  when  that  provision  has 
worked  unjustly  to  either  company?  A.  Yes,  I  think  there  have 
been. 

Q.  On  how  many  occasions?  A.  I  cannot  just  cite,  but  I  do 
know  there  have  been  occasions  where  it  has  been  adjusted  and 
new  contracts  made. 
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Q.  Has  it  ever  been  adjusted  without  new  contracts?  A.  I 
think  not.    Mr.  Bruch  could  testify  positively  as  to  that. 

Q.  Mr.  Nally,  what  about  the  messenger  service;  is  that  a 
profitable  department  of  the  company's  business  in  New  York? 
A.  I  would  have  to  look  into  that.  It  is  awfully  hard  to  tell,  be- 
cause the  two  things  are  merged. 

Q.  That  is,  you  do  not  credit  the  messenger  department  with 
anything  for  getting  the  messages  ?    A.  Xo,  sir. 

Q.  Or  delivering  a  message?  A.  Xo,  nor  charge  against  that 
department  the  salary;  the  two  work  together. 

Q.  Here  is  a  printed  slip  with  the  name  United  District  Mes- 
senger Company ;  do  you  know  what  that  is  ?    A.  Yes,  Mr.  Page. 

Q.  Will  you  tell  the  Committee,  please  ?  A.  It  is  the  name  of 
a  district  company  here,  that,  I  think,  is  owned  or  managed  by  a 
former  Western  Union  official,  Mr.  Raynes. 

Q.  Is  it  in  any  manner  connected  with  the  Postal  ?  A.  No,  sir, 
not  at  all. 

Q.  Do  you  employ  it  in  collecting  or  distributing  messages? 
A.  I  am  not  sure,  but  I  believe  they  pick  up  some  messages  and 
turn  over  to  us  for  which  we  pay  the  usual  pick-up  rate. 

Q.  Which  is  how  much  ?    A.  I  think  three  cents. 

Q.  Where  are  the  offices  of  that  company?  A.  Sixth  avenue 
and  Forty-fifth  street.  I  am  corrected  on  that  last  statement  We 
do  not  pay  them  anything,  Mr.  Page. 

Q.  Some  time  ago,  Mr.  Xally,  a  call  for  a  messenger  was  turned 
in  from  a  call  box  of  the  Postal  Company,  I  think  labeled  Postal, 
with  the  Postal  Company's  name  on  it,  and  the  boy  that  answered 
the  call  brought  a  Postal  telegram  sending  blank,  Exhibit  21  for 
identification,  and  attached  to  it  was  a  yellow  slip  bearing  the 
name  United  District  Messenger  Company,  which  also  bears  the 
serial  number  300,1 2^;  how  do  you  account  for  that?  A.  I  can- 
not account  for  it. 

Q.  Who  do  you  think  can  account  for  it?  A.  I  was  going  to 
say  unless  it  might  have  been  at  that  moment,  we  were  out  of  boys 
when  a  call  came  in  for  some  reason,  and  they  might  temporarily 
have  hired  a  boy  of  that  company  to  run  the  call.  I  don't  know 
that  that  is  the  case ;  I  am  merely  trying  to  account  for  it. 

Q.  The  boy  came  —    A.  I  cannot  account  for  it. 
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Q.  He  brought  this  yellow  slip,  United  District  Messenger 
Company  printed  across  the  top  of  it?  A.  I  cannot  understand 
it ;  I  cannot  explain  it. 

Q.  Do  you  know  if  the  United  District  Messenger  Company  is 
a  corporation  ?    A.  I  know  nothing  about  it  at  all, 

Q.  So  that  you  cannot  answer  in  regard  to  the  profits  of  the 
messenger  service  ?    A.  Yes,  I  told  you  I  could  not  tell, 

Q.  You  cannot  tell?    A.  No. 

Q.  Who  can  tell  ?     A.  No  one  can  tell. 

Q.  I  think  you  testified,  Mr.  Nally,  that  you  rented  conduits  of 
the  Empire  Subway  Company?    A.  Yes,  sir. 

Q.  That  is  the  New  England  Telegraph  Company?  A.  Yes, 
sir. 

Q.  And  did  you  find  out  what  the  rental  is  ?  A.  I  gave  you  the 
figures. 

Q.  And  can  you  tell  in  what  book  the  record  of  that  is  kept? 
A.  You  mean  in  your  book  ? 

Q.  No,  what  book  of  the  New  England  Telegraph  Company 
contains  a  record  of  the  account  between  it  and  the  Empire  City 
Subway  ?    A.  T  oould  not  tell  you  that. 

Q.  Do  you  know  if  there  is  a  book?  A.  If  I  remember,  Mr. 
Page,  I  testified  that  that  rental  was  paid  by  check  of  the  Postal 
Telegraph  Company,  out  of  the  checking  account,  that  is  my 
recollection. 

Q.  The  Postal  Telegraph  checking  account?  A.  Yes,  that  is 
what  I  testified,  if  I  recollect. 

Q.  And  that  is  the  account  against  which  Mr.  Cuyler  draws 
checks?     A.  Yes,  sir. 

Q.  1  understand  from  Mr.  ^Vilcox,  that  he  was  unable  to  find 
any  accounts  of  that  transaction.     A.  That  explains  it. 

Q.  Is  there  an  account  kept?  A.  Ye;^  Mr.  Cuyler  has  an 
account,  but  probably  not  on  the  New  England  books. 

Q.  What  books  would  it  be  on?    A.  I  could  not  say. 

Q.  What  books  is  it  on  ?  A.  Mr.  Cuyler  would  have  some  books 
that  account  would  be  kept  on. 

Q.  Mr.  Cuyler  would  have  that?    A.  Yes,  sir. 

0.  Then  there  is  a  lodger  account  between  this  company  and 
the  Empire  Company  ?     A.  Yes,  sir. 
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Q.  And  will  you  instruct  Mr.  Ouyler  to  permit  Mr.  Wilcox 
to  examine  that  account?    A.  Yes,  sir. 

Q.  And  has  the  New  England  Telegraph  Company  a  construc- 
tion account?    A.  No. 

Q.  Has  it  ever  had  a  construction  account?  A.  None  that  I 
know  of. 

Q.  To  what  account  is  the  cost  of  new  lines,  extensions  and 
«o  forth,  charged?  A.  I  think  the  special  land-line  account;  I 
think  the  money  is  advanced  out  of  that. 

Q.  And  that  is  true  of  every  other  company  in  the  Postal 
system?    A.  Yes. 

Q.  That  all  new  work  is  paid  for  out  of  the  special  land-line 
account  ?  A.  That  is  my  understanding. 

Q.  And  there  is  no  record  of  that  kept  on  the  books  of  the 
individual  companies  ?    A.  I  think  not. 

Q.  Or  of  any  of  them  ?    A.  Yes,  sir. 

Q.  So  that  it  is  impossible,  by  an  examination  of  the  books  of 
the  New  England  Telegraph  Company  to  determine  what  it  has 
paid  out  in  any  year  for  extensions  or  betterments  or  reconstruc- 
tion, or  repairs,  is  that  correct?  A.  No,  I  think  that  the  books 
of  the  local  companies  show  what  has  been  paid  out  for  repairs 
and  maintenance,  and  possibly  for  reconstruction. 

Q.  But  not  for  extensions  ?    A.  No. 

Q.  Do  you  happen  to  know  if  there  is  any  profit  and  loss  account 
kept  now  by  the  New  England  Company?    A.  I  don't  know. 

Q.  Who  would  know  about  that?    A.  Mr.  Cuyler. 

Q.  Isn't  there  someone  else  that  would  know  ?    A.  I  think  not 

Q.  You  heard  the  testimony  of  Mr.  Mackay  to  the  effect  that 
he  received  no  salary?    A.  Yes,  sir. 

Q.  Do  you  know  that  it  appears  from  the  books  of  the  New 
[England  Company  that  the  salaries  for  the  past  two  years 
amounted  to  nearly  one  and  a  half  millions  of  dollars,  or  over 
one  and  a  half  millions  of  dollars?  A.  That  is  not  unusual,  or 
improbable. 

Q.  Who  could  analyze  that  account?     A.  Mr.  Cuyler. 

Q.  And  tell  where  it  all  went?    A.  Yes.  ■ 
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Q.  And  all  of  that  was  paid  on  account  of  the  New  England 
Company,  or  was  part  of  it  paid  for  other  companies?  A.  You 
must  understand  that,  in  New  York  alone,  we  have  a  pretty  big 
payroll. 

Q.  I  expect  so.  A.  We  have  a  thousand  or  fifteen  hundred 
people. 

Q.  I  suppose  so,  but  that  item  does  not  include  any  officers' 
salaries,  does  it  ?    A.  It  probably  does,  although  I  am  not  positive. 

Q.  You  think  that  would  include  the  officers'  salaries?  A. 
Possibly. 

Q.  I  understood  that  it  did  not,  that  it  merely  included  the 
salaries  of  operators ;  well,  every  employee  drawing  a  salary,  from 
managers  down.    A.  I  am  not  clear  as  to  that. 

Q.  But  not  officers'  salaries;  you  don't  know  as  to  that?  A. 
No,  sir. 

Q.  Mr.  Cuyler  would  know?  A.  Yes;  my  understanding  was 
that  the  preparation  of  the  executive  office  expense,  that  is,  the 
administration  expense,  was  charged  to  each  company ;  that  is  my 
own  impression. 

Q.  That  is,  that  the  executive  officers'  salaries  are  distributed 
over  all  of  the  Postal  companies  ?    A.  Yes,  sir. 

Q.  Including  the  Cable  Company?  A.  No;  that  is  the  land- 
line. 

Q.  Only  the  land-line  account  ?    A.  Yes. 

Q.  Then  the  cable  company  ?    A.  Is  separate. 

Q.  Has  a  separate  organization?  A.  Yes. 

Q.  And  a  separate  executive  force?    A.  Yes. 

Q.  Entirely,  distiuqt?  .  A.  Entirely  separate;  yes,  sir. 

Q.  Do  you  know  if  there  is  an  account  of  the  officers'  salaries 
on  the  New  England  Company's  books  ?    A.  I  don't  know. 

Q.  Or  would  that  be  on  the  Postal  Company  books  ?  A.  Poss- 
ibly, on  the  Postal  Company  books. 

Q.  And  where  do  you  keep  an  account  of  the  earnings  of  the 
messenger  service?     A.  In  the  New  England  books. 

Q.  That  is,  in  the  New  England  Company's  books  ?  A.  I  think 
so ;  yes,  sir. 
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Chaeles  Patterson  Beuch,  being  duly  sworn,  testified  as 
follows : 

By  Mr.  Page: 

Q.  Mr.  Bruch,  can  you  tell  any  more  about  the  United  District 
Messenger  Company  than  has  been  told?     A.  Yes. 

Q.  What  is  it  ?  A.  Mr.  Mike  Kaynes  was  formerly  the  super- 
intendent of  the  Western  Union  District  Service,  the  A.  D.  T.  Co., 
and,  for  some  reason,  he  severed  his  connection  with  that  company 
and  organized  an  independent  messenger  company,  which,  I  be- 
lieve, has  wires  in  the  neighborhood  of  42d  street  and  also  some 
wires  in  the  neighborhood  of  Wall  street.  I  have  forgotten  just 
how  many  years  ago,  but  I  think  it  was  six  or  seven.  He  is  a 
good  business  man  and  a  good  fellow,  but  started  in  by  putting 
his  call  boxes  in  the  offices  where  Postal  call  boxes  were  and  re- 
questing his  patrons  to  deliver  to  him  the  Postal  Telegraph  mes- 
sages. He  didn't  want  to  turn  his  business  over  to  the  Western 
Union.  I  believe  there  was  some  difference  of  opinion  between 
him  and  the  Western  Union.  He  said  nothing  to  us  about  that; 
but  came  around  to  me  one  day  saying  that  he  had  been  turning 
over  to  the  Postal  Company  a  good  many  telegrams  and  he  wanted 
to  know  whether  we  wouldn't  pay  him  a  commission  on  the  busi- 
ness turned  over.  I  told  him  we  wouldn't  do  any  such  thing; 
that  he  was  going  into  our  territory,  taking  up  our  messages,  com- 
peting with  us  and  then  asking  us  to  pay  him  for  it,  and  that 
we  were  not  going  to  submit  to  anything  of  that  kind;  that,  if 
he  w^anted  to  file  messages  with  us  of  course  we  would  take  them 
but  we  would  not  pay  a  commission,  and  orders  were  given  to 
that  effect  and,  as  far  as  I  know,  they  have  never  been  rescinded, 
and  I  believe  we  are  not  paying  Mr.  Kaynes  a  penny  for  any 
telegram  turned  over  to  us;  but,  of  course  he  does,  in  the  course 
of  his  business,  and  he  has  got  to  turn  them  over  to  some  company 
and  he  turns  them  over  to  us. 

Q.  And  does  he  also  turn  over  telegrams  to  the  Western  Union, 
as  far  as  you  know  ?  A.  That  I  don't  know.  There  was  a  time, 
I  know,  when  he  didn't  turn  them  over.  Whether  he  is  doing  so 
now  or  not  I  do  not  know. 
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Q.  Now,  referring  to  clause  13  in  Exhibit  24,  that  is  the  arbi- 
tration clause  in  the  traffic  agreement  with  the  Pennsylvania  Com- 
pany. You  have  a  similar  contract  with  the  Champlain  Telegraph 
Company  and  with  the  Connecticut  Company,  as  already  appears. 
A.  Yes. 

Q.  And  did  you  find  that  this  company  suffered  hardship  under 
the  terms  of  those  contracts  so  that  they  applied  for  relief  under 
clause  13?  A.  Those  particular  companies? 

Q.  Yes.  A.  I  cannot  recall.  I  think  that  they  did,  at  one  time, 
apply  for  a  higher  percentage  of  the  tolls. 

Q.  Do  you  know  whether  or  not  that  percentage  was  modified, 
or  was  the  adjustment  made  by  the  payment  of  a  lump  sum  or 
the  canceling  of  a  charge  ?  A.  I  don't  recall.  To  the  best  of  my 
belief  the  percentage  was  modified, 

Q.  I  show  you  Exhibit  55  for  identification  and  ask  if  you 
can  identify  that  as  a  copy  of,  or  an  extract  from,  a  letter  written 
by  you  ?  A.  I  believe  that  to  be  a  copy  of  a  letter  written  by  me. 
I  may  say  that  my  memory  in  regard  to  that  particular  transaction 
is  not  very  clear ;  because  I  was  taken  ill  almost  immediately  after 
that  with  typhoid  fever. 

Q.  That  probably  is  a  substantial  copy?  A.  I  have  no  doubt 
that  that  is  substantially  correct. 

Q.  I  will  read  Exhibit  55  for  identification:  "Postal  Tele- 
graph Cable  Co.  of  Pennsylvania,  February  5,  1909.  Under  our 
contract  with  you  of  January  1,  1907,  this  company  finds  that 
the  percentage  of  interchanged  business  going  to  this  company 
is  insufficient  to  meet  the  expenses  which  this  company  has  been 
put  to  in  handling  that  business,  and  we  think  that,  accordingly, 
the  loss,  which,  up  to  January  1,  1909,  amounted  to  $12,496.37, 
should  be  repaid  to  us  by  you  under  that  provision  of  the  contract 
which  provides  that  if  the  contract  works  unjustly  or  proves 
inequitable,  or  is  a  hardship  on  either  party,  either  party  may 
apply  for  relief."  Is  that  substantially  a  copy  of  a  letter  written 
to  the  Xew  England  Company  by  the  Postal  Telegraph  Company 
of  Pennsylvania?  A.  Xo;  this  appears  to  be  the  other  way 
around.  It  appears  to  be  a  letter  written  by  the  Xew  England 
Company. 
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Q.  That  was  written  by  the  jS'ew  England  Telegraph  Com- 
pany?   A.  Yes. 

Q.  To  the  Pennsylvania  Company  i  A.  It  appears  to  be  from 
this  copy. 

Q.  Will  you  furnish  accurate  copies  of  that  letter?  A.  I  will 
try  to;  yes,  sir.  That  is,  of  the  letter  from  the  Xew  England 
Company  to  which  company  ? 

Q.  To  the  Postal  Telegraph  Cable  Company  of  Pennsylvania? 
A.  Yes,  sir;  I  will  try  to. 

Q.  Will  you  also  furnish  a  copy  of  the  reply  to  that  letter? 
A.  Yes,  sir. 

Q.  And  will  you  also  furnish  to  the  Committee  the  corres- 
pondence upon  the  same  subject  between  the  Connecticut  Com- 
pany and  the  New  England  Telegraph  Company?     A.  Yes,  sir. 

Q.  And  between  the  Champlain  Telegraph  Company  and  the 
New  England  Telegraph  Company?     A.  Yes,  sir. 

Q.  Was  there  any  other  company  with  which  the  New  England 
Telegraph  Company  had  traffic  agreement  other  than  the  Con- 
necticut, the  Postal  Telegraph  and  Cable  Company  of  Pennsyl- 
vania, and  the  Champlain  Telegraph  Company?  There  was  one 
other,  wasn't  there?  A.  I  think  there  was  another  Pennsylvania 
company. 

Q.  I  think  so ;  I  think  there  was  Pennsylvania  Company  No.  2. 
A.  My  recollection  is  that  the  contracts  are  with  the  Connecticut 
Company,  with  two  of  the  Pennsylvania  companies  and  with  the 
Champlain  Company.  At  the  moment  I  do  not  remember  any 
more. 

Q.  If  there  is  another  Pennsylvania  company  in  which  you 
have  a  traffic  agreement,  and  there  was  dissatisfaction  in  regard 
to  the  workings  of  the  traffic  agreement  so  that  either  company 
applied  for  relief  under  clause  13,  will  you  furnish  the  Committee 
with  copies  of  the  correspondence  with  reference  to  that  matter? 
A.  Yes,  sir. 

Mr.  Page:  That  is  all. 

The  Chairman:  The  Committee  will  stand  adjourned  until 
next  Friday,  January  28,  1910,  at  11  o'clock  a.  m. 

Adjourned.  *   ♦' 
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Chairman  Davis  :  The  Committee  will  be  in  order.    Mr.  Page 
has  the  floor. 

Mr.  Page:  Mr.  Ward. 

Geobge  Gray  Ward,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page:  "71 

Q.  You  are  an  officer  of  the  Commercial   Cable   Company? 
A.  Yes,  sir. 

Q.  And  have  been  for  how  long?    A.  Twenty-five  years. 

Q.  What  is  your  office?     A.  What  is  my  office?  .    i 

Q.  Yes.    A.  Vice-president  and  general  manager. 
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Q.  And  have  you  held  that  office  for  twenty-five  years  ?  A.  Not 
all  the  time ;  part  of  the  time  I  was  secretary. 

Q.  How  long  have  you  been  vice-president  and  general  mana- 
ger ?    A.I  should  think  about  twenty  years. 

Q.  Can  you  tell  the  number  of  messages  that  are  transmitted 
from  the  office  of  the  Commercial  Cable  Company  of  this  city  every 
year  as  an  average  ?  A.  We  have  records  of  them.  I  don't  remem- 
ber them,  I  don't  remember  the  number  now. 

Q.  Can  you  approximate  how  many  ?  A.  No,  I  cannot  remem- 
ber the  number. 

Q.  Can  you  tell  how  many  are  received  at  this  office  ?  A.  No, 
I  don't  remember  that.    * 

Q.  Can  you  tell  how  many  are  delivered  in  France  by  the  com- 
pany ?    A.  No,  not  oifhand ;  I  don't  remember  the  number. 

Q.  Can  you  tell  how  many  are  transmitted  from  France? 
A.  No,  sir. 

Q.  By  your  company  ?    A.  No,  sir. 

Q.  Can  you  give  that  information  in  regard  to  England,  the 
number  received  in  England  ?  A.  Well,  I  cannot  give  it  offhand 
because  I  don't  remember. 

Q.  Will  you  go  to  the  office  of  the  company  and  inform  yourself 
in  regard  to  those  matters  and  come  back  here  and  testify  in  regard 
to  them?    A.  Yes,  sir. 

Q.  If  you  will,  please.    A.  Yes,  sir. 

Mr.  Page  :  That  is  all  for  the  present. 

Burt  G.  Hubbell,  recalled. 

By  Mr.  Page: 

Q.  Mr.  Hubbell,  your  home  is  in  Buffalo?    A.  Yes,  sir. 

Q.  And  you  are  president  of  the  Federal  Telephone  and  Tele- 
graph Company?    A.  Yes,  sir. 

Q.  And  have  been  for  how  long  ?    A.  Since  its  organization. 

Q.  When  was  that  ?    A.  January  1,  1909. 

Q.  And  is  that  an  operating  company  ?    A.  Yes,  sir. 

Q.  Where  does  it  operate  ?    A.  In  western  New  York. 

Q.  Covering  what  territory?  A.  The  general  district  west  of 
Syracuse  in  New  York  State,  Syracuse  and  Binghamton. 
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Q.  It  owns  long  distance  lines  ?    A.  Yes,  sir. 

Q,  Does  it  do  any  local  exchange  business  ?    A.  Yes,  sir. 

Q.  Where?  A.  It  has  numerous  exchanges,  in  the  neighbor^ 
hood  of  100, 1  think,  the  principal  one  being  at  Buffalo. 

Q.  It  owns  the  Buffalo  exchange?    A.  Yes,  sir. 

Q.  How  long  has  it  owned  it  ?    A.  Since  its  organization. 

Q.  Did  you  give  the  date  of  the  organization?  A.  Yes;  Jan- 
uary 1,  1909. 

Q.  How  did  it  obtain  the  Buffalo  exchange?  A.  The  Federal 
Company  was  the  outgrowth  of  the  merging  of  numerous  inde- 
pendent telephone  companies  in  western  New  York,  one  of  which 
was  the  Frontier  Telephone  Company  operating  in  Buffalo. 

Q.  What  is  the  capital  stock  of  the  Federal  Telephone -Com- 
pany?    A.  $6,000,000  authorized. 

Q.  And  how  much  is  issued?  A.  Slightly  more  than 
$6,000,000. 

Q.  How  much  of  that  was  issued  for  cash  ?  A.  The  stock  was 
issued  in  exchange  for  the  stock  of  the  merged  companies ;  that  is, 
the  aggregate  of  the  companies  merged  equalled  the  amount  of 
stock  outstanding  of  the  Federal  Company. 

JBy  Vice-Chairman  Merritt  : 

Q.  Did  they  exchange  it  at  par?    A.  Yes,  sir. 
Q.  In  all  cases  ?    A.  Practically  so,  Mr.  Merritt ;  I  haven't  the 
extreme  details  of  that,  but  that  was  the  purpose  of  the  plan. 

By  Mr.  Page  : 

Q.  Take  the  Frontier  Company  which  owned  the  Buffalo  ex- 
change ;  you  were  one  of  the  organizers  of  that  ?    A.  ^"0,  sir. 

Q.  Do  you  know  when  it  was  organized  ?  A.  It  was  organized 
in  1902,  I  think. 

Q.  Who  were  the  organizers  of  it?  A.  Well,  there  were  some 
Buffalo  gentlemen. 

Q.  Were  you  interested  in  it  ?    A.  Xot  at  that  time. 

Q.  When  did  you  become  interested?    A.  I  think  in  1905. 

Q.  And  at  the  time  of  the  merger  what  was  the  extent  of  your 
interest ;  were  you  in  control  of  the  company  ?  A.  Me  personally, 
do  you  mean? 
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Q.  Personally,  yes.    A.  No,  sir. 

Q.  Were  you  and  your  associates  in  control  of  the  company? 
A.  The  company  was  controlled  by  a  holding  company  known  as 
the  Consolidated  Telephone  Company. 

Q.  And  that  is  a  Delaware  corporation?    A.  Yes. 

Q.  Having  no  office  in  the  State  of  New  York  ?    A.  No,  sir. 

Q.  But  owning  the  stock  of  the  Frontier  Telephone  Company? 
A.  Yes. 

Q.  Did  it  also  own  the  stock  of  the  other  telephone  companies 
that  went  into  the  merger  ?    A.  The  majority  interest. 

Q.  What  was  the  capital  stock  of  the  Frontier  Telephone  Com- 
pany?    A.  $3,000,000. 

Q.  It  was  organized  for  $3,000,000?    A.  Yes,  sir. 

Q.  Originally?    A.  Yes,  sir. 

Q.  So  that  there  have  been  no  increases  ?    A.  IS'o,  sir. 

Q.  Do  you  know  whether  that  stock  was  issued  for  cash  or 
whether  it  was  not  ?    A.  I  think  it  was  not. 

Q.  Was  any  of  it  issued  for  cash?  A.  It  may  have  been  so; 
I  don't  know. 

Q.  Who  would  know  about  that?  A.  I  assume  the  men  who 
built  the  plant. 

Q.  Did  you  ever  have  an  appraisal  of  the  plant  of  the  Frontier 
made?    A.  No,  sir. 

Q.  Do  you  know  what  the  book  value  of  the  property  was  just 
previous  to  the  merger  ?    A.  I  could  not  say  that. 

Q.  You  can't  say  whether  you  know  or  not  ?  A.  I  say  I  don't 
know. 

Q.  Is  there  anyone  connected  with  the  company  that  does  know  ? 
A.  The  books,  I  assume,  would  show  that. 

Q.  What  books  ?  A.  The  books  of  the  Frontier  Telephone  Com- 
pany. 

Q.  What  particular  book  will  show  that?  A.  The  ledger  ac- 
count of  the  plant  value. 

Q.  That  is,  you  have  on  the  ledger  of  the  Frontier  Telephone 
Company  an  account  of  plant  and  equipment  ?    A.  Yes,  sir. 

Q.  And  is  that  account  so  kept  that  it  will  show  the  actual 
amount  of  cash  that  went  into  the  building  of  the  plant?  A.  I 
assume  the  account  would  show  the  par  value  of  the  bonds  issued 
against  the  plant  plus  the  par  value  of  the  stock. 
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Q.  IIow  is  that?  A.  I  assume  the  account  would  show  the 
par  value  of  the  bonds  issued  against  the  property  plus  the  par 
value  of  the  stock. 

Q.  This  plant  was  built  by  a  constructing  company  ?    A.  Yes. 

Q.  A  construction  company?     A.  Yes. 

Q.  Is  there  any  record  anywhere  that  will  show  what  that  plant 
actually  cost  in  money  ?    A.  I  don't  think  so. 

Q.  Or  how  much  profit  the  construction  company  made  off  of 
it  ?    A.  K o,  sir,  I  have  never  seen  one. 

Q.  Have  you  any  idea  what  it  cost  ?  A.  I  never  have  charged 
my  mind  with  computing  the  value  of  it. 

Q.  Suppose  you  could  charge  your  mind  now,  could  you  roughly 
arrive  at  a  fair  value  of  the  property  taken  as  a  whole?  A.  I 
should  hardly  wish  to  venture  a  guess  at  that  offhand. 

Q.  Suppose  you  give  within  a  million  dollars,  couldn't  you  do 
that  ?    A.  1  could  make  a  guess. 

Chairman  Davis:  A  million  don't  amount  to  much  in  the  tele- 
phone and  telegraph  business. 

Q.  Tell  us  within  a  million  dollars  of  what  that  plant  is  actually 
worth  in  money?  A.  I  should  think  the  property  is  probably 
worth  in  the  neighborhood  of  $3,500,000  to  $4,000,000. 

Q.  And  how  much  of  that,  do  you  think,  represents  the  actual 
cost  of  the  property?    A.  That  is  what  I  am  saying. 

Q.  You  think  it  actually  cost  $3,500,000  ?  A.  I  think  so,  yes^ 
sir. 

Q.  And  are  you  allowing  anything  for  depreciation?  A.  No, 
sir. 

Q.  The  great  part  of  it  was  built  five  or  six  years  ago  ?  A.  Yes, 
sir.  I 

Q.  What  is  the  proper  amount  to  allow  for  depreciation  each  ! 

year?    A.  That  is  a  troublesome  subject  in  telephone  accounting 
Mr.  Page. 

Q.  There  should  be  something  allowed  each  year,  shouldn't 
there  ?    A.  Yes,  there  should  be. 

Q.  No  doubt  but  what  switchboards  depreciate  ?    A.  Yes,  sir. 

Q.  No  doubt  but  what  overhead  lines  depreciate,  and  the  same 
is  true  of  cables  to  a  less  degree?  A.  I  mean  by  making  that 
statement  that  the  engineers  and  accountants  have  never  yet 
arrived  at  a  uniform  percentage  of  depreciation  which  all  can 
agree  upon. 
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By  Vice-Chairman  Mebritt: 


Q.  What  is  the  highest  any  of  them  claim?    A.  I  beg  pardon. 
Q.  What  is  the  highest  percentage  that  any  of  them  consider 
fair?    A.  From  7  per  cent,  down  to  2^4  per  cent.,  I  think. 

By  Mr.  Page  : 

Q.  Ifo  telephone  engineers  claim  that  there  should  be  allowed 
depreciation  of  more  than  7  per  cent.  ?  A.  I  have  not  seen  any 
such  records. 

Q.  Are  you  applying  that  to  the  entire  plant?    A.  Yes. 

Q.  Or  do  you  mean  that  that  is  the  greatest  percentage  on  any 
part  of  the  plant  ?    A.  The  entire  property. 

Q.  The  entire  property  ?    A.  Yes. 

Q.  It  would  depend  somewhat,  I  suppose,  on  how  it  was  con- 
structed ?    A.  Very  much. 

Q.  The  depreciation  of  an  overhead  line  being  greater  than  a 
line  in  a  conduit  ?    A.  Yes,  sir. 

Q.  Did  the  Frontier  Company  own  any  conduits?  A.  Yes;  it 
has  a  very  large  conduit  system. 

Q.  What  type  of  conduit,  tile  ?     A.  Tile. 

Q.  No  wooden  conduits?     A.  Xo,  sir. 

Q.  Any  cement  ?  A.  Xo ;  well,  it  was  laid,  of  course  the  ducts 
were  laid  in  cement.  If  you  would  care  to  know,  the  franchise 
of  the  Frontier  Company  necessitated  in  its  terms  that  the  com- 
pany should  lay  twice  as  many  ducts  as  it  would  have  for  its  own 
use,  and  then  one  duct  for  each  and  every  wire  company  then 
occupying  the  streets  of  Buffalo,  those  particular  streets,  so  that 
if  the  company  occupied  two  ducts  running  on  a  street  it  would 
need  to  put  in  four  for  its  own  use ;  if  the  electric  light  company 
was  on  the  street  that  would  be  one  more;  the  Bell  Telephone 
would  be  another;  the  Western  I'nion  and  the  Bell  and  the  Postal 
would  be  one  dnct  for  each  one  of  those  companies,  putting  a  very 
excessive  cost  on  to  the  Frontier  Company  for  its  initial  instal- 
lation of  underground. 

Q.  And  did  it  as  a  matter  of  fact  fully  comply  with  the  terms 
of  the  franchise  in  that  regard  i    A.  Yes,  sir,  it  did. 

Q.  And  it  has  laid  conduits  then  in  practically  every  street  in 
Buffalo?     A.  Well,  not  entirely  so,  but  you  can  judge  as  to  the 
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extent  of  this  conduit  system  by  the  fact  that  last  year  an  ordi- 
nance was  pas&ed  in  Buffalo  compelling  underground  in  certain 
districts  covering  an  extended  area  for  each  succeeding  year  for 
five  years,  and  the  Frontier  was  entirely  underground  in  that  five- 
year  district. 

Q.  And  that  began  when?     A.  Last  year,  I  think. 

Q.  Was  there  any  provision  in  the  franchise  for  a  payment  to 
the  Frontier  Company  by  the  other  companies  for  the  use  of  those 
ducts;  and  were  you  limited  as  to  your  charge?  A.  The  charge 
was  to  be  mutually  agreed  upon  or  left  to  the  city,  I  think,  as  an 
arbitrator. 

Q.  What  has  happened  in  regard  to  the  use  of  the  additional 
ducts  which  you  laid  for  other  companies?  A.  We  never  have 
been  called  upon  to  furnish  any. 

Q.  But  they  are  there  ?    A.  They  are  there. 

Q.  Standing  idle  and  empty  ?    A.  Absolutely. 

Q.  Bringing  in  no  return  to  the  company  ?  A.  No  return,  and 
we  are  paying  interest  on  it,  and  the  franchise  tax  valuation  as- 
sessed against  it. 

Q.  Also  charging  off  depreciation,  I  suppose  ?  A.  Yes ;  all  of 
the  incidents  attached  to  it. 

Q.  Did  the  franchise  that  was  granted  to  the  Frontier  Company 
provide  anything  in  regard  to  rates  to  be  charged  ?  A.  Yes ;  there 
were  limitations  as  to  rates. 

Q.  And  what  were  those  limitations?  A.  $15  for  residences, 
four  on  a  line ;  $24,  I  think,  for  two  on  a  line ;  $36  for  single  line 
residences,  and  $48  for  direct  business  rates. 

By  Vice-Chairman  Merpitt: 

Q.  Doesn't  the  city  ordinance  require  these  other  companies  to 
go  into  conduits  the  same  as  yours  ?  A.  No ;  to  build,  you  mean, 
in  the  same  extent. 

Q.  Yes.  A.  No.  There  are  no  original  franchise  regulations 
made  to  that  extent,  but  I  think  the  city  is  compelling  wire  com^ 
panics  to  go  underground  in  restricted  districts. 

Q.  Did  they  build  their  own  conduits  ?    A.  Yes,  sir. 
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Bj  Chairman  Davis: 

Q.  It  has  been  agitated  for  a  number  of  years  and  an  endeavor 
made  to  put  them  underground  ?    A.  Yes,  sir. 

By  Mr.  Page  : 

Q.  And  the  other  companies  have  put  their  v^ires  underground  ? 
A.  They  are  being  obliged  to  put  their  wires  underground  in  this 
restricted  underground  district. 

Q.  That  is  not  exactly  an  answer  to  the  question.  What  com- 
panies have,  as  a  matter  of  fact,  put  their  wires  underground? 
A.  Oh,  the  electric  light  company,  the  Buffalo  General  Electric. 

Q.  They  built  their  own  conduits?  A.  Yes.  The  Bell  Tele- 
phone Company  — 

Q.  Was  there  any  attempt  made  by  the  Frontier  Company  to 
rent  conduits  to  that  company  ?    A.  Xo,  sir. 

Q.  What  other  companies  ?    A.  The  Bell  Telephone  Company. 

Q.  And  the  same  is  true  of  that  company,  they  built  their  own 
conduits  ?    A.  Yes,  sir. 

Q.  You  made  no  attempt  to  rent  them  space  in  your  conduits  ? 
A.  No,  sir. 

Q.  How  about  the  Postal  Telegraph  Company  or  the  New 
England  Telegraph  Company?  A.  They  are  underground  in 
those  districts. 

Q.  In  their  own  conduits?     A.  Yes,  sir. 

Q.  They  built  separate  conduits?     A.  Yes,  sir. 

Q,  You  made  no  attempt  to  rent  yours?     A.  Xo,  sir. 

Q.  And  you  made  no  attempt  to  lease  them  ?     A.  Xo,  sir. 

Q.  And  is  that  true  of  the  Western  Union  ?    A.  Yes,  sir. 

Q.  I  should  think  the  streets  of  Buffalo  were  fairly  well  filled 
with  conduits.  I  read  to  you  from  what  purports  to  be  a  copy 
of  the  minutes  of  the  meeting  of  the  Common  Council  of  the  city 
of  Buffalo  held  December  2,  1901:  "Eleventh.  The  company 
shall  not  during  the  life  of  this  franchise  charge  to  any  person 
within  the  city  limits  for  the  use  of  such  telephones  any  sum  in 
excess  of  $48  per  year  per  instrument  for  business  purposes  upon 
metallic  circuits  and  direct  wires  with  unlimited  use  dav  and 
night;  or  $40  per  year  per  instrument  for  business  purposes  upon 
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metallic  circuits  and  a  two-party  wire  with  unlimited  use  day  and 
night;  or  $32  per  year  per  instrument  for  business  purposes  upon 
metallic  circuits  and  a  three-party  wire  with  unlimited  use  day 
and  night;  or  $24  per  year  per  instrument  for  business  purposes 
upon  metallic  circuits  and  a  four-party  wire  with  unlimited  use 
day  and  night ;  or  $36  per  year  per  instrument  for  residence  pur- 
poses upon  metallic  circuits  and  direct  wires  with  unlimited  use 
day  and  night ;  or  $24  per  year  per  instrument  for  residence  pur- 
poses upon  metallic  circuits  and  a  two-party  wire  with  unlimited 
use  day  and  night;  or  $20  per  year  per  instrument  for  residence 
purposes  upon  metallic  circuits  and  a  three-party  wire  with  un- 
limited use  day  and  night;  or  $15  per  year  per  instrument  for 
residence  purposes  upon  metallic  circuits  and  a  four-party  wire 
with  unlimited  use  day  and  night;  nor  shall  said  company  charge 
more  than  5  cents  for  any  single  message  from  any  public  pay 
station  to  any  other  telephone  of  said  company  within  the  city  of 
Buffalo.  The  price  of  desk  extension  telephone  shall  not  exceed 
$12  each  per  year."  Is  that  correct  so  far  as  the  franchise  restric- 
tions of  price  is  concerned  ?     A.  Yes,  sir. 

Q.  That  purports  to  be  a  part  of  your  franchise  ?    A.  Yes,  sir. 

Q.  And  that  is  as  you  understand  the  franchise  was  granted? 
A.  Yes,  sir. 

Q.  Did  the  Frontier  Company  live  up  to  those  rates  at  all 
times?     A.  No,  sir. 

Q.  They  did  not?    A.  No,  sir. 

Q.  When  did  they  deviate  from  the  rates  provided  for  in  the 
franchise?  A.  I  think  about  three  years  ago  we  determined  not 
to  put  any  telephones  in  at  $15  per  year  for  residences,  and  a  year 
ago  last  September  we  began  to  charge  $72  for  business  direct  line 
telephones. 

Q.  That  was  an  increase  of  what  per  cent.  ?  A.  It  was  about 
60  per  cent,  increase  for  residence;  from  $15  to  $24  is  60  per 
cent.,  I  think ;  and  50  per  cent,  in  direct  line  business. 

Q.  What  have  you  done  in  regard  to  unlimited  service? 
A.  Those  rates  are  for  unlimited  service. 

Q.  Did  you  give  any  rate  of  service,  rate  per  year  for  unlimited 
service  —  do  you  ?  A.  We  charge  $48  a  year  for  1,600  messages 
on  direct  line  for  business  purposes. 
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Q.  And  you  have  similar  rates  in  regard  to  other  limitations? 
A.  I  think  that  aside  from  those  changes  that  I  have  mentioned  to 
yon  we  comply  with  the  franchise  as  you  have  read  it. 

Q.  Except  as  to  the  residence  phone,  the  direct  wire  business 
phone  and  the  new  rate  of  $48  per  year  for  1,600  messages? 
A.  Yes,  sir. 

Q.  Have  you  got  your  instruments  in  hotels  in  Buffalo? 
A.  Yes,  sir,  some. 

Q.  What  is  the  charge  made  from  the  hotels  for  messages? 
A.  Five  cents.    That  is  about  town,  you  mean  ? 

Q.  Yes.    A.  Five  cents. 

Q.  That  is  what  the  guests  of  the  hotels  are  charged  ?  A.  Yes ; 
and  pay  stations  in  the  hotels. 

Q.  And  do  you  receive  that  amount  from  the  hotel?  A.  I 
think  —  I  am  not  entirely  certain  of  this  position,  but  I  think 
we  give  the  hotel  a  commission  ranging  from  25  to  40  per  cent,  on 
money  that  they  take  in  for  handling  the  business  and  for  furnish- 
ing the  operators. 

Q.  They  furnish  the  operator  ?    A.  Yes,  sir. 

Q.  And  does  that  25  or  40  per  cent,  any  more  than  pay  the 
expenses  of  the  operator  ?  A.  Yes ;  I  think  there  is  a  considerable 
profit  to  a  hotel  in  that  percentage. 

Q.  Have  you  any  idea  how  much  profit?  A.  I  cannot  say;  I 
don't  know. 

Q.  Anyone  connected  with  your  company  that  would  know? 
A.  I  do  not  believe  that  there  is  here. 

Q.  What  was  the  total  outstanding  capital  stock  and  bonds  of 
the  Frontier  Telephone  Company  at  the  time  of  the  merger? 
A.  $3,000,000  of  stock  and  $2,500,000  of  bonds. 

Q.  A  total  of  capital  stock  securities  of  $5,500,000?  A.  Yes, 
sir. 

Q.  In  making  your  estimate  a  little  time  ago  of  the  value  of 
the  plant,  how  much  did  you  allow  for  the  franchise?  A.  Noth- 
ing, excepting  that  —  I  didn't  take  that  into  consideration  in  ar- 
riving at  that  figure,  but  the  company  was  obliged  to  pay  $75,000 
to  the  city  in  cash  at  the  time  the  franchise  was  granted. 

Q.  And  you  took  that  into  consideration  in  fixing  the  value? 
A.  That  would  be  part  of  the  value. 

Q.  Part  of  the  $3,000,000  ?    A.  Yes,  sir. 
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Q.  Did  the  company  at  the  time  own  any  land  or  lines  or  other 
property  outside  of  the  city  of  Buffalo  ?    A.  No,  sir. 

Q.  So  that  everything  included  within  the  $3,000,000  of  value 
which  you  estimate  was  situate  in  the  city  of  Buffalo  ?  A.  Yes, 
sir. 

Q.  Was  any  of  that  stock  or  any  of  those  bonds  issued  for  ser- 
vices ?  A.  No,  sir,  not  that  I  know  of ;  not  since  I  was  connected 
with  the  company. 

Q.  The  additional  $2,500,000  represented  the  profit  of  the  con- 
tracting company  or  capitalization  of  the  franchise  ?  A.  When  I 
came  into  the  Frontier  Company  it  had  $1,100,000,  I  think,  of 
bonds  issued,  and  $3,000,000  of  stock,  since  which  time  the  dif- 
ference between  that  and  $2,500,000  was  sold  practically  for  par, 
the  bonds. 

Q.  That  would  be  $1,000,000?     A.  $1,500,000  practically. 

Q.  I  understood  you  to  say  there  was  about  $1,000,000  when 
you  came  in?    A.  $1,100,000. 

Q.  I  thought  you  said  $1,500,000?     A.  $1,100,000. 

Q.  And  those  were  issued  for  par  ?    A.  Yes,  sir. 

Q.  And  what  was  done  with  the  money  ?  A.  Put  into  the  addi- 
tions to  the  property. 

Q.  Money  spent  directly  by  the  company?  A.  Yes-,  by  the 
company. 

Q.  Or  through  some  contracting  company?  A.  By  the  com- 
pany. 

Q.  Did  the  Common  Council  of  the  city  of  Buffalo  consent  to  a 
change  in  the  rates  ?    A.  No,  sir. 

Q.  How  were  you  able  to  make  it  under  your  franchise  without 
the  consent  of  the  council  ?  A.  We  introduced  a  contract  known 
as  the  "  Metropolitan  district  contract." 

Q.  Just  tell  the  Committee  about  that,  will  you?  A.  On  the 
Ist  of  September,  1908,  we  introduced  a  contract  known  as  the 
Metropolitan  district  contract,  giving  in  addition  to  the  service 
to  the  city  of  Buffalo  an  unlimited  service  to  immediately  ad- 
joining villages,  extending  the  scope  of  the  unlimited  service  be- 
yond the  city  limits.  Those  contracts  were  written  at  these  rates 
which  I  mentioned,  $72  for  business  purposes  on  a  direct  line. 
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By  Vice-Chairman  Merritt: 


Q.  Extending  the  service  into  a  district  not  included  in  the 
original  contract  with  the  city  ?    A.  Yes,  sir. 

By  Mr.  Page  : 

Q.  What  were  those  districts  to  which  you  extended  your  ser-  . 
vice  ?    A.   You  wish  me  to  name  them. 

Q.  If  you  will,  please.     A.  Blaisdell. 

Q.  How  many  inhabitants  there  ?    A.  It  is  a  very  small  place. 

Q.  About  how  many  ?  A.  I  will  anticipate  your  question  by 
saying  that  these  places  are  very  small  i)laces  immediately  sur- 
rounding. 

Q.  Go  ahead  and  name  the  places  ?  A.  Blaisdell,  Gardenville, 
William sville,  Kenmore. 

Q.  Including  Lancaster?     A.  No,  sir. 

Chairman  Davis:  Xo,  they  didy't  go  out  as  far  as  that;  there 
were  too  many  people  in  Lancaster. 

Q.  And  were  those  all  the  places  included  in  the  Metropolitan 
district  outside  of  the  city  of  Buffalo?     A.  Yes,  sir. 

Q.  What  is  the  total  population  of  them? 

Chairman  Davis  :  Blaisdell  is  about  400  or  500. 

A.  About  500.  Williamsville  may  be  1,000;  Kenmore  probably 
2,000,  I  should  think,  maybe  5,000 ;  Gardenville  — 

Chairman  Davis:  20. 

The  Witness:  20. 

By  Mr.  Page  : 

Q.  20,000,  or  20  ?    A.  20. 

Q.  20  individuals  ?    A.  So  the  senator  says. 

Q.  Take  those  places  in  order  and  tell  me  how  many  phones  you 
have  installed  in  those  places?  A.  I  think  in  Blaisdell  maybe 
100,  and  about  the  same  at  Williamsville  and  Kenmore,  possibly 
75  telephones,  and  the  others  are  very  scattering. 

Q.  Any  of  those  public  telephones?  A.  Some  pay  stations, 
vou  moan  ? 

Q.  Yes.    A.  Yes. 

Q.  What  percentage  of  them  are  pay  stations  ?    A.  Very  few. 
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Q.  What  percentage  of  them  are  business  telephones?  A.  I 
imagine  not  more  than  40  per  cent.,  maybe  not  so  many  as  that. 

Q.  Are  there  20  per  cent,  of  them  paying  $72  a  year  for  un- 
limited service  ?    A.  No,  sir. 

Q.  What  do  they  pay  ?  A.  Well,  I  think  they  are  on  their  old 
rates.  I  don't  believe  —  I  am  not  certain  if  we  have  ever  wrote 
any  of  the  $72  contracts  in  that  district. 

Q.  In  that  part  of  the  Metropolitan  district  lying  outside  of 
the  city  of  Buifalo  ?  A.  I  don't  know  that  we  have  ever ;  I  don't 
know  that  we  have  not. 

Q.  But  your  information  is  though,  or  your  impression  is  at 
present  that  you  have  not  made  any  Metropolitan  contracts  with 
those  people  ?    A.  Very  few. 

Q.  Do  you  permit  your  customers  inside  the  city  of  Buffalo  to 
renew  their  contracts,  their  old  contracts,  the  old  form,  that  are 
made  in  accordance  with  this  franchise?  A.  The  contracts  are 
renewable  automatically;  they  renew  themselves;  after  the  expir- 
ation of  one  year  they  continue  subject  to  cancellation  on  thirty 
days'  notice  by  either  party. 

Q.  And  have  you  cancelled  any  of  your  old  contracts  ?  A.  Not 
arbitrarily  ourselves  except  for  non-payment. 

Q.  How  many  of  your  subscribers  in  Buffalo  have  signed  the 
Metropolitan  contract  ?  A.  1  should  imagine  about  5,000  out  of 
17,500  subscribers  that  we  have. 

Q.  W^ere  they  told  that  they  would  have  to  sign  that  in  order  to 
continue  subscribers?  A.  No,  not  for  continuation,  but  we  have 
written  no  other  contracts  since  those  dates  that  I  mentioned ;  that 
is,  a  new  man  wanting  a  telephone  signs  at  this  rate. 

Q.  So  that  new  subscribers  coming  in  wanting  the  price  pro- 
vided in  the  franchise  are  told  they  cannot  have  it?  A.  He  signs 
the  Metropolitan  contract. 

Q.  That  is  the  only  one  you  permit  him  to  sign  ?    A.  Yes,  sir. 

Q.  And  you  would  not  install  a  phone  for  him  on  the  basis  pro- 
vided in  your  franchise?     A.  No,  sir. 

Q.  Who  invented  this  Metropolitan  district  scheme?  A.  I 
don't  know  that  I  could  say  who  it  was;  it  was  an  outgrowth  of 
some  thought  on  the  part  of  our  organization. 

Q.  It  was  a  collaboration?    A.  Probablv. 
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Q.  Then  it  was  no  one  individual  that  would  be  entitled  to  pro- 
tect it  with  letters  patent  i    A.  No,  it  is  open. 

Q.  To  everybody  except  new  subscribers  ?    A.  Yes,  sir. 

Q.  Did  your  franchise  or  the  franchise  of  the  Frontier  Company 
provide  for  its  giving  a  bond  to  the  city  of  Buffalo  ?    A.  Yes,  sin 

Q.  In  what  amount  ?  A.  I  think  we  have  two  bonds  on  file  with 
the  city,  one  for  $50,000  and  one  for  $100,000. 

Q.  And  do  you  know  anything  about  the  conditions  of  the  bond  ? 
A.  I  cannot  say  that. 

Q.  Do  you  know  if  the  franchise  provided  that  one  of  the  condi- 
tions of  the  bond  should  be  that  said  company  will  not  raise  or 
attempt  to  raise  its  rates  beyond  those  herein  established  ? 
A.  Well,  I  assume  that  is  so. 

Q.  You  haven't  any  doubt  of  it,  have  you?     A.  No,  sir. 

Q.  Has  the  city  of  Buffalo  ever  made  any  attempt  to  collect  on 
that  bond  because  of  your  raising  your  rates  ?    A.  No,  sir. 

Q.  Was  another  condition  provided  for  in  the  franchise  a  condi- 
tion of  the  bond  that  it  will  not  refuse  new  subscriptions  along 
established  lines,  that  it  will  not  refuse  to  renew  sxibscriptions  at 
the  rates  herein  established  ?    A.  I  assume  so. 

Q.  But  it  will  give  good  and  efficient  telephone  service  in  said 
city,  and  that  it  will  carry  out  each  and  every  material  provision 
of  this  agreement  in  its  true  intent  and  spirit  ?    A.  Yes,  sir. 

Q.  Have  you  done  it  ?    A.  No,  sir. 

Q.  Did  you  intend  to  do  it  when  you  got  the  franchise  ?  A.  I 
was  not  a  party  to  that  franchise. 

Q.  So  you  can't  plead  to  that  indictment?     A.  No,  sir. 

Q.  What  is  the  total  number  of  subscribers  in  the  city  of  Buf- 
falo to  the  Frontier  Telephone  Company  or  its  successor,  the 
Federal  ?    A.  About  17,500. 

Q.  How  many  of  those  are  outside  the  city  of  Buffalo  and  within 
the  Metropolitan  district?  A.  Well,  I  assume  not  more  than 
1,000. 

Q.  Is  there  less  than  500  ?     A.  I  think  not. 

Q.  Now,  previous  to  the  consolidation  or  merger  how  many 
companies  were  operating  in  the  territory  covered  by  the  Federal 
Telephone  and  Telegraph  Company  of  the  so-called  independent 
lines  or  companies  ?  A.  You  mean  that  we  control  ourselves  that 
have  gone  into  the  merger? 
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Q.  Yes,  that  have  gone  into  the  merger?  A.  In  the  neighbor- 
hood of  seventy-five  companies,  I  should  say ;  I  am  not  able  to  give 
you  exactly,  but  it  was  in  that  neighborhood. 

Q.  Operating  in  what  counties  of  this  State  ?  A.  We  cover  the 
entire  counties  west  of  Syracuse  and  Binghamton,  our  district,  all 
of  the  counties. 

Q.  And  what  was  the  bonded  capitalization  of  those  companies  ? 
A.  They  had  a  capitalization,  I  should  say,  of  about  $7,000,000. 

Q.  How  much  of  that  was  represented  by  stock  issued  ?  A.  That 
would  be  the  stock  issued. 

Q.  Weren't  any  of  them  bonded?  A.  You  refer  to  bonds  and 
stock  in  your  capitalization,  you  mean? 

Q.  I  did  not  refer  to  bonds  and  stock,  but  you  answered  as  to 
stock,  now  if  you  will  answer  as  to  bonds  that  will  cover  it. 
A.  About  the  same  amount  in  bonds. 

Q.  About  $7,000,000  in  bonds  ?    A.  Yes,  sir. 

Q.  A  total  capital  of  $14,000,000  ?    A.  Yes,  sir. 

Q.  Were  those  plants  built  by  the  same  construction  company 
as  built  the  Frontier's  plant  in  Buffalo  ?    A.  No,  sir. 

Q.  What  construction  company  built  those  plants?  A.  The 
Century  Telephone  Construction  Company. 

Q.  What  is  that  ?  A.  That  is  a  construction  company  and  a 
manufacturing  company,  manufactures  telephone  apparatus. 

Q.  Who  owns  it?  A.  It  is  owned  by  the  Consolidated  Tele- 
phone Company. 

Q.  The  Consolidated  Telephone  Company?    A.  Yes,  sir. 

Q.  That  is  a  Delaware  corporation?    A.  Yes,  sir. 

Q.  And  is  that  a  corporation  that  held  the  control  of  the  other 
companies  which  went  into  the  merger  outside  of  the  Frontier? 
A.  Yes,  sir. 

Q.  What  was  the  Inter-Ocean  Telegraph  Company  ?  A.  That 
was  a  long  distance  company. 

Q.  The  Inter-Ocean  Telephone  and  Telegraph  Company? 
A.  A  long  distance  telephone  company. 

Q.  What  property  did  it  own  in  the  State  of  Xew  York? 
A.  T^ng  distance  lines  and  some  exchanges. 

Q.  How  many  miles  of  long  distance  lines  ?  A.  I  should  say  in 
the  neighborhood  of  1,700  to  1,800  miles. 
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Q.  And  what  was  a  fair  value  in  cash  of  the  physical  properties 
of  that  company  the  1st  of  January,  1909  i  A.  I  should  say  about 
$2,500,000. 

Q.  That  includes  the  exchanges  as  well  as  the  long  distance 
lines  ?    A.  Yes,  sir. 

Q.  How  many  exchanges  did  they  own?  A.  Maybe  fifteen, 
possibly  more  than  that ;  twenty  maybe. 

Q.  What  was  the  amount  of  its  capital  stock  issued  and  out- 
standing?   A.  $2,000,000. 

Q.  Was  it  bonded  also  ?    A.  $2,000,000  of  bonds. 

Q.  $4,000,000  total  capital  issued  ?    A.  Yes. 

Q.  When  was  the  Consolidated  Telephone  Company  organized  ? 
A.  1900,  I  think. 

Q.  Ten  years  ago  ?    A.  Yes,  sir. 

Q.  Did  it  acquire  from  the  Frontier  some  of  the  exchanges? 
A.  ^o ;  the  Frontier  never  owned  any  property  outside  of  the  city 
of  Buffalo. 

Q.  I  read  from  a  statement  entitled  Exhibit  A,  furnished  by  the 
Federal  Company,  I  believe,  as  part  of  its  report  to  this  Com- 
mittee :  "  The  Federal  Telephone  and  Telegraph  Company  was 
organized  in  December,  1908,  for  the  purpose  of  combining  into 
one  large  operating  company  a  considerable  number  of  indei>endeut 
telephone  companies  in  western  I^ew  York,  and  at  the  present  time 
the  organization  consists  of  the  following  properties  formerly 
owned  by  the  Frontier  Telephone  Company,  in  Buffalo,  N.  Y., 
and  the  Inter-Ocean  Telephone  and  Telegraph  Company  long  dis- 
tance lines,  and  telephone  exchanges  controlled  by  the  Consolidated 
Telephone  Company  in  the  following  named  towns."  That  was  in- 
correct, so  far  as  the  statement  that  those  properties  were  formerly 
owned  by  the  Frontier  Telephone  Company  ?  A.  If  that  says  that, 
it  leaves  a  wrong  impression.  I  do  not  understand,  however,  that 
that  report  says  that  those  companies  were  owned  by  the  Frontier 
Telephone  Company. 

Q.  It  never  did  own  anything  outside  of  the  city  of  Buffalo? 
A.  Xo,  sir. 

Q.  "  And  tele]  hoiie  exchanges  controlled  by  the  Consolidated 
Telei)hoiie  Company  in  the  following  named  towns:  Akron,  N. 
Y.;  Alden,  N.  Y.;  Athens,  N.  Y.;  Attica,  X.  Y.;  Bath,  K  Y.; 
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Blasdell,  K.  Y. ;  Bolivar,  N.  Y. ;  Buffalo,  N.  Y. ;  Caiiisteo,  N.  Y. ; 
Charlotte,  N.  Y. ;  Cherry  Creek,  N.  Y. ;  Clifton  Springs,  N.  Y. ; 
Cohocton,  ]^.  Y. ;  Corfu,  N.  Y. ;  East  Axirora,  N.  Y. ;  East  Roches- 
ter, N.  Y. ;  Elma,  N.  Y. ;  Fairport,  N.  Y. ;  Franklinville,  N.  Y. ; 
Friendship,  N.  Y. ;  Gowanda,  N.  Y. ;  Hamburg,  N.  Y. ;  Holley^ 
N.  Y.;  Ithaca,  N.  Y.;  Le  Eoy,  K  Y.;  Mechlinburg,  N.  Y.; 
Orchard  Park,  N.  Y. ;  Pittsford,  N.  Y. ;  Rush,  N.  Y. ;  Sayre,  Pa. ; 
Shinglehouse,  Pa.;  South  Dayton,  N.  Y. ;  Springville,  K.  Y. ; 
Trumbull's  Comers,  N.  Y.;  Watkins,  N.  Y.;  Waverly,  N.  Y.; 
Williamsville,  N.  Y."  The  exchanges  in  all  those  places  went  into 
the  combine  ?    A.  Yes,  sir. 

Q.  Do  you  know  what  those  properties  were  worth  ?  A.  I  could 
not  say. 

Q.  That  is  the  cash  value  ?    A.  I  could  not  say,  sir. 

Q.  Reading  again  from  Exhibit  A :  "  Negotiations  are  now 
pending  for  the  absorption  by  the  Federal  organization  of  other 
telephone  properties  in  western  New  York,  including  telephone  ex- 
changes controlled  by  the  Consolidated  Telephone  Company  in  the 
following  named  towns :  Angola,  N.  Y. ;  Avon,  N.  Y. ;  Caledonia, 
N.  Y. ;  Corning,  N.  Y. ;  Dansville,  N.  Y. ;  Famham,  N.  Y. ;  For- 
estville,  N.  Y. ;  Geneseo,  N.  Y. ;  Geneva,  N.  Y. ;  Honeoye  Falls, 
K  Y.;  Hornell,  N.  Y.;  Lima,  K  Y.;  Little  Valley,  N.  Y.; 
Livonia,  N.  Y. ;  Moscow,  N.  Y. ;  Mt.  Morris,  N.  Y. ;  North  Col- 
lins, N.  Y. ;  Penn  Yan,  N.  Y. ;  Rushford,  N.  Y. ;  Salamanca,  N. 
Y.;  Silver  Creek,  N.  Y.;  Wayland,  N.  Y.;  Wellsville,  N.  Y.'' 
How  have  those  negotiations  progressed  ?  A.  Some  of  those  com- 
panies have  been  taken  over ;  not  all  of  them. 

Q.  Did  the  Consolidated  own  the  controlling  interest  in  all  of 
these  companies  ?    A.  Yes. 

Q.  What  stood  in  the  way  of  taking  them  over?  A.  We  have 
not  taken  those  small  companies  except  by  the  consent  of  the  entire 
list  of  stockholders  —  the  minority  stockholders  have  consented  as 
well  as  the  Consolidated  Company,  so  that  all  of  the  stock  has  been 
absorbed. 

Q.  That  is,  you  have  had  the  consent  in  writing  of  the  holders 
of  every  share  of  stock  ?    A.  Yes. 

Q.  In  every  case  ?  A.  Yes,  sir,  excepting  the  entire  list  of  stock 
in  the  Frontier  and  Inter-Ocean  Company  has  not  been  cancelled, 
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but  except  those  two  instances  —  and  there  are  very  few  of  those 
still  outstanding ;  all  of  the  stock  has  been  transferred. 

Q.  Was  any  of  it  purchased?  A.  The  plan  has  been  of  the 
Federal  Company  to  guarantee  the  payment  of  principal  and  in- 
terest of  any  bonded  indebtedness  outstanding  against  these  ab- 
sorbed companies  and  pay  off  the  floating  debt,  and  to  exchange 
a  share  of  its  stock  for  every  share  of  the  outstanding  stock  of  the 
absorbed  companies. 

Q.  So  that  for  every  share  of  the  stock  of  all  of  those  companies, 
including  those  companies  oi>erating  in  the  places  that  I  have 
named,  in  Buffalo,  the  Frontier  —  the  stock  of  the  Inter-Ocean, 
you  propose  to  issue  a  share  of  the  Federal  Telephone  and  Tele- 
graph Company  stock,  par  for  par,  so  that  you  will  have  outstand- 
ing as  many  shares  of  Federal  Telephone  stock  when  you  have 
completed  your  merger  as  there  were  outstanding  shares  of  all  the 
other  companies  before  you  began  that  merger  ?  A.  Yes,  sir ;  that 
is  the  purpose. 

Q.  Will  you  have  stock  enough  to  do  that  ?  A.  Yes ;  we  have 
$6,000,000,  and  we  can  increase  it. 

Q.  You  will  have  to  increase  it  in  order  to  do  that  ?  A.  Yes, 
we  will  have  to. 

Q.  Is  there  any  plan  for  exchanging  the  bonds  of  the  Federal  ? 
A.  No,  we  have  not  done  anything  of  that  — 

Q.  What  is  the  authorized  issue  of  bonds  in  the  Federal  Com- 
pany?   A.  $25,000,000. 

Q.  How  many  of  those  have  been  issued  ?  A.  I  think  about  — 
less  than  $300,000,  I  should  say. 

Q.  T)o  you  know  the  amount  of  bonds  of  other  companies  which 
have  been  guaranteed  by  the  Federal  ?  A.  I  should  say  roughly; 
about  $6,000,000,  so  far. 

Q.  And  that  amount  is  constantly  increasing?    A.  Yes,  sir. 

Q.  When  the  Federal  was  organized  was  there  any  money  paid 
in  ?  A.  No ;  it  was  organized  by  the  merging  of  thJse  companies, 
and  it  succeeded  to  the  stock  and  the  moneys  that  belonged  to  those 
other  companies.  I  remember  that  it  had  a  surplus  of  liquid  assets 
over  and  alx)ve  liabilities,  over  and  above  $200,000,  at  the  time  it 
started  business;  that  is,  the  surplus  of  accounts  receivable  of  the 
companies  merged  exceeded  the  liabilities  by  that  amount  of 
monev. 
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Q.  So  that  the  Federal  Telephone  Company,  when  it  guaranteed 
the  honds  of  the  other  companies,  had  nothing  with  which  to  make 
that  guarantee  good  except  the  properties  of  the  other  companies 
which  it  had  taken  ?    A.  That  is  all. 

Q. .  So  that  did  not  benefit  anyone  particularly,  unless  it  was  the 
Federal  ?  A.  Benefit  to  the  bondholder  is  that  his  bonds  of  these 
new  subsidiary  companies  or  merged  companies  are  xmderlying 
bonds,  closed  mortgages,  and  the  increases  of  the  Federal  Company 
adds  to  the  value  of  the  properties  covered  by  those  underlying 
bonds. 

Q.  1  think  that  is  fair ;  I  think  that  does  increase  to  some  extent 
the  value  of  the  underlying  bonds.  A.  They  must;  we  spent  this 
year  in  excess  of  $250,000  on  these  properties,  which  adds  that 
much  to  the  value  of  the  underlying  bonds. 

Q.  And  where  has  that  money  been  received  from  ?    A.  Profit. 

Q.  Sale  of  bonds  or  profits  of  operating  ?    A.  Profit. 

Q.  Have  you  paid  any  dividends  ?    A.  No,  sir,  never. 

Q.  Have  any  of  those  companies  paid  dividends  ?  A.  Some  few 
of  them  have,  but  we  discontinued  that. 

Q.  Wasn't  that  a  bad  practice?  A.  I  don't  think  so;  a  very 
safe  one. 

Q.  Suppose  you  had  had  the  control  of  those  companies  —  as 
a  connected  story,  I  think,  perhaps,  you  can  throw  it  together  in 
better  shape  than  it  will  be  by  my  asking  questions ;  I  might  over- 
look something.  A.  I  would  like  to  ask  if  you  would  let  me  tell 
it  in  my  own  way. 

Q.  I  wish  you  would.  A.  The  telephone  situation  in  this  State 
—  it  won't  be  very  long.     I  wrote  it  out  hurriedly  this  morning. 

Q.  Go  ahead  and  tell  the  story.  I  will  be  very  glad  to  have 
you.  A.  The  first  large  independent  telephone  system  in  New 
York  State  was  built  in  Kochester  in  1900  by  a  group  of  Eochester 
business  men  who  became  disgusted  with  the  poor  service,  high 
rates  and  unsatisfactory  development  of  the  Bell  Company,  which, 
after  years  of  monopoly,  had  but  1,700  telephones  in  service  and 
was  charging  $96  per  year  for  business  use.  The  independent 
companies  started  with  about  2,000  subscribers  and  grew  until 
now  it  had  about  12,000  in  service.  The  Bell  Company,  forced 
by  an  active  competition,  now  had  11,000  subscribers.     The  inde- 
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pendent  company  rates  are  $48  per  year  and  the  Bell  rates  are 
the  same.  A  business  man  may,  therefore,  have  the  service  of 
both  companies,  with  23,000  telephones  to  connect  with,  for  the 
same  amount  that  was  formerly  paid  for  the  Bell  service  alone, 
with  but  1,700  telephone  connections.  At  Buffalo,  the  Bell  Com- 
pany, after  twenty  years  of  monopoly  and  before  competition, 
had  5,600  telephones,  charging  from  five  to  ten  cents  per  message, 
with  a  business  telephone  costing  from  $125  to  $300  per  year, 
according  to  use.  Now,  the  Bell  Telephone  Company  has  about 
19,000  telephones  at  $84  per  year  for  business  purposes,  and  the 
independent  company  17,000.  The  independent  company's 
charges  in  Buffalo  aggregate  less  than  $500,000  per  year,  and,  as 
it  handles  in  excess  of  50,000,000  calls  per  year,  it  is  giving  ser- 
vice at  less  than  one  cent  per  call.  With  Bochester  and  Buffalo 
as  a  nucleus,  the  independent  telephone  business  grew  to  cover 
this  entire  State,  outside  of  the  metropolitan  district,  until  now 
there  are,  in  round  numbers,  250,000  independent  telephones  in 
operation,  giving  service  to  over  1,000,000  people,  many  of  whom 
have  never  talked  over  the  Bell  system.  These  exchanges  are  all 
connected  by  well-built  independent  long-distance  lines,  giving 
first-class  service  at  from  40  to  75  per  cent,  less  than  was  for- 
merly charged  by  the  monopoly.  One  of  the  great  necessities 
of  New  York  city  to-day  is  a  competing  telephone  system  to  con- 
nect with  the  great  army  of  people  in  this  State  who  cannot  now 
be  reached  from  this  city  by  telephone.  Aside  from  this,  the  day 
is  coming,  if  it  is  not  already  here,  when  the  burden  of  service 
placed  on  a  single  telephone  company  will  be  so  great  as  to  make 
it  ineffectual  for  prompt  service,  and  a  second  avenue  of  trans- 
mission will  be  as  imperative  to  New  York  city  as  is  traction  and 
subway  duplication.  Theoretically,  it  is  contended  that  one  tele- 
phone system  is  better  than  two  —  that  two  systems  present  an 
economic  waste  and  unnecessary  expense  to  the  public.  In  actual 
practice,  but  15  per  cent,  of  telephone  users  are  in  any  way 
affected  by  a  dual  system  —  85  per  cent,  using  the  service  of  but 
one  company.  Of  that  15  per  cent.,  more  than  one-half  would 
in  any  event  have  two  or  more  telephones  of  a  single  company  if 
there  was  no  competition.  So  the  burden  to  the  subscriber  in  the 
event  of  a  dual  system  is  but  7^/4  per  cent,  of  the  total  number  of 
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subscribers,  and  even  this  7I/2  P^r  cent.,  in  the  final  analysis,  are 
not  burdened  by  competition.  The  experience  shows  that  they 
secured  the  service  of  two  systems  for  the  same  price  as  formerly 
paid  for  one  and  with  enormously  increased  use.  The  independ- 
ent telephone  interests  of  New  York  State  are  not  opposed  to 
public  service  control,  but  they  contend  they  should  first  be  re- 
lieved .of  municipal  control  of  sxich  parts  of  their  business  as  may 
be  controlled  by  the  Public  Service  Commission,  so  as  to  avoid 
the  confusion  of  serving  two  masters.  We  feel  that  no  power 
should  be  given  to  the  Commission  to  prevent  extension  of  the 
area  of  competition  when  proper  franchises  have  been  obtained, 
nor  should  the  Commission  have  power  to  compel  interconnection 
between  telephone  companies  in  competition,  as  such  an  intercon- 
nection would  tend  eventually  to  create  a  monopoly.  Telephone 
competition  in  the  up-State  district  is  so  active  that  it  provides 
automatically  a  degree  of  development  and  a  schedule  of  rates 
that  could  not  be  improved  upon  by  public  service  control.  In 
fact,  I  believe  in  many  districts  an  impartial  review  of  the  con- 
ditions would  tend  to  raise  the  rates  rather  than  lower  them.  In 
the  New  York  city  district  there  is  no  such  protection  to  the  pub- 
lic as  is  brought  out  in  other  sections  by  competition,  but  as  the 
Bell  Company  has  no  valid  franchise  in  this  city,  the  authorities 
can  compel  a  reduction  of  rates  and  a  modification  of  methods  at 
any  time  they  see  fit  to  exercise  their  control.  The  telephone  is 
the  most  useful  and  the  most  used  of  all  time-saving  devices,  and 
as  this  country  grows  the  increased  demands  by  the  public  will 
be  more  than  both  Bell  and  independent  companies  can  care  for. 
Even  to-day  such  a  condition  exists  in  many  parts  of  this  State. 
With  this  condition  in  mind,  an  active  and  honest  competition  is 
imperative,  and  the  Legislature  can  well  serve  the  public  by  pass- 
ing laws  prohibiting  combination  in  this  industry  which  may  tend 
to  restrain  its  development.  To  illustrate  some  of  the  advantages 
to  the  public  of  telephone  competition,  I  will  name  a  few  long- 
distance rates  out  of  New  York  city  under  monopoly  control  and 
corresponding  rates  out  of  Buffalo,  where  there  is  sharp  competi- 
tion: Fifteen  miles  out  of  Buffalo,  to  Hamburg,  the  rate  is  five 
cents.  The  same  distance  out  of  New  York  city,  to  Bronxville,  it 
18  twenty-five  cents.    Thirty-five  miles  out  of  Buffalo,  to  Batavia, 
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the  rate  is  fifteen  cents;  for  the  same  distance  out  of  New  York, 
to  Peekskill,  it  is  thirty  cents.  Sixty  miles  out  of  Buffalo,  to 
Salamanca,  it  is  twenty  cents;  for  the  same  distance  out  of  New 
York,  to  Newburg,  forty  cents.  Seventy  miles  out  of  Buffalo,  to 
Jamestown,  the  rate  is  twenty  cents;  for  the  same  distance  out  of 
New  York,  to  Poughkeepsie,  fifty  cents.  Out  of  Buffalo  eighty- 
five  miles,  to  Canandaigua,  is  twenty-five  cents ;  and  the  same  dis- 
tance out  of  New  York,  to  Philadelphia,  is  seventy-five  cents. 
One  hundred  miles,  from  Buffalo  to  Geneva,  the  rate  is  thirty-five 
cents;  for  the  same  distance,  New  York  to  Scranton,  it  is  ninety 
cents. 

Q.  Have  you  any  rates  for  a  distance  of  150  miles  out  of  Buf- 
falo? A.  I  have  compiled  this  very  hurriedly  this  morning.  I 
could  elaborate  it  further,  but  I  thought  that  would  serve  as  a 
reference  —  a  comparison. 

Q.  Is  there  any  reason  why  the  charge  out  of  Buffalo  should 
be  any  less  than  it  is  out  of  New  York  ?    A.  I  cannot  see  any. 

Q.  Other  than  the  reason  of  competition  ?    A.  I  cannot  see  any. 

Q.  I  thought  you  suggested  that  the  local  companies  in  New 
York  State  should  be  controlled  by  the  Public  Service  Commis- 
sion, but  the  control  of  companies  outside  of  New  York  State  by 
the  Commission  was  unnecessary.  Did  I  misunderstand  you? 
A.  I  don't  know  that  it  is  unnecessary.  I  simply  wanted  to  leave 
that  reference  —  that  the  keen  competition  made  a  lower  rate  in 
many  districts  up-State  than  the  Commission  would  voluntarily 
set  as  to  the  price  for  service. 

Q.  You  think  that  it  is  unnecessary  to  have  the  Public  Service 
Commission  have  control  of  the  telephone  and  telegraph  com- 
panies ?  A.  Personally  1  should  be  very  glad  if  they  should  con- 
trol it,  with  these  modifications  which  I  speak  of. 

Q.  Would  not  that  interfere  with  the  extension  of  independent 
lines?  A.  I  don't  believe  that  the  Public  Service  Commission 
should  have  the  right  to  restrict  the  extension  of  lines  in  com- 
petition. 

Q.  Your  opinion  is  that  the  telephone  business  is  not  an  actual 
mon()jK)ly  i    A.  Absolutely  not. 

Q.  But  it  is  a  business  which  should  at  all  times  and  in  all 
places  bo  competitive?  A.  I  don't  think  there  is  anything  that 
is  an  actual  monopoly  in  this  country  of  ours. 
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Q.  Outside  of  sunshine  ?  What  do  you  say  of  the  claim  made 
that  where  two  companies  arc  operating,  the  people  are  burdened 
with  the  sxipport  and  maintenance  of  the  payment  of  deprecia- 
tion, of  interest  and  fixed  charges  on  duplicate  plants?  A.  That 
is  not  true. 

Q.  You  know  it  is  commonly  claimed  —  A.  The  man  that  is 
burdened  with  two  telephones  frequently  says  that  it  is  a  nuisance, 
but  the  telephone  service  in  any  event  may  be  classed  as  a 
nuisance.    That  is  not  an  argument  against  its  value. 

Q.  I  was  not  speaking  especially  of  the  individual,  but  of  the 
municipality  —  that  the  people  of  the  municipality  are  burdened 
with  the  support  of  two  systems  and  they  suffer  the  burden.  You 
must  have  some  answer  for  that.  What  is  it?  A.  You  take  in 
Buffalo.  W^e  feel  that  in  Buffalo  we  are  saving  the  telephone 
using  public  in  excess  of  $1,000,000  a  year  in  its  telephone  charges 
—  that  is,  if  the  Bell  Company  had  the  right  to  charge  five  cents 
a  call  and  had  the  volume  of  business  on  its  lines  at  that  rate 
which  goes  over  our  lines  at  three  cents  a  call  —  the  lowest  rate 
they  have  ever  had  for  a  large  volume  of  business  —  they  would 
be  collecting  $1,000,000  more  than  we  collect  from  the  public 
each  year;  and  no  commission,  Mr.  Page,  would  ever  contend, 
without  having  the  benefits  of  competition  —  would  ever  have 
contended  that  three  cents  per  message  was  not  a  fair  rate  of 
charge. 

Q.  What  do  you  say,  is  it  fair  or  isn't  it?  Is  it  too  much  or 
too  little?  A.  We  have  paid  interest  on  our  —  at  a  charge  of  one 
cent  a  c^l,  which  is  practically^  the  charge  that  we  make  —  that  is, 
if  we  handled  enough  business  to  make  that  —  I  would  not  take 
the  franchise  or  contract  to  furnish  the  service ;  but  with  practicing 
the  utmost  economy  in  the  conduct  of  our  business,  we  are  able  to 
pay  the  interest  on  our  bonds  and  set  it  aside  each  month  in  cash 
in  the  bank,  and  make  a  sufficient  surplus  to  extend  our  properties, 
but  not  pay  any  dividends. 

Q.  Your  bond  issue  represents  practically  the  value  of  your 
plant,  doesn't  it  ?  A.  Our  stock  is  in  a  measure  bonus,  but  we 
contend  that  in  new  enterprises,  the  developing  new  and  untried 
fields,  that  there  should  be  a  bonus  of  stock,  and  that  that  bonus 
of  stock  should  have  the  surplus  after  what  would  be  a  proper 
income  on  the  investment,  next  to  the  interest  on  the  bonds. 
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Q.  What  do  you  say  would  be  a  fair  return  ui)on  capital  act- 
ually invested  in  public  service  corporations?  A.  I  made  the 
proposition  to  the  city  of  Buffalo  if  they  would  relieve  us  of  our 
rate  restrictions  that  we  would  subriiit  to  municipal  control  of  our 
rates  to  the  extent  of  10  per  cent,  income  in  excess  of  our  expenses 
and  depreciation;  5  per  cent,  to  our  bonds  and  5  per  cent,  to  our 
stockholders. 

Q.  Then  it  would  be  5  per  cent.  ?  A.  Five  per  cent,  in  case  of 
the  proper  burden  of  bonds,  or  10  per  cent,  on  the  cost  of  the 
property. 

Q.  Your  proposition  was  that  your  bonds,  which  represent  the 
cost  of  the  property,  should  pay  5  per  cent.,  and  that  your  stock, 
which  represents  a  bonus  and  equals  in  amount  the  total  bond 
issue,  should  have  another  5  per  cent.  ?    A.  Yes. 

Q.  That  is,  5  per  cent,  on  the  par  of  them  ?    A.  Yes. 

Q.  So  that  the  value  of  the  bonus  would  become  fixed  prac- 
tically as  at  par  value  ?    A.  We  would  make  our  rates  — 

Q.  You  would  fix  the  value  of  your  stock  at  par,  which  repre- 
sents nothing  except  the  franchise,  and  your  arrangement  would 
have  made  it  worth  a  hundred  cents  on  the  dollar,  a  good  security, 
paying  5  per  cent,  dividend?  A.  After  ten  years  of  struggle  in 
Buffalo  we  feel  that  we  are  entitled  to  that  consideration. 

Q.  During  this  struggle,  the  people  that  have  been  engaged  in 
it  have  been  paid  salaries  ?    A.  Yes,  sir. 

Q.  And  there  has  been  paid  interest  on  the  money  actually 
invested  ?    A.  Yes,  sir. 

Q.  So  that  the  struggle  has  not  been  entirely  barren  of  results  ? 
A.  Excepting  that  the  public  can  well  afford  to  pay  a  price  for  a 
commodity  that  will  interest  capital  to  take  a  chance  in  an  untried 
field ;  and  capital  won't  do  that  on  the  mere  interest  on  its  bonds. 

Q.  But  the  telephone  business  was  hardly  an  untried  field  in 
1900?  A.  Nineteen  hundred,  in  Buffalo,  there  were  but  5,600 
telephones,  and  that  field  had  been  covered  by  the  Bell  telephone 
for  twenty-five  years  prior  to  that  time. 

Q.  Xot  more  than  twenty-five?  A.  Well,  say  about  twenty 
years. 

Q.  So  that  Mr.  Watson  had  been  plowing  that  field  for  twenty 
years?    A.  He  had  it  pretty  well  covered,  so  the  public  thought 
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Q.  So  that  your  idea  of  the  return  which  capital  is  entitled  to, 
is,  first,  a  bonus  of  100  per  cent,  in  stock  which  shall  be  made 
good  as  a  5  per  cent,  investment  ?  A.  I  don't  mean  necessarily  it 
should  start  out  the  first  year.  This  proposition  I  made  to  the 
council  was  after  we  had  left  all  of  our  profits  in  the  company  for 
a  period  of  maybe  seven  years  and  had  reached  the  point  where 
we  were  doing  the  load  of  the  telephone  business  in  the  city  of 
Buffalo.  I  think  I  can  say  without  exaggeration  that  we  have 
handled  80  per  cent,  of  the  telephone  business  of  that  citj'. 

Q.  But  during  that  seven  years  you  had  been  building  up  a 
surplus  —  you  had  been  earning  enough  to  pay  the  interest  on 
all  the  money  that  was  invested,  and  possibly  a  profit  to  the  con- 
tract company  besides,  and  you  had  been  making  extensions  out 
of  your  surplus  earnings,  had  you  not?  A.  Yes,  and  we  never 
have  been  able  to  realize  a  profit  on  the  investment  of  our  surplus, 
which  naturally  would  belong  to  the  stockholders. 

Q.  Why?  A.  Because  we  have  not  been  permitted  to  charge 
enough  for  our  service  to  justify  dividends  to  our  stockholders. 

Q.  But  your  stock  does  not  represent  anything?  A.  I  am  con- 
tending, however,  that  the  people  who  took  that  chance  are  entitled 
to  some  consideration  beyond  the  bondholder. 

Q.  Do  you  think  they  are  entitled  to  consideration  to  the  extent 
of  100  per  cent,  right  off  ?  A.  I  think  any  business  —  I  don't 
think  the  public  want  to  buy  a  commodity  of  any  kind  that  won't 
entitle  the  producer  to  at  least  10  per  cent,  on  his  investment.  I 
don't  think  there  is  any  business  that  is  a  success  unless  it  earns 
that  much. 

Q.  Aren't  you  proposing  something  more  than  that?  A.  No, 
sir. 

Q.  I  don't  see  why  not.    A.  Ten  per  cent,  is  what  I  ask. 

Q.  You  are  proposing  to  charge  the  public  with  paying  divi- 
dends and  interest  to  the  amount  of  10  per  cent,  on  the  cost  to  the 
company.  Now,  that  is  after  allowing  the  profits  to  the  construc- 
tion company  ?  A.  No ;  take  the  cost  of  the  actual  investment  in 
the  plant 

Q.  That  is  producing  10  per  cent,  a  year.  Now,  in  addition 
to  that,  there  is  a  bonus  of  100  per  cent,  put  into  the  stock?  A. 
Take  an  illustration,  Mr.  Page,  of  a  company  costing  $1,000,000 
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of  cash  investment,  represented  by  bonds,  and  $1,000,000  of  stock 
bonus.  My  proposition  is  that  there  shall  be  10  per  cent,  paid  on 
that  $2,000,000;  that  the  public  is  not  interested  as  to  what  the 
capitalization  of  the  company  is ;  it  is  not  important  to  the  public 
if  the  charge  to  the  public  is  restricted  to  an  income  of  10  per 
cent,  on  the  cost;  it  may  be  $1,000,000  of  bonus  of  stock  or  $10,- 
000,000  of  bonus  on  stock,  but  if  the  profit  to  the  company  does 
not  exceed  10  per  cent,  on  $1,000,000,  or  $100,000,  it  is  not  im- 
portant to  the  public  in  fixing  the  rate  of  charge  as  to  what  that 
bonus  of  stock  is. 

Q.  You  think  the  charge  to  the  public  should  be  determined  by 
a  profit  of  10  per  cent,  on  the  money  invested?  A.  I  believe  that 
is  a  fair  income  to  companies  that,  as  I  say,  construct  and  develop 
fields  of  industry,  which,  as  we  are  able  to  prove,  has  shown  so 
tremendous  a  saving  to  the  public  in  the  charges  made  in  so  short 
a  time  for  the  service. 

Q.  Now,  suppose  that  in  doing  that  the  service  is  given  at  a 
ridiculously  low  rate  and  goes  to  a  portion  of  the  people  —  what 
do  you  say  to  the  proposition  that  they  should  pay  a  fair  price 
for  what  they  receive,  and  the  surplus  earnings  of  the  company, 
beyond  the  percentage  you  suggest,  or  whatever  is  found  fair, 
should  be  paid  into  the  treasury  of  the  municipality  for  the  gen- 
eral good?  A.  I  would  be  willing  to  do  that,  or  return  it  to  the 
subscribers. 

Q.  Why  should  it  be  returned  to  the  subscribers,  if  they  are 
buying  their  service  at  a  fair  price  ?  Why  should  not  the  surplus 
earnings,  beyond  a  fair  return,  go  into  the  municipal  treasury  for 
the  benefit  of  all  the  people  who  gave  the  franchise  ?  A.  The  fair 
price  would  be  regulated  —  would  be  such  an  amount  as  would 
pay  10  per  cent. 

Q.  Without  discussing  the  fair  price,  or  what  it  is,  .assuming 
that  can  be  determined,  what  is  wrong  with  my  proposition?  A. 
I  think  that  the  public  service  corporations  should  be  rather  re- 
lieved of  taxation  than  burdened  with  it. 

Q.  T  am  not  sup:2:esting  burdening  them  with  taxation.  A.  It 
would  be  equivalent  to  taxation,  if  some  of  their  earnings  were 
paid  into  the  municipality. 

Q.  You  have  just  stated  10  per  cent,  on  the  capital  of  the 
corporation.    Let  us  assume  you  are  allowed  to  charge  off  depre- 
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ciation,  fixed  charges^  maintenance,  operating  expenses  —  every- 
thing that  you  could  possibly  charge  off  —  and  then  you  have 
enough  left  to  pay  your  10  per  cent. ;  you  pay  that ;  and  you  have 
still  another  sum  left  in  the  treasury,  as  earnings  of  the  company. 
Why  shouldn't  that  go  into  the  municipal  treasury  ?  You  get  your 
right  to  do  business  from  the  municipality ;  why  shouldn't  you  give 
something  in  return  for  that?  Why  should  you  give  it  entirely 
in  low  rates  to  the  few  users  ?  Why  not  charge  a  fair  price  and 
then  after  paying  that  you  should  pay  10  per  cent,  to  capital  and 
return  to  the  municipality  the  balance  for  the  common  good  ?  A. 
Of  course,  as  a  stockholder,  I  would  not  be  interested  one  way  or 
other  if  I  received  10  per  cent.,  and  I  don't  know  that  there  would 
be  any  particular  argument  against  the  point  you  raise. 

Q.  There  is  not  anything  in  fairness  to  state  against  it,  is 
there?  A.  Excepting  that  I  believe  that  the  municipality  should 
concede  to  a  public  service  corporation  all  that  it  can  afford  to 
concede  so  that  it  may  still  do  service  to  the  public  at  the  lowest 
possible  rate. 

Q.  It  is  conceded  that  10  per  cent,  on  capital  on  this  proposi- 
tion —  why  should  it  sell  to  the  users  at  a  ridiculously  low  rate  ? 
Why  shouldn't  they  pay  a  fair  price,  and  if  there  is  any  benefit, 
why  shouldn't  it  go  to  all  of  the  taxpayers?  A.  If  it  is  agreed 
that  the  rate  is  low  enough  and  the  charge  is  fair,  I  think  your 
point  is  well  taken. 

Q.  You  suggest  there  are  places  where  both  companies  —  that 
is,  your  company  and  the  Bell,  cannot  take  care  of  the  business. 
Is  there  any  such  place  in  the  State  of  New  York?  A.  We  are 
taxed  to  our  utmost  capacity  in  construction  by  the  growing  de- 
mand on  the  part  of  the  public  for  telephone  service,  both  as  to 
long  distance  and  local  rates.  It  is  one  of  the  hardships  of  the 
telephone  companies  to  be  never  through  with  construction  ac- 
counts, continually  building  to  take  care  of  increased  demand. 

Q.  They  are  not  continually  building  out  of  increased  capital  — 
they  are  endeavoring  to  build  out  of  their  surplus  earnings?  A. 
Well,  that  is  not  really  a  fair  method  of  construction.  Sometimes 
it  is  necessary. 

Q.  It  is  the  method  quite  commonly  in  vogue  in  New  York 
State,  isn't  it  ?   A.  Yes. 
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Q,  Both  with  your  company,  and  so  far  as  you  know,  with  the 
Bell  Company?  A.  They  pay  dividends  on  their  stock  —  quite 
large  ones. 

Q.  I  have  known  of  cases  where  they  did  not  or  have  not  for  a 
great  many  years,  and  I  think  there  has  been  some  complaint 
before  the  Committee  of  stockholders  not  receiving  dividends. 
What  do  you  know  about  the  dividends  of  the  Bell  Company's 
stock  ?   A.  In  what  way  ? 

Q.  About  dividends.  A.  The  American  Bell  Telephone  Com- 
pany, of  course,  pays  dividends,  as  does  the  New  York  Telephone 
Company  which  has  absorbed  the  districts  in  which  we  operate 
now. 

Q.  So  that  there  is  only  one  Bell  Telephone  Company  operating 
in  the  State  of  New  York  —  or  two,  possibly  ?    A.  One,  I  think. 

Q.  I  think  there  is  another  one  that  operates  in  a  small  part  of 
the  State.  Do  you  know  anything  about  the  dividends  of  the 
New  York  Telephone  Company  —  what  they  are  ?    A.  No,  sir. 

Q.  You  suggested  in  your  statement  that  different  telephone 
companies  should  not  be  compelled  to  give  interconnection  or 
intercommunication.  Why  not?  Is  there  some  good  reason  why 
they  should  not?  A.  The  reason  on  the  part  of  the  independent 
telephone  companies  is  simply  this:  We  will  take  Buffalo  as  an 
illustration.  Of  oxir  17,500  subscribers,  there  are  probably  12,000 
of  them,  or  more,  that  have  no  connection  with  the  Bell  Company 
at  all.  A  business  man  using  a  complete  telephone  service  must 
have  our  service  in  order  to  reach  this  exclusive  control  which  we 
have  of  that  large  number  of  subscribers,  which  is  more  than 
twice  as  many  as  prior  to  our  advent  in  the  city  of  Buffalo.  If 
the  Bell  Company  had  access  to  our  exclusive  list,  it  would  be  a 
very  easy  matter  for  it,  with  its  large  income  in  New  York  city, 
to  divert  its  unusual  profits  here  to  Buffalo  to  care  for  the  extreme 
loads  that  it  could  afford  to  take,  and  underbid  us  for  telephone 
service.  There  would  not  be  any  incentive  to  take  the  service  of 
the  independent  company,  if,  by  taking  the  service,  the  Bell 
Company  had  access  to  the  Independent  Company's  subscribers. 
As  I  have  stated,  it  would  tend  to  ultimately  create  a  monopoly. 

Q.  That  was  what  I  was  going  to  ask  you,  in  what  way  the 
monopoly  would  come?     A.  Drive  the  company  out  of  business. 
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Q.  That  is,  the  New  York  Company,  operating  in  the  territory 
of  the  old  Buffalo  Bell,  if  they  had  access  to  all  of  your  subscribers 
over  your  lines,  could  sell  their  ielephone  service  at  less  than  you 
could  sell  vours  ?    A.  Yes. 

Q.  And  you  would  have  to  do  most  of  the  work.  Would  not 
the  result  of  that  be  to  take  the  subscribers  away  from  you  ?  A.  To 
take  the  subscribers  away  from  us. 

Q.  They  would  all  go  into  that  company  practically,  in  a 
short  time  ?    A.  Yes. 

Q.  Then  it  would  be  time  for  the  companies  to  be  subject  to  the 
Public  Service  Commission,  wouldn't  it,  so  that  they  could  not 
raise  their  rates?  A.  Well,  even  then,  if  they  had  maintained 
that  rate,  I  doubt  if  the  Public  Service  Commission  would  want 
to  insist  upon  their  continuing  it  at  a  loss. 

Q.  You  thmk  that  would  not  happen?    A.  I  don't  think  so. 

Q.  Can  you  tell  how  much  your  subways  cost  in  Buffalo?  A. 
No,  sir. 

Q.  Is  there  anybody  that  can  tell  ?    A.  Not  here. 

Q.  Anyone  anywhere  that  could  tell  ?  A.  I  can  send  it  to  you 
if  you  would  like  to  have  that  information. 

Q.  I  would  like  to  have  the  information  in  this  way:  I  would 
like  to  know  the  total  cost  of  the  subways  in  Buffalo,  and  I  would 
like  to  know  how  much  money  was  spent  for  the  ducts  that  are  not 
used,  that  you  were  compelled,  under  your  franchise,  to  put  in  for 
other  companies,  and  they  have  never  been  used;  that  is,  you  are 
using  a  certain  percentage  of  your  subways,  and  that  the  number 
of  ducts  probably  won't  be  increased  in  a  great  many  years;  you 
have  certain  other  ducts  in  different  streets  that  are  not  in  use  at 
all,  and  probably  won't  be  ?    A.  Never. 

Q.  I  would  like  to  know  what  the  total  cost  was  of  the  ducts 
that  will  never  be  used ;  and  when  can  you  furnish  that  ?  A.  Why, 
within  a  few  days,  Mr.  Page. 

Q.  Will  you  ?    A.  Yes,  sir. 

Q.  There  is  one  thing  you  did  not  give  in  your  statement.     I 

■ 

wish  you  would  tell  the  Committee  about  the  way  in  which  these 
different  companies  were  formed,  and  how  they  were  controlled, 
one  company  controlling  another,  and  so  on,  until  you  get  to  the 
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real  individual  control  of  the  company,  and  then  tell  in  a  general 
way  what  that  is.  I  don't  expect  you  to  name  every  stockholder  of 
the  parent  company;  I  expect  you  have  a  great  many.  A.  The 
independent  telephone  business  was  started  in  western  Xew  York 
in  1900,  and  in  a  very  small  one;  I  think  it  was  at  Salamanca,  we 
obtained  our  first  franchise,  then  extended  on  through  the  southern 
district  to  Ilornell,  Corning,  and  through  the  southern  tier. 

By  Vice-Chairman  Mebbitt: 

Q.  Separate  companies  in  each  municipality  ?  A.  I  think  that 
is  largely  myself,  at  that  time  going  into  these  towns  and  asso- 
ciating with  this  consolidated  company  which  was  then  a  holding 
company,  and  still  is  —  associating  with  that  company  the  busi- 
ness men  —  the  better  element  of  business  men  in  each  com- 
munity —  selling  to  them  a  minority  interest  in  the  stock  and 
bonds  —  or  rather,  in  the  bonds  of  these  local  companies,  and 
giving  to  them  a  bonus  of  stock  —  at  all  times  a  minority  of  the 
capitalization  of  those  local  companies,  for  their  interest  in  up- 
building the  plant.  After  we  had  organized  a  number  of  those 
companies,  we  found  the  necessity  of  long  distance  connection 
between  them,  and  rather  than  have  each  company  building  out 
its  long  distance  lines  to  connect  with  the  next,  we  organized  a 
separate  company  to  build  the  long  distance  lines,  known  as  the 
Inter-Ocean  Telegraph  Company.  That  work  went  on  from  the 
year  1901, 1  think,  until  a  year  ago  —  the  first  of  December,  1908. 
In  that  time  we  had  acquired  this  list  of  companies  Mr.  Page  has 
read  from.  The  control  and  direction  of  those  companies,  and 
the  accounting  for  them,  became  very  burdensome,  because  of  so 
many  of  them,  and  we  had  no  means  of  showing  in  a  condensed 
statement  really  what  we  were  doing  in  the  telephone  business; 
and  further,  because  of  the  fact  that  the  mortgages  had  in  many 
instances  run  their  authorized  limitations,  we  found  it  necessary 
and  advisable  to  form  the  Federal  Telephone  and  Telegraph  Com- 
pany, which  company  has  merged  these  other  corporations  into 
which,  in  very  few  instances  —  T  don't  mind  saying  to  you  gentle- 
men —  was  the  stock  of  these  companies  paid  for  in  money ;  they 
most   all   represented  bonus  stock.     "We  have  never  sold  stock; 
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where  there  have  been  bonds  issued,  we  have  always  kept  the  stock 
and  given  it  to  the  people  who  bought  the  bonds,  and  have  never 
attempted  to  dispose  of  the  stock  for  a  money  consideration  —  the 
stock  of  those  companies,  except  as  it  was  given  to  the  original 
investors  for  their  investment ;  and  the  bonds  of  the  smaller  com- 
panies have  remained  in  the  treasury  of  the  Consolidated  Tele- 
phone Company. 

Q.  You  gave  the  stock  for  the  good  will  and  as  a  sort  of  insur- 
ance to  the  investor?  A.  And  it  in  a  measure  has  represented 
monev  because  of  the  fact  that  it  is  common  to  sell  bonds  at  a  dis- 
count  when  stock  is  not  given  as  a  bonus.  This  company's  bonds 
have  all  been  sold  at  par ;  that  is,  if  the  law  would  allow  a  company 
to  sell  its  bonds  at  eighty  or  eighty-five  without  a  stock  bonus.  We 
did  give  100  per  cent,  stock  bonus,  and  sold  at  par.  Then  the 
stock  represented  an  investment  of  $15  or  $20  a  share.  Besides 
that,  we  have  been  careful  to  upbuild  our  companies  by  keeping 
in  the  treasury  all  of  the  excess  profits,  and  our  people  have  been 
very  unselfish  in  the  matter  of  payment  of  divfdends,  and  we  have 
added  very  material  value  to  their  stock  by  the  reinvestments  of 
surplus. 

Q.  Pretty  much  all  have  been  customers?  A.  Oh,  yes.  We 
have  a  very  large  list  of  stockholders  and  bondholders.  A  very 
large  percentage  of  men  of  important  positions  in  W^estern  New 
York  are  investors  in  independent  telephone  securities. 

Q.  I  take  it,  the  whole  system  has  been  a  growth  —  you  did  not 
foresee  from  the  beginning,  when  you  were  beginning  at  Sala- 
manca, you  did  not  picture  the  situation  ?  A.  At  Hornell ;  I  will 
use  an  illustration  of  that  growth.  The  Bell  Company  had  there, 
after  twenty  years  of  operation,  less  than  200  subscribers,  and  I 
made  my  estimate  to  our  associate  for  500  subscribers.  In  the 
first  instance,  they  refused  to  invest  in  a  minority  of  the  bonds, 
because  they  felt  I  could  not  be  relied  on  for  my  statement  of  500 
subscribers;  whereas  to-day  we  have  in  excess  of  1,600  subscribers 
in  that  city.  Our  bond  issue  there  was  but  $100,000,  and  we 
expended  in  the  neighborhood  of  $150,000,  $50,000  representing 
money  paid  in  or  loaned  to  the  company,  and  the  profits. 

Q.  Those  bonds  ought  not  to  need  a  guarantee?  A.  They  are 
good. 
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By  Mr,  Page: 


Q.  Do  any  of  your  companies  do  any  telegraphic  business? 
A.  Yes. 

Q.  What  one  ?  A.  The  Inter-Ocean  did  do  a  telegraph  business, 
but  now  it  is  the  Federal  Company.  They  telegraphed  by  private 
wires  over  its  telephone  lines. 

Q.  To  what  extent  did  they  do  a  telegraph  business  ?  A.  The 
, business  is  not  very  active  now.  It  was  on  brokers'  wires  before 
the  Legislature  put  them  out  of  business. 

Chairman  Davis:  Mr.  Page,  I  am  informed  there  is  to  be  a 
hearing  to  take  place  in  this  room  at  one  o'clock,  and  that  they 
will  be  through  at  two,  and  I  think  we  had  better  suspend  until 
two  o'clock. 

Recess  until  2  p.  m. 


AFTER  RECESS. 

Chairman  Davis  :    The  Committee  will  come  to  order. 

By  Mr.  Page: 

Q.  You  made  some  statement  in  your  examination  this  morning 
in  regard  to  the  Bell  Company  not  having  a  franchise  in  New 
York  city;  what  was  there  about  that?  A.  I  understand  that  the 
Appellate  Division  has  handed  down  a  decision  to  the  effect  that 
no  corporation  can  occupy  the  Empire  subways  unless  it  has  an 
aldermanic  grant,  that  is,  a  direct  permit  or  franchise  from  the 
board  of  aldermen,  or  the  body  directed  or  authorized  under  the 
laws  of  the  city  to  give  franchises  that  any  corporation  operating 
in  the  city  of  New  York  under  permits  from  the  board  of  public 
works,  or  street  committees,  are  vested  simply  with  revocable 
permits  and  no  corporation  under  the  law,  as  I  understand  it, 
operating  with  a  revocable  permit  given  by  a  committee  of  the 
body  of  a  governing  and  legislative  committee  shall  have  the  right 
to  occupy  the  subways  of  this  city,  the  two  controlling  subways. 

Q.  Do  you  understand  that  the  New  York  Subway  Company 
has  a  revoeablo  permit  to  do  business  ?     A.  Yes,  sir. 
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Q.  Granted  by  what  body  ?  A.  I  can  show  you  a  reference  to 
that,  if  you  would  like  it. 

Q.  Yes;  I  would  like  to  know.  A.  The  New  York  Telephone 
Company  had  a  permit  granted  in  July,  1896,  by  the  board  of 
electrical  control  of  the  city  of  New  York,    I  have  it  here. 

Q.  That  is  a  branch  of  the  city  government,  as  you  imderstand 
it  ?    A.  That  was  a  committee  of  the  governing  body. 

Q.  A  committee  of  the  board  of  aldermen  ?  A.  Yes ;  a  similar 
permit  was  granted  to  the  New  York  Independent  Telephone 
Company  by  the  same  board. 

Q.  When  ?    A.  Almost  identical  in  words. 

Q.  When  was  that  granted  ?  A.  In  June,  1894,  two  years  prior 
to  the  granting  to  the  Bell  Telephone  Company. 

Q.  Two  years  prior?     A.  Yes,  sir. 

Q.  In  1894?    A.  Yes,  sir. 

Q.  Hadn't  the  New  York  Telephone  Company  or  its  prede- 
cessors been  doing  business  in  New  York  prior  to  that  time? 
A.  I  assume  so. 

Q.  And  without  any  grant  whatever?  A.  It  may  have  had 
some  permit,  but  here  is  its  franchise. 

Q.  Is  that  a  franchise  ?    A.  It  is  a  permit,  as  I  understand  it. 

Q.  Then  the  New  York  Telephone  Company,  you  say,  has  no 
franchise  granted  by  the  board  of  aldermen?  A.  The  Appellate 
Division,  in  July,  1909,  decided  that  —  I  have  their  decision 
here  —  that  no  company  shall  have  a  right  to  occupy  the  subways 
of  the  Empire  Subway  Company  under  any  grant  by  the  board 
of  electrical  control,  and  that  is  the  grant  of  the  Bell  Telephone 
Company. 

Q.  And  from  what  were  you  reading  ?  A.  I  have  the  New  York 
Law  Journal,  Wednesday,  September  8th,  1909. 

Q.  Beading  from  the  opinion  of  the  Appellate  Division?  A. 
Yes,  sir. 

Q.  In  what  case  ?  A.  Matter  of  Application  of  the  New  York 
Independent  Telephone  Company  for  a  peremptory  writ  of  man- 
damus. 

Q.  And  what  is  the  New  York  Independent  Telephone  Com- 
pany ?  A.  It  was  a  corporation  which  was  the  outgrowth  and  con- 
trolled the  Mercantile  Electric  Company's  franchise,  which  was 
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granted  June,  1894,  by  the  board  of  electrical  control  in  the  city 
of  New  York. 

Q.  Are  you  interested  in  that  company  ?    A.  No,  sir. 

Q.  Do  you  know  who  is  principally  interested  in  it?  A.  It  is 
owned  by  some  gentlemen  in  Rochester. 

Q.  That  is  the  famous  franchise,  is  it,  that  was  going  to  allow 
the  Rochester  Company  to  get  into  New  York  ?    A.  Yes,  sir. 

Q.  And  did  it?    A.  No,  sir. 

Q.  Do  you  know  what  the  Mercantile  Company  retained  when 
they  sold  out;  they  retained  the  right  to  do  some  business,  did 
they  not  ?    A.  I  don't  know  anything  about  it. 

Q.  You  don't  know  about  that  ?    A.  I  am  not  familiar  with  it. 

Q.  Did  you  ever  hear  of  the  New  York  Electric  Lines  fran- 
chise ?    A.  Yes. 

Q.  Or  permit;  which  is  it?    A.  Franchise. 

Q.  Granted  by  what  body  ?    A.  By  the  board  of  aldermen. 

Q.  When  ?    A.  1883,  I  think ;  I  am  not  certain  about  that. 

Q.  Have  they  ever  attempted  to  build  a  telephone  system  in 
New  York  city  so  far  as  you  know  ?  A.  Yes,  they  have  attempted 
a  good  deal,  I  think. 

Q.  Who  owns  that  franchise  now;  what  company?  A.  Well, 
the  New  York  Electric  Lines  Company  is  a  corporation  still  in 
effect. 

Q.  Why  don't  they  put  their  wires  in  the  subway  and  build  a 
system?  A.  The  Empire  Subway  Company  is  controlled  by  the 
Bell  Telephone  Company,  and  on  application  from  the  New  York 
Electric  Lines  Company  for  the  privilege  of  putting  wires  in  the 
subway,  it  seems  that  at  places  where  they  desire  space  the  space 
is  all  filled. 

Q.  Are  you  interested  in  that  company  ?  A.  I  was.  I  attempted 
to  adjudicate  that  franchise. 

Q.  Just  what  do  you  mean  by  that  ?  A.  Well,  I  was  told  that 
the  New  York  Electric  Lines  —  would  you  like  to  hear  this  story  ? 

Q.  I  very  much  would.  A.  I  was  told  that  the  New  York 
Electric  Lines  Company  by  eminent  —  no  less  eminent  counsel 
than  Alton  B.  Parker  and  David  Bennett  Hill,  had  a  franchise  to 
build  an  underground  system  in  the  city  of  New  York;  that  the 
franchise  was  granted  by  the  board  of  aldermen;  it  was  the  only 
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franchise  which  had  ever  been  granted  by  the  board  of  aldermen 
for  telephone  and  underground  purposes;  it  was  the  only  valid 
franchise  for  telephone  in  the  city  of  New  York,  and  that  a 
proper  adjudication  of  it  through  the  courts  would  compel  the 
city  to  grant  a  permit  to  build  a  competing  system  of  subways  in 
this  city  for  telephone  and  telegraph  purposes ;  and  on  the  strength 
of  that  information  with  my  associates  we  carried  the  case  through 
the  courts. 

Q.  What  case  was  that  ?  A.  It  was  the  case  of  the  New  York 
Electric  Lines  versus  the  City  of  New  York  for  a  mandamus  to 
compel  the  city  to  grant  a  permit  to  lay  conduits  in  the  streets  of 
New  York  city. 

Q.  In  that  proceeding  you  were  not  trying  to  get  into  the  con- 
duits of  the  Empire  City  Subway  Company?  A.  There  is  abso- 
lutely no  hope  for  that. 

Q.  And  what  was  the  result  of  the  litigation?  A.  The  Court 
of  Appeals  said  that  we  —  well,  I  won't  put  it  as  broadly  as  that 
—  by  inference  the  Court  of  Appeals  said  we  had  a  franchise  to 
do  telephone  business  but  that  because  of  a  contract  that  the  city 
had  with  the  Empire  Subway  in  which  the  Empire  Subway  held 
itself  liable  to  provide  space  for  all  companies  having  the  right 
to  enter  the  city,  that  it  was  to  the  effect  for  the  benefit  of  the 
public  that  no  competing  subway  should  be  built  in  the  streets 
of  New  York  city  —  I  can't  give  you  those  words  exactly. 

Q.  You  were  not  trying  to  build  a  competing  subway,  were 
you  ?    A.  We  wanted  to  build  a  subway. 

Q.  You  wanted  to  build  a  subway  for  a  competing  telephone 
line  ?    A.  Yes,  that  is  it. 

Q.  You  did  not  propose  to  build  subways  to  rent  out  to  other 
companies?    A.  No,  sir,  for  our  own  purposes. 

Q.  So  as  to  compete  with  the  Empire?  A.  No;  for  our  own 
purposes. 

Q.  I  did  not  quite  catch  the  name  of  the  counsel  that  you  named 
other  than  Governor  Hill  ?    A.  Alton  B.  Parker. 

Q.  By  the  way,  do  you  know  a  gentleman  by  the  name  of 
Reynolds  who  is  interested  in  the  telephone  business?  A.  Yes, 
sir. 

Q.  What  are  his  initials ;  D.  A.  ?    A.  D.  A.  Reynolds,  I  think. 
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Q.  And  he  owns  the  control  of  that  franchise,  that  is,  the  Xew 
York  Electric  Lines  Company?  A.  I  am  not  competent  —  I 
don't  know. 

Q.  You  understand  that  he  controls  it  ?  A.  He  is  supposed  to ; 
I  don't  know  that. 

Q.  Your  negotiations  in  relation  to  it  were  had  with  Reynolds  ? 
A.  I,  against  my  wishes,  was  injected  into  the  matter  for  the  pur- 
pose of  carrying  this  thing  through  the  court,  and  after  the  de- 
cision was  made  I  dropped  the  matter. 

Q.  That  is,  you  furnished  the  money  for  carrying  on  the  liti- 
gation ?    A.  I  furnished  the  money  for  the  legal  end. 

Q.  Did  you  do  that  personally,  or  was  that  done  by  one  of  the 
Buffalo  companies  ?  A.  It  was  done  by  a  syndicate  of  my  friends, 
not  by  any  corporation. 

Q.  With  an  arrangement  in  regard  to  your  having  an  interest 
in  that  company  or  that  franchise  in  the  event  you  were  successful  ? 
A.  I  controlled  sixteen-twentieths  of  it. 

Q.  That  is,  you  were  to  control  that  if  you  were  successful? 
A.  Yes. 

Q.  And  that  was  the  price  that  you  were  to  receive  for  the 
money  to  carry  on  the  litigation  ?  A.  Yes.  I  have  this  franchise, 
Mr.  Page,  if  you  wish  it.     I  have  them  both. 

Q.  They  are  in  the  Law  Journal  that  you  mentioned.  A.  There 
are  the  two  franchises ;  here  is  the  Law  Journal. 

Q.  Have  you  another  copy  of  this  ?  A.  I  can  get  you  another. 
I  took  that  out  from  the  files. 

Q.  I  wish  you  would.  That  gives  a  history,  I  suppose,  of  that 
litigation  and  of  the  two  grants  ?  A.  Yes ;  the  two  grants,  they  are 
almost  identical,  word  for  word. 

Q.  Can  you  tell  whether  or  not  the  Frontier  Telephone  Com- 
pany, in  reporting  the  value  of  its  pole  lines  for  the  year  1909, 
or  the  year  1908,  reported  the  value  of  the  pole  lines  $110,000, 
less  depreciation  $44,000,  leaving  the  total  value  $66,000?  A. 
You  mean  in  the  franchise? 

Q.  In  connection  with  that  matter?  A.  I  cannot  say;  I  have 
no  information  on  that. 

Q.  You  would  not  say  that  is  not  so,  would  you?  A.  I  don't 
know. 
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Q.  Can  yon  say  whether  or  not  in  the  same  year  the  Frontier 
Company  reported  the  value  of  its  conduits  at  $205,120  ?  A.  All 
I  can  say  about  that  is  our  engineers  are  instructed  to  be  very 
accurate  with  their  reports  as  to  value  throughout  the  State  to  the 
Franchise  Commission,  the  State  Board  of  Tax  Commissioners. 

Q.  And  that  you  reported  a  depreciation  of  those  of  $53,120, 
and  that  $62,000  worth  were  empty,  leaving  a  net  valuation  re- 
ported of  $90,000  ?    A.  I  am  not  familiar  with  that  report. 

Q.  Are  you  familiar  Tvith  the  facts  ?    A.  No,  sir. 

Q.  What  percentage  of  the  property  of  the  Frontier  Telephone 
Company  is  represented  by  property  in  the  public  streets?  A.  I 
can't  sav. 

4* 

Q.  About  what  per  cent.  ?  A.  On  the  assumption  that  the  prop- 
erty is  worth  three  and  a  half  million  dollars  and  our  tax  valuation 
by  the  Commission  is  placed  at  $600,000,  it  woriild  be  about  one- 
sixth. 

Q.  That  is  a  very  nice  argument;  and  now,  will  you  answer  the 
question  ?  A.  That  is  the  best  information  I  can  give  you.  I  am 
trying  to  tell  you  how  I  arrived  at  the  conclusion. 

Q.  That  was  not  information.  Just  state  the  fact,  if  you  will, 
without  arriving  at  a  conclusion?  A.  I  have  no  information  as 
to  what  percentage  of  property  is  in  the  streets  as  compared  with 
our  total  valuation ;  but  I  should  judge  it  was  one-sixth. 

Q.  What  property  have  you  in  Buffalo,  or  what  property  had 
the  Frontier  Telephone  Company  prior  to  the  merger  outside  of 
its  property  in  the  streets?  A.  It  has  all  of  its  apparatus,  its 
buildings,  switchboard,  a  great  deal  of  back  lot  construction. 
Q.  Is  that  all  ?  A.  I  think  that  covers  it. 
Q.  How  many  telephones  had  it  installed?  A.  Prior  to  what 
time,  sir. 

Q.  On  the  first  of  January,  1909,  A,  I  should  say  in  the 
neighborhood  of  16,500  telephones. 

Q.  What  are  they  worth  apiece?  A.  The  telephones  them- 
selves ? 

Q.  The  telephones  and  the  attachments,  not  counting  the  cost 
of  installation.  A.  The  telephone  itself,  the  instrument  itself,  can 
be  bought,  varying  as  to  the  details  accompanying  it,  from  $9  to 
$10  apiece. 
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Q.  Does  that  include  everything  connected  with  the  telephone 
excepting  the  wires  running  from  the  street  to  the  instrument? 
A.  Yes. 

Q.  About  $10  apiece  ?    A.  Yes. 

Q.  That  would  be  an  outside  figure,  wouldn't  it  ?    A.  Yes,  sir. 

Q.  How  many  installations  had  you;  that  is,  in  some  of  these 
cases  there  were  two  telephones,  a  primary  instrument  and  an 
extension  of  one  installation  —  about  how  many  installations  were 
there,  including  in  that  wires  reaching  from  the  street  line  to  the 
telephone?  A.  You  are  asking  a  question  that  requires  some 
accurate  compilation  of  figures  that  I  hardly  think  I  know  about. 

Q.  You  need  not  be  accurate  ?  A.  I  know,  but  I  would  hardly 
want  to  answer  that  question  imless  I  was  reasonably  accurate 
with  it ;  I  can't  say. 

Q.  Do  you  think  you  have  over  12,000?  A.  Yes;  considerably 
more  than  that. 

Q.  Have  you  over  15,000?  A.  I  should  say  so;  probably  in 
the  neighborhood  of  that;  within  1,000  or  so. 

Q.  Have  vou  over  16,000  ?  A.  I  would  not  sav  so  —  I  wouldn't 
know. 

Q.  Have  you  over  17,000  ?    A.  We  could  not  have. 

Q.  What  was  the  average  cost  or  value  of  those?  A.  Of  the 
installations  ? 

Q.  Of  the  installations.    A.  They  vary  very  largely. 

Q.  The  average  won^t  vary,  will  it?  A.  An  average  would 
require  a  good  deal  of  figuring  to  find  the  average.  I  could  not 
say  just  what  that  would  be.  It  might  be  $50  in  some  cases,  and 
it  might  not  be  more  than  $10  in  another. 

Q.  Would  $25  be  a  fair  average?    A.  I  would  hardly  dare  say. 

Q.  Would  $50  be  a  fair  average  ?  A.  Are  you  trying  to  arrive 
at  the  cost  of  our  property  per  telephone  outside  of  the  property 
in  the  streets  ? 

Q.  I  am  trying  to  have  you  answer  the  question,  if  you  will. 
A.  Just  what  is  the  question? 

(Question  repeated  by  the  stenographer  as  follows:) 

Q.  Would  $25  be  a  fair  average  —  would  $50  be  a  fair  average? 
A.  Average  for  what  ? 
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Q.  Installation  of  each  telephone,  instrument  and  attachments, 
including  the  wires  running  from  the  street  lines  to  the  instru- 
ment, outside  of  the  instrument,  and  the  cost  of  putting  it  in? 
A.  It  might  cost  $50 ;  I  could  not  say  just  what  it  would  be. 

Q.  Might  it  cost  $100  ?  A.  In  some  cases  it  would  cost  more 
than  that. 

Q.  And  in  other  cases  it  might  not  cost  over  $5  ?  A.  Xo,  it 
would  not  be  so  low  as  that.  The  labor  incident  to  the  care  of  it 
would  be  more  than  $5,  but  the  installation  —  the  installation  of 
it  alone  would  be  more  than  $5. 

Q.  That  is  the  necessary  labor  in  putting  it  in?     A.  Yes,  sir. 

Q.  You  own  a  building  in  Buffalo  ?    A.  Yes,  sir. 

Q.  What  is  that  worth  ?    A.  I  don't  know  what  it  cost. 

Q.  What  is  it  worth  ?    A.  I  don't  know,  sir. 

Q.  Have  you  any  opinion  in  regard  to  it  ?    A.  I  could  not  say. 

Q.  At  what  do  you  carry  it  on  your  books?  A.  I  would  have 
to  give  you  those  figures  from  the  books. 

Q.  Have  you  the  books  here  ?    A.  No,  sir. 

Q.  Where  are  they?    A.  In  Buffalo. 

Q.  Can  you  get  them  here  by  to-morrow  morning?  A.  Even 
then  I  don't  believe  that  our  books  would  show  what  that  building 
is  worth. 

Q.  Would  they  show  what  it  cost?  A.  No,  sir;  it  was  built 
before  our  company  took  it. 

Q.  The  building  was  built  before  your  company  took  it?  A, 
That  is,  before  I  was  interested  in  the  Frontier  Company,  and 
built  by  a  construction  company. 

Q.  It  was  built  for  telephone  purposes  ?    A.  Yes,  sir. 

Q.  Built  for  the  Frontier  Telephone  Company?     A.  Yes,  sir. 

Q.  That  was  a  part  of  the  original  plant,  was  it  ?  A.  I  think  it 
is  assessed  for  about  $75,000. 

Q.  How  does  the  assessment  compare  with  the  actual  value? 
A.  I  haven't  any  idea. 

Q.  What  is  the  basis  for  assessment  in  Buffalo;  is  property 
assessed  at  100  cents  on  the  dollar  ?    A.  We  claim  seventy  cents. 

Q.  So  that  it  is  worth  a  little  over  $100,000 ;  does  that  include 
the  switchboard  ?    A.  No,  sir. 

Q.  Is  that  assessed  separately?  A.  There  is  no  assessment  on 
switchboard. 
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Q.  In  the  building,  is  that  considered  a  part  of  the  real  estate  ? 
A.  No,  sir. 

Q.  Isn't  it  assessed  at  all  ?    A.  Not  that  I  know  of. 

Q.  What  is  it  worth  ?    A.  Oh,  may  be  $200,000. 

Q.  And  does  that  include  the  charging  apparatus  ?    A.  Yes. 

Q.  Everything  connected  with  the  switchboard  ?    A.  Yes. 

Q.  And  everything  relating  to  the  business  of  telephoning 
within  that  building?    A.  Yes,  sir. 

Q.  What  other  property  have  you  in  Buffalo  ?    A.  Real  estate  i 

Q.  Yes.    A.  That  is  all. 

Q.  That  is  all  ?    A.  Yes,  sir. 

Q.  And  all  of  the  property  that  you  have  outside  of  what  you 
have  mentioned,  including  the  installations  of  telephones,  the 
instruments  and  attachments,  the  building  which  you  spoke  of, 
and  the  switchboard,  is  property  in  the  street,  is  it  not?    A.  Ye8. 

Q.  Have  you  any  idea  what  your  cables  are  worth  ?  A.  Xo,  I 
don't  know,  sir. 

Q.  You  don't  know  whether  or  not  they  were  reported  as  of  a 
value  of  $302,200,  with  a  depreciation  of  $90,660  ?  A.  I  am  not 
familiar  with  that  report. 

Q.  Leaving  net  value,  $211,540  ?  A.  I  am  not  familiar  with 
that  report. 

Q.  Do  you  know  whether  or  not  that  is  a  fair  valuation  to  put 
•on  the  cables  ?     A.  I  have  no  information  on  the  subject. 

Q.  Who  has  ?  A.  I  suppose  our  engineers  would  have  that ;  the 
parties  who  made  up  that  report ;  the  details  of  it  are  in  our  office, 
I  assume. 

Q.  Do  you  know  what  the  Tax  Commissioners  allowed  to  you 
on  account  of  empty  conduits  on  their  assessment  ?  A.  Our  assess- 
ment last  year  was  $642,000,  as  I  remember  the  figures.* 

Q.  $654,900,  wasn't  it  ?  A.  I  should  say  $642,000 ;  I  may  be 
mistaken  about  that. 

Q.  Have  you  any  idea  what  the  profit  beyond  interest  on 
bonded  indebtedness  to  the  Frontier  Telephone  Company  was  for 
the  year  1908  ?    A.  About  $130,000 ;  that  is,  without  depreciation. 

Q.  That  is  without  depreciation  ?    A.  Yes,  sir. 

Q.  And  was  that  amount  carried  to  a  surplus  account  ?    A.  Yes. 

Q.  Represented  by  what,  cash  or  extensions?  A.  Extensions; 
all  reinvested. 
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Q.  What  about  the  Inter-Ocean  Telephone  and  Telegraph  Com- 
pany;  did  they  make  a  profit  beyond  paying  interest  on  their 
debt  ?    A.  The  Inter-Oeean  Company  — 

Q.  That  is,  prior  to  its  merger?  A.  I  was  just  trying  to  re- 
member. I  don't  think  its  books  were  actually  closed;  I  don't 
remember  as  to  the  points  about  that. 

Q.  You  are  unable  to  state  whether  or  not  they  made  or  had  a 
surplus  at  the  end  of  the  year  1908  of  $140,000,  after  paying  in- 
terest ?    A.  I  am  not  familiar  with  that  situation, 

Q.  You  are  an  officer  of  that  company  ?    A.  Yes,  sir. 

Q.  What  was  your  office  in  that  ?    A.  President. 

Q.  Who  would  know  about  that  company  other  than  you?  A. 
I  ought  to  know.  I  can  refresh  my  memory  on  that  if  you  would 
like  to  have  me  do  so. 

Q.  Have  you  anything  here  from  which  you  can  ?  A.  No,  but 
I  could  find  out  for  you. 

Q.  How  long  would  that  take?  A.  I  don't  know.  I  presume 
1  would  have  to  be  in  Buffalo  to  do  that.  You  mean  that  the  com- 
pany made  $140,000  last  year ;  is  that  your  question  ? 

Q.  Yes.    A.  I  know  that  is  not  true. 

Q.  How  much  did  they  make  ?  A.  I  know  it  was  not  that  much. 
I  can  say  that  from  the  general  situation,  but  I  would  not  venture 
a  statement  as  to  its  profits  last  year. 

Q.  You  would  not  say  that  its  total  profits  since  it  has  been  in 
operation  have  not  amounted  up  to  a  surplus  that  size,  would  you  ? 
A.  No. 

Q.  You  rather  think  they  have  ?    A.  Yes. 

Q.  And  how  is  that  carried,  in  cash  or  extensions?  A.  In  ex- 
tensions; all  reinvested. 

Q.  What  do  you  say  to  the  net  corporate  surplus  of  operations 
for  the  year  1908  being  $26,000 ;  does  that  seem  more  reasonable  ? 
A.  You  may  have  the  figures  there.  I  must  apologize  to  you  for 
not  knowing.  I  should  know,  but  I  don't.  I  would  tell  you  if  I 
did. 

Q.  Do  you  think  that  is  approximately  correct?  A.  It  seems 
to  me  it  ought  to  be  more  than  that. 

Q.  I  haven't  a  doubt  but  what  it  ought  to  have  been  more. 
Do  you  attribute  that  to  bad  management  ?    A.  Probably. 

Q.  Or  general  business  depression  ?    A.  It  may  be  management. 
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Q,  You  think  that  the  figures  $26,380.52  are  probably  cor- 
rect for  service  ?    A.  No,  I  don't  want  to  say  that. 

Q.  You  would  not  want  to  say  that  ?    A.  No,  sir. 

Q.  You  would  not  say  that  they  are  incorrect  ?    A.  No,  sir. 

Q.  As  you  understand,  all  your  statements  here  are  statements 
made  under  oath  ?    A.  Yes,  sir. 

Q.  Is  it  true  that  the  Frontier  Telephone  Company  had  a  sur- 
plus every  year  since  you  have  been  connected  with  it?  A.  I 
think  the  first  year  I  took  hold  of  it  it  had  a  deficit. 

Q.  How  much?  A.  As  I  remember  it,  it  was  about  $20,000; 
that  is,  it  lacked  that  much  of  paying  its  interest. 

Q.  And  the  next  year  did  it  make  up  that  deficit  ?    A.  Yes,  sir. 

Q.  And  pay  all  of  its  interest  accruing  that  year  ?  A.  Yes,  sir ; 
since  that  time  it  has  always  paid  its  interest. 

Q.  And  has  always  had  a  surplus  after  paying  interest?  A. 
Yes,  sir. 

Q.  And  your  reason  for  increasing  the  rates  was  to  get  a  larger 
surplus?     A.  Yes. 

Q.  So  as  to  pay  interest  or  dividends  on  the  stock  issued  ?  A. 
Our  surplus  had  never  been  sufficient,  in  my  estimation,  either  for 
the  benefit  of  the  company  or  the  protection  of  the  public  in  the 
enjojTnent  of  its  service. 

Q.  What  do  you  say  as  to  the  proposition  —  the  correctness  or 
the  incorrectness  of  the  principle  of  government  control  or  State 
control  of  public  service  corporations ;  is  it  right  or  wrong  ?  A.  I 
think  State  control  or  government  control  of  public  service  corpo- 
rations is  proper  to  the  extent  of  a  limitation  or  an  approval  of 
capitalization  to  designate  securities  in  its  proper  way. 

Q.  What  would  you  call  a  proper  way  ?  A.  Well,  for  instance, 
a  company  that  wishes  to  exploit  and  develop  a  line  of  work  —  we 
will  take  our  organization  as  an  example.  I  think  it  is  quite 
proper  that  that  company  should  be  permitted  or  be  controlled  by 
public  service  to  the  extent  of  the  issue  of  its  securities;  that  it 
should  have  the  privilege  of  issuing  bonds  at  a  price  that  the  pub- 
lic would  buy  those  bonds  at;  that  it  should  have  the  privilege 
of  issuing  a  bonus  of  stock. 

Q.  That  is,  you  would  give  to  the  commission  power  to  allow 
the  issue  of  stock  bonuses?  A.  I  believe  in  bonuses  of  stock;  I 
believe  in  stock  certificates,  for  an  income  certificate,  a  certain 
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value  on  iucomes  without  a  par  value  designation,  but  a  certifi- 
cate without  designating  its  value  on  its  face,  participating  in 
profits  in  excess  of  a  proper  interest  on  investment,  and  those 
profits  to  be  regulated  by  government  control. 

By  Chairman  Davis: 

Q.  You  mean  stock  without  a  dollar  mark  ?  A.  Without  a  dol- 
lar mark ;  a  certain  number  of  certificates  to  participate  as  certifi- 
cates without  a  dollar  mark  on  them,  except  one  certificate  out  of 
50,000  certificates,  we  will  say,  to  participate  in  profits  above  a 
fair  income  to  be  given  to  the  bondholder;  and  that  the  price  of 
the  service  shall  be  regulated  by  government  control. 

By  Mr.  Page: 

Q.  That  is,  you  believe  in  control  by  the  State  to  the  extent  of 
regulating  the  cost  of  service  ?    A.  Yes,  sir. 

Q.  The  price  of  service  ?  A.  The  price  of  service  to  the  public, 
yes. 

Q.  Of  course,  they  cannot  regulate  the  cost  of  service  ?    A.  No. 

Q.  Suppose  there  should  be  a  law  such  as  you  suggest  in  force 
upon  the  statute  books,  and  the  commission  should  insist  that  all 
capital  stock  should  be  issued  for  100  cents  on  the  dollar  of  the 
capital,  actual  money  paid  in  ?  A.  I  believe  that  would  be  a  great 
harm  to  the  State  of  New  York. 

Q.  Would  there  be  anything  wrong  about  it?  A.  It  removes 
the  incentive  for  development  of  public  utilities  and  the  building 
up  of  virgin  fields  of  industry,  and  would  make  moneyed  men 
seek  well-developed  earning  securities  and  not  go  into  new  develop- 
ments. 

Q.  That  is,  you  think  the  incentive  at  the  present  time  and 
always  will  be  the  possibility  of  a  large  bonus  rather  than  the 
finding  of  a  place  of  investing  moneys  at  a  fair  dividend  rate? 
A.  Men  who  organize  themselves  into  bodies  to  take  up  unde- 
veloped fields  where  there  is  a  hazardous  risk  must  have  some- 
thing more  than  a  5  per  cent,  ultimate  income,  because  their  cap- 
ital is  worth  that  in  interests  which  have  been  developed;  and 
unless  that  can  be  granted  by  the  Commonwealth  such  develop- 
ments would  cease,  in  my  opinion. 
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By  \  icc-Ohairman  Mekkitt: 

Q.  Is  it  your  experience  that  this  sort  of  investment  is  one 
that  is  extra  hazardous  ?  A.  Not  necessarily  so ;  but  it  requires  a 
wonderful  burden  of  efforts  that  should  be  rewarded  in  excess  of 
a  legal  rate  of  interest. 

Q.  That  don't  hardly  answer  my  question.    A.  No,  I  do  not. 

Q.  You  do  not  regard  it  as  extra  hazardous?  A.  Once  de- 
veloped; but  it  does  not  necessarily  follow  that  a  telephone  com- 
pany, because  it  is  named  a  telephone  company,  is  going  to  be 
successful.  It  requires  effort  and  ingenuity  and  persistency  to 
secure  the  subscribers  and  keep  them  and  give  the  service  that 
will  bring  in  the  income ;  that  is  an  extraordinary  effort. 

Q.  But  at  the  present  time,  the  art  of  telephoning  being  so 
advanced  and  the  devices  so  perfected,  isn't  it  true  that  capital 
is  as  safe,  assuming  that  the  people  who  are  interested,  they  using 
the  same  degree  of  energy  that  they  would  in  any  other  business  un- 
dertaking that  the  investment  is  about  as  safe  as  it  is  in  any  other 
line  of  business  ?  A.  I  think  the  telephone  is  a  more  stable  busi- 
ness investment  than  any  that  I  know  of.  The  demand  is  increas- 
ing.  It  never  varies  to  its  detriment.  The  service  is  paid  for 
cash  in  advance,  and  generally  speaking,  the  public  will  pay  suffi- 
cient for  service  to  warrant  the  company  giving  good  service  and 
developing  its  property,  but  in  going  into  a  new  field,  developing 
a  field  that  is  uncertain,  that  never  has  been  developed,  that  is  au 
entirely  different  subject;  taking  a  franchise  in  a  town  that  has 
never  been  developed,  where  the  Bell  Conjpany,  for  instance,  in 
our  line  of  business,  has  a  large  following,  and  we  are  spending 
$2,000  or  $3,000  in  a  community  before  we  have  one  subscriber, 
that  is  a  hazardous  risk;  to  that  extent  we  are  hazarding  our 
capital  before  securing  a  subscriber;  in  the  case  of  making  an 
investment  in  the  face  of  a  very  strong  organization  in  competi- 
tion with  us,  already  developed  and  in  control,  the  people  interest- 
ing themselves  in  an  enterprise  of  that  kind  through  mere  endeavor 
for  more  of  an  income  on  their  investment,  there  is  more  risk 
than  in  buying  New  York  Central  stock  and  they  are  entitled  to 
more  return  on  their  money. 

Q.  It  is  not  quite  so  uncertain  as  mines.  I  ask  the  question 
having  in  mind  what  you  say  about  the  amount  of  bonus  or  in- 
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ducement  which  should  be  offered  fairly  for  the  money  that  act- 
ually goes  in  ?  A.  I  think  it  would  be  a  great  wrong  for  this  State 
to  insist  that  stock  has  actually  to  be  paid  for  100  cents  on  a  dol- 
lar. Here  is  the  United  States  Steel  Company,  with  $500,000,000 
bonus  of  stock,  that  at  the  time  it  was  organized  the  whole  of  the 
United  States  felt  that  a  great  crime  had  been  committed.  Yet 
the  public  is  readily  taking  that  stock  to-day  and  paying  a  big 
price  for  it,  and  think  well  of  it. 

By  Mr.  Page: 

Q.  And  tp  think  of  the  outrageous  profits  that  the  users  of  their 
products  have  to  pay  in  order  to  make  that  stock  good ;  how  about 
that?  A.  If  the  government  insisted  upon  competition  in  that 
line  of  business,  as  it  does  in  some  other  lines  of  business,  that 
stock  might  not  be  worth  so  much. 

Q.  That  is,  as  a  matter  of  fact,  the  stock  had  no  value  except 
by  the  exorbitant  profits  being  charged  ?    A.  That  is  right. 

Vice-Chairman  Merritt:   And  a  lot  of  energy. 

Q.  Have  you  a  statement  showing  the  gross  income  of  the  Fed- 
eral Telephone  Company  for  the  year  1908  ?  A.  It  was  not  in 
existence  during  that  year.  It  is  the  first  year.  Our  auditors  are 
at  work  on  the  Federal  Company's  books.  The  statement  will 
be  ready  in  a  week  or  two;  you  may  have  it;  it  will  be  published. 

Q.  And  does  that  company  continue  to  do  some  telegraphing 
business?  Did  it  take  over  the  Inter-Ocean  telegraph  business? 
A.  Yes,  sir. 

Q.  Do  you  know  about  that  business?  A.  Yes,  I  am  somewhat 
informed  of  it. 

Q.  Or  would  Mr.  Moore  know  more  of  it  than  you  ?  A.  I  don't 
think  so. 

Q.  To  go  back  again  to  this  subject  of  capital.  Why  not  have 
the  company  formed  with  a  nominal  capital  stock  and  let  the  bonds 
bear  10  per  cent,  interest?  You  could  come  nearer  getting  par 
for  bonds  in  that  case  ?  A.  I  said  this  morning  that  touching  on 
the  price  of  the  service,  that  it  was  not  material  to  the  public  what 
was  done  with  the  10  per  cent. ;  whether  it  all  went  to  bonds ; 
10  per  cent,  to  bonds  or  5  per  cent,  to  bonds  and  5  per  cent,  to 
stock;  or  6  per  cent,  to  bonds  and  4  per  cent,  to  stock;  it  was  a 
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matter  of  stockholders  and  bondholders.  The  point  I  wanted  to 
raise  was  that  we  were  willing  to  regidate  our  rates  to  a  point  that 
would  not  exceed  that  sum  of  money. 

Q.  To  a  point  not  to  exceed  10  per  cent,  on  the  money  put  in  ? 
A.  Yes. 

Q.  Now,  the  grand  holding  company  for  all  of  your  enterprises 
is  the  Consolidated  Telephone  Company,  isn't  it  ?    A.  Yes,  sir. 

Q.  That  is  the  one  that  holds  the  stock  of  all  the  other  com- 
panies ?    A.  Yes. 

Q.  Including  the  manufacturing  company  ?    A.  Yes. 

Q.  Is  the  stock  of  that  company  held  by  individuals  ?  A.  Yes, 
sir. 

Q.  Is  there  enough  of  it  to  control  pooled  in  a  syndicate  and 
syndicate  certificates  issued  ?     A.  Yes,  there  is  a  voting  trust. 

Q.  A  voting  trust  ?    A.  Yes. 

Q.  And  certificates  for  beneficial  interests  in  the  voting  trusts 
have  been  issued  ?    A.  Yes. 

Q.  And  do  those  certificates  show  that  they  represent  an  inter- 
est in  a  certain  percentage  of  the  total  capital  of  the  Consolidated 
Telephone  Company  ?    A.  Yes,  sir. 

Q.  And  who  are  the  managers  of  the  voting  trust,  or  who  is 
the  trustee  ?    A.  Mr.  K  R.  Ilefford,  of  Buffalo ;  Mr.  E.  C.  Lufkin. 

Q.  Also  of  Buffalo  ?  A.  He  now  resides  in  Texas,  but  his  home 
has  been  there ;  and  myself. 

Q.  And  does  the  voting  trust  agreement  provide  that  in  case 
of  difference  a  majority  of  you  shall  cast  the  vote  of  the  entire 
pool  ?  A.  The  voting  trustees  are  ])rivileged  to  vote  for  directors. 
I  think  the  majority  controls,  of  course. 

Q.  That  is,  in  case  of  a  disagreement  between  yourself  and 
either  Mr.  Lufkin  and  Mr.  Hefford,  you,  with  either  of  those 
gentlemen,  could  control  ?    A.  Yes,  sir. 

Q.  To  control  the  entire  enterprise?  A.  Yes;  well,  we  could 
control  the  policy  by  electing  directors. 

Q.  That  is,  you  could  elect  directors  of  the  Consolidated  Com- 
pany, and  they  in  turn  could  elect  the  directors  of  all  the  other 
companies  ?    A.  Yes,  sir. 

Q.  For  how  long  a  time  is  this  pool  made  ?  A.  Ten  years  from 
1905. 
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Q.  What  percentage  of  the  total  capital  stock  issued  by  the  Con- 
solidated Company  is  owned  by  you  three  gentlemen  as  trustees? 
A.  A  very  large  percentage ;  I  presume  about  90  per  cent,  of  it. 

Q.  And  what  part  of  that  90  per  cent,  is  owned  by  you  three 
gentlemen  individually?  A.  I  cannot  say  as  to  those  gentlemen; 
I  don't  know  what  they  own. 

Q.  Well,  as  to  yourself  ?    A.  Do  you  want  me  to  tell  you  ? 

Q.  Sure.  A.  I  own  something  in  excess  of  10,000  shares  of 
stock  myself. 

Q.  Do  those  gentlemen  own  more  or  less  than  you  do  ?    A.  Less. 

Q.  They  own  less  than  you  do  ?    A.  Less,  yes. 

Q.  What  is  the  telegraph  business  of  this  company?  A.  We 
carry  brokers'  private  wires.  We  do  not  do  any  commercial  tele- 
graphing, simply  leased  lines. 

Q.  You  simply  lease  wires  ?    A.  Lease  wires. 

Q.  For  operating  tickers?  A.  No;  we  lease  wires  to  people 
who  want  to  use  them  for  brokerage  business  in  our  district;  and 
carry  some  press  news,  but  do  not  operate.  We  have  no  teleg- 
raphers in  our  employ. 

Q.  How  many  miles  of  wire  are  you  leasing  at  the  present 
tinae  for  telegraph  purposes  ?    A.  Well,  maybe  2,000  miles. 

Q.  All  running  out  of  Buffalo?  A.  Running  around  in  the 
district,  yes,  sir. 

Q.  How  far  distant  from  Buffalo  do  they  extend  ?  A.  As  far 
as  our  district  goes;  through  western  Syracuse  and  Elmira  and 
Binghamton  and  through  that  district. 

Q.  Well,  just  how  are  those  used?  A.  We  set  up  these  tele- 
graph circuits,  which,  you  understand,  may  be  operated  in  con- 
junction with  telephone  lines ;  that  is,  you  can  telephone  and  tele- 
graph over  the  same  line  at  the  same  time. 

Q.  Mr.  Vail  stated  that  was  true?  A.  Yes;  it  does  not  inter- 
fere with  our  telephone  service.  A  broker  in  Buffalo  will  have 
branch  oflSces  at  Jamestown  and  Elmira  and  Syracuse  or  Roches- 
ter, and  he  will  ask  us  to  set  up  a  circuit  for  him;  and  we  lease 
those  circuits  out;  that  is  the  extent  of  our  interest  in  the  mat- 
ter.   He  pays  us  so  much  per  mile  for  that  service. 

Q.  By  setting  up  a  circuit  you  do  not  mean  that  you  string  a 
new  wire  especially  for  him?  A.  Xo;  we  set  up  a  telegraph 
circuit. 
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Q.  That  is,  you  take  one  of  your  wires  that  is  already  strung 
and  connect  one  end  to  his  office  in  Buffalo,  the  other  end,  say, 
with  his  office  in  Syracuse,  and  ground  the  wire,  is  that  right? 
A.  Xo ;  it  is  not  a  grounded  wire ;  it  is  a  metallic  circuit. 

Q.  You  give  them  a  metallic  circuit  ?    A.  Yes,  sir. 

Q.  And  during  the  time  that  wire  is  in  use  by  the  broker  you 
are  using  it  all  the  time  for  your  long  distance  telephone  ?  A.  Yes, 
sir. 

Q.  And  one  does  not  interfere  with  the  other?     A.  No,  sir. 

Q.  Are  those  wires  rented  out  by  you  for  any  purpose  other 
than  bucket  shop  quotations  or  broker's  office  quotations?  A.  I 
think  not. 

Q.  Have  you  any  leased  circuits  running  into  New  York  city  ? 
A.  I  think  so. 

Q.  How  many  ?    A.  One. 

Q.  Have  you  any  franchise  east  of  Syracuse  in  the  State  of 
New  York  ?    A.  No,  sir. 

Q.  And  no  local  exchanges?     A.  No,  sir. 

Q.  How  does  that  wire  reach  New  York  ?    A.  I  don't  know. 

Q.  By  Pennsylvania  or  New  Jersey,  or  this  side  of  the  river  f 
A.  I  will  qualify  that.  There  is  a  line  goes  through  our  office 
that  does  go  through,  but  not  over  our  lines.  We  have  no  lines 
here.  We  have  no  lines  east  of  Syracuse.  In  connection  with 
other  lines ;  I  don't  know  what  lines  those  are.  We  are  not  inter- 
ested in  that  part  of  it. 

Q.  That  is,  your  wire  is  connected  with  the  wires  of  another 
company?    A.  Yes,  sir. 

Q.  So  that  it  ultimately  reaches  New  York  city,  but  not  over 
your  lines  ?    A.  Yes. 

Q.  Is  that  correct  ?    A.  That  is  right. 

Q.  What  company  do  you  connect  with  ?    A.  I  don't  know. 

Q.  Do  you  know  where  you  connect?    A.  No,  sir, 

Q.  Who  made  the  arrangement  for  that  connection?  A.  We 
connect  at  Syracuse  with  a  telephone  company  there;  that  is  as 
far  as  we  go. 

Q.  That  is  the  Central  New  York  Telephone  and  Telegraph 
Company  ?    A.  No,  sir ;  it  is  a  local  company  at  Syracuse. 
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Q.  The  Independent  Telephone  Company  of  Syracuse,  or  the 
Onondaga  Telephone  Company,  which  name  is  it  now?  A.  I 
cannot  say  now;  Onondaga  maybe. 

Q.  It  has  shifted  recently,  hasn't  it  ?  A.  Yes.  I  would  like  to 
correct  one  impression,  possibly,  that  I  let  out  this  morning;  my 
attention  was  called  to  it;  that  in  my  statement  which  I  read  I 
made  a  reference  that  competition  in  the  up-state  district  was  so 
keen  as  to  make  rates  low,  and  the  extent  of  service  so  extensive 
as  to  be  as  much  to  the  public  gain  as  the  Public  Service  Commis- 
sion could  give.  I  want  to  simply  say  that  I  put  that  in  simply 
as  a  reminder  to  you  gentlemen  of  the  situation,  not  to  say  that 
the  control  would  not  be  beneficial  even  with  that  competition. 
I  do  not  want  to  take  that  position. 

Q.  Now,  there  comes  to  my  mind  another  subject  I  would  like 
to  ask  you  about,  as  you  seem  to  be  very  familiar  with  the  tele- 
phone situation  up  the  State.  What  about  farmer  lines,  so-called  ? 
Can  you  in  a  general  way  tell  the  Committee  what  they  are,  how 
extensive  they  are,  how  numerous  they  are,  and  how  they  are 
operated ;  all  about  thera  ?  A.  I  think  prior  to  our  advent  in  the 
telephone  business  in  New  York  State  that  it  was  an  almost 
unheard-of  thing  for  a  resident  in  a  small  village  to  have  a  tele- 
phone, and  the  farmer  was  so  unfamiliar  with  the  telephone  as  to 
be  absolutely  frightened  with  it.  It  has  been  our  policy  in  going 
into  these  small  communities,  and  our  system  is  made  up  of  units 
developed  through  communities,  to  encourage  farmer  line  develop- 
ment. In  some  instances,  after  having  obtained  a  franchise  in  a 
village,  we  have  extended  our  lines  out  into  rural  communities 
for  the  benefit  of  the  farmer,  but  generally  we  encourage  the 
farmer  to  form  a  corporation  of  his  own  out  through  a  certain 
district.  Taking  an  important  highway  leading  out  from  a  village 
we  will  solicit  the  important  farmers  in  that  district  to  form  a 
small  corporation,  and  it  costs  them  about  $50  a  telephone  to  con- 
struct their  lines  and  string  their  iron  wires  into  our  exchange. 
We  will  switch  these  farmers  after  they  have  brought  their  lines 
into  our  switchboard,  we  switch  them  at  from  $3  to  $5  per  year 
per  telephone.  They  incorporate  their  company  through  the 
Secretary  of  State,  have  their  officers,  and  have  some  young  man 
in  their  community  who  will  be  employed  to  devote  such  part  of 
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his  time  as  necessary  for  the  upkeep  of  their  line,  and  it  gives 
them  a  very  cheap  service,  and  it  is  very  comprehensive  and 
exceedingly  desirable.  I  think  if  the  independent  interests  have 
done  nothing  else  than  to  make  possible  the  telephone  connection 
for  the  farmer  to  his  immediate  market,  they  have  fulfilled  a  great 
part  of  the  interests  of  this  State.  I  can  show  you  reference  —  at 
Penn  Yan  is  quite  a  noticeable  example  of  farmer  development 
Penn  Yan  has  an  average  of  about  5,000  people,  I  think.  Prior 
to  our  construction  there  in  1903,  the  Bell  Company  had  less  than 
100  telephones  in  Penn  Yan.  We  built  a  limited  exchange  for 
500  subscribers,  and  encouraged  farmers'  development.  I  think 
I  am  safe  in  saying  that  95  per  cent,  of  the  farmers  within  a 
radius  of  twelve  to  fifteen  miles  of  Penn  Yan  have  telephones  in 
their  homes.  They  are  stockholders  each  and  every  one  of  them 
in  these  little  local  companies.  There  must  be  fifteen  or  twenty 
corporations  with  over  1,000  telephones  connected  into  our  switch- 
board at  Penn  Yan,  and  in  the  village  of  Penn  Yan  under  our 
own  control  we  have  over  800  subscribers'.  We  switch  those  people 
for  $3  a  year  per  telephone. 

By  Vice-Chairman  Meeeitt  : 

Q.  Into  the  service  in  Penn  Yan  ?  A.  We  give  them  unlimited 
service  into  Penn  Yan. 

Q.  How  about  the  connection?  A.  Our  subscribers  have  un- 
limited service  with  them. 

Q.  Do  they  get  connection  each  with  another?  A.  Yes.  We 
switch  them.  That  $3  covers  connection  with  the  Penn  Yan  sub- 
scribers and  to  each  other.  Now,  there  is  a  community  of  nearly 
2,000  telephones  to-day  that  in  1903  was  absolutely  unknown.  I 
do  not  suppose  one  farmer  out  of  100  ever  talked  over  a  telephone. 
Now,  that  is  a  great  grape  district  where  they  raise  grapes  all 
through  that  district,  and  it  is  as  essential  to  a  farmer  to  have  a 
telephone  as  it  is  to  a  man  in  New  York  city  in  his  work. 

By  Chairman  Davis  : 

Q.  And  the  farmer  gets  the  telephone  for  about  $1  a  month? 
A.  Less  than  that,  Senator,  in  that  plan.    We  rent  the  service  to 
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them  for  $1  a  month  for  those  lines  that  we  build.  I  believe,  Mr. 
Page,  there  are  over  100,000  farmer  telephones  which  have  been 
put  into  Ifew  York  State  connecting  with  their  immediate  home 
market  within  the  last  five  years,  all  independent.  The  Bell  Com- 
pany has  absolutely  ignored  that  line  of  work.  They  never  would 
connect  v^ith  the  farmer,  didn't  want  him  to  go  into  the  telephone 
business,  and  it  was  not  profitable  for  them  to  build  out  to  him; 
they  took  the  business  man  handy  by  at  a  larger  rate. 

Q.  Do  these  farmer  lines  own. their  telephones  or  rent  them? 
A.  They  own  them. 

Q.  They  buy  them?  A.  They  own  them;  they  buy  them  out- 
right; they  build  the  lines  themselves.  That  is,  their  contract. 
We  furnish  our  engineers  and  linemen  to  build  for  them,  and 
they  pay  them  in  a  great  many  instances. 

By  Vice-Chairman  Merkitt: 

Q.  Any  difficulty  in  connecting  these  farmer  lines  with  the 
copper  circuits  that  you  use  in  larger  places?  A.  Mr.  Merritt, 
they  don't  go  out  over  the  long  distance  very  much  except  maybe 
to  the  immediate  connecting  towns.  For  instance,  at  Penn  Yan, 
those  farmers  might  want  to  talk  to  Geneva  or  to  Watkins,  and 
those  farmer  circuits  of  iron  wire  are  suflScient  to  carry  them  to 
that  extent. 

Q.  Fifteen  or  twenty  miles?  A.  Yes,  so  they  have  good.cnn- 
nections. 

By  Mr.  Page: 

Q.  What  is  the  voltage,  Mr.  Hubbell,  on  the  talking  circuit? 
A.  In  Buffalo  we  use  24. 

Q.  And  what  is  the  voltage  on  the  ringing  or  calling  circuit; 
that  is,  of  course,  on  the  same  wire,  but  it  is  a  different  current, 
and  a  different  voltage,  is  it  not  ?    A.  No,  the  same  thing. 

Q.  That  is,  the  subscriber  is  called  by  the  same  current? 
A.  Yes,  sir. 

Q.  Is  that  true  in  the  case  of  all  telephones  ?  A.  Oh,  you  mean 
to  call  a  subscriber. 

Q.  Yes.  A.  That  is  different.  We  have  a  different  circuit  for 
that. 
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Q.  How  do  you  describe  that?  A.  I  don't  know.  I  am  not 
informed  as  to  the  details  of  that. 

Q.  That  is  a  diiferent  current,  isn't  it?    A.  Yes. 

Q.  And  a  different  voltage?  A.  Yes;  twenty-four  volts  is  the 
talking  circuit  in  our  common  battery  exchange. 

Q.  Do  you  know  of  any  exchanges  that  use  a  higher  voltage  for 
the  talking  circuit?     A.  Yes;  some  use  forty. 

Q.  What  is  the  highest  voltage  used  for  calling?  A.  I  cannot 
say  that,  sir. 

Q.  Do  you  know  what  it  is  in  your  companies  ?    A.  No,  sir. 

Q.  Do  you  think  it  is  possible  to  burn  out  the  farmers  build- 
ings by  connection  with  those  lines  ?    A.  To  do  what  ? 

Q.  To  burn  out  or  set  fire  to  the  buildings  in  the  country  where 
the  farmer's  line  is  connected  with  yours?  A.  You  mean  from 
the  telephone  circuit? 

Q.  On  account  of  the  high  voltage  of  your  lines  ?  A.  No ;  those 
circuits  arc  two  or  three  or  four  volts,  in  dry  cells  for  talking,  and 
the  ringing  circuits  are  magneto  circuit,  that  would  not  burn 
anything;  it  couldn't. 

Q.  And  when  you  call  from  your  exchange  where  you  use  a 
higher  voltage,  that  voltage  does  not  get  on  to  the  farmer's  line? 
A.  No. 

Q.  You  simply  use  a  magneto  coil  ?     A.  Yes. 

Q.  And  that  has  a  low  voltage?    A.  Yes. 

Q.  Absolutely  no  danger  from  fire  ?    A.  Absolutely  no  danger. 

Q.  But  you  could  not  tell  —  about  how  many  telephones  will 
there  usually  be  placed  on  a  single  line,  a  single  circuit,  in  what 
you  call  the  farmer  companies?     A.  Well,  they  vary. 

Q.  What  is  the  highest  number?  A.  I  have  known  them  as 
high  as  twenty-five. 

Q.  Twenty-five  on  one  circuit?     A.  Yes. 

Q.  And  those  are  sometimes  owned  by  partnerships  and  not  by 
corporations  ?    A.  Yes ;  and  a  great  many  mutual  companies. 

Q.  Sometimes  a  few  people  in  a  neighborhood  get  together  and 
build  without  any  partnership  agreement  or  anything  except  an 
understanding?     A.  Yes,  sir. 

Q.  You  stated  that  the  Bell  Company  had  not  done  that  sort 
of  thing;  are  you  not  mistaken  about  that?     A.  I  say  that  prior 
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to  our  advent  into  the  telephone  business  the  farmer  telephone 
^as  unknown. 

Q.  Oh,  prior  to  your  advent  in  the  telephone  business?  A.  I 
think  to-day  we  control  95  per  cent,  of  the  farmer  connections 
through  farmer  districts  into  their  immediate  village  market. 

Q.  You  know  that  there  are  a  great  many  so-called  farmer  lines 
and  farmer  companies  that  connect  with  the  Bell  Company? 
A.  Not  very  many. 

Q.  Some  ?    A.  There  are  a  few,  very  few ;  there  may  be  some. 

Q.  That  you  know  of?    A.  Yes,  sir. 

Q.  Do  you  know  about  the  number  in  the  eastern  part  of  the 
State  ?     A.  I  am  not  familiar  with  them. 

Q.  There  might  be  quite  a  large  number  there,  and  you  not 
know  about  it  ?    A.  That  might  be. 

Mr.  Page  :  I  think  as  a  matter  of  fact,  there  are  a  large  number 
reported  to  the  committee. 

Q.  What  do  you  say  as  to  the  propriety  of  compelling  all  these 
little  neighborhood  mutual  companies,  small  farmer  lines,  stock 
companies  and  partnerships,  to  make  extensive  reports  to  the 
Public  Service  Commission  in  regard  to  their  assets  and  earnings, 
a  method  of  keeping  books,  scientific  accounting?  A.  I  think  it 
would  be  very  confusing :  in  fact,  I  doubt  if  a  law  could  be  passed 
which  would  permit  of  a  good  report.  We  have  to  keep  the  books 
for  these  farmer  companies  very  largely  ourselves.  It  seems  to  me 
it  would  be,  if  you  will  permit  the  word,  ridiculous  to  suggest  such 
a  thing. 

Q.  Well,  I  want  to  get  what  your  idea  is.  The  committee  is 
anxious  to  get  all  the  information  on  all  subjects  in  any  way 
related  to  telephones  and  telegraph  ?  A.  ITere  are  ten  farmers  or 
more  band  themselves  into  a  little  company  and  put  up  $50 
apiece  to  build  a  little  lino,  and  they  get  out  and  repair  it  when 
necessary,  but  I  don't  suppose  they  ever  saw  a  book  more  than  a 
memorandum  book  that  they  carry  in  their  pocket,  in  their  lives. 

Q.  Do  those  companies  as  a  rule  keep  books  ?    A.  Xo,  sir. 

Q.  Do  they  make  out  any  annual  statement?     A.  T  think  not. 

Q.  Do  they  ever  take  an  inventory  ?    A.  Xo,  sir. 

Q.  So  far  as  you  know,  do  they  keep  any  books  whatever? 
A.  -NTo.    Very  largely,  Mr.  Page,  we  keep  their  records  for  them. 
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That  is,  the  matter  of  their  calls,  where  there  is  a  toll  message  on 
it,  we  keep  those  books  for  them,  and  once  a  month  render  them 
their  bills,  and  some  one  man  out  of  a  little  company  will  go  about 
and  collect  the  money,  but  they  will  take  his  reports  as  accurate. 

By  Chairman  Davis: 

Q.  Do  they  complain  about  your  charges  ?  A.  They  are  pretty 
reasonable  people. 

By  Vice-Chairman  Merritt: 

Q.  Don't  have  much  trouble?     A.  No,  sir. 

By  Mr.  Page: 

Q.  Just  what  books  do  you  keep  for  them  as  a  rule,  anything 
besides  a  record  of  the  calls  through  ?  A.  For  instance,  if  there  is 
a  long  distance  call,  we  will  take  this  illustration  that  I  gave  a 
short  time  ago  at  Penn  Yan;  if  one  of  these  farmers  talked  to 
Geneva,  we  keep  his  charge;  we  keep  that  charge  against  him, 
and  there  is  a  quarterly  statement  of  rental  charges  for  the  tele- 
phone. 

Q.  That  is  part  of  your  bookkeeping,  isn't  it,  the  quarterly 
statement  ?  A.  Yes,  but  there  is  not  anything  else  for  them  to 
keep. 

Q.  Unless  they  kept  an  account  of  depreciation,  cost  of  exten- 
sions, betterments  and  repairs?  A.  Well,  T  don't  think  your  Cora- 
mission  would  be  benefited  any  by  reix)rts  that  they  would  receive 
from  these  rural  companies  if  they  should  execute  it. 

Q.  Outside  of  the  Commission,  do  you  think  the  rural  com- 
panies would  be  benefited  any?    A.  No,  sir. 

Q.  Then  to  go  a  step  further,  would  the  general  public  be  bene- 
fited any  by  their  reporting?  A.  No,  sir,  not  only  that,  but  I 
think  it  would  retard  the  development  of  small  companies  if  they 
knew  they  had  to  make  these  reports, 

liv  Chairman  Davis: 

t. 

Q.  Would  it  be  a  matter  of  education  to  have  the  farmer  learn 
how  to  keep  accoimts  if  he  was  obliged  to  ?  A.  The  farmers  keep 
their  own  accounts  pretty  well.  Senator,  I  think,  in  their  own  way. 
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Q.  In  their  own  pocket  ?  A.  Yes ;  I  never  saw  one  that  lacked 
the  ability  to  look  out  for  his  own  interest. 

Q.  He  knew  how  much  was  coming  to  him?  A.  Yes,  sir. 

Bv  Mr.  Page: 

Q.  Are  you  familiar  with  the  form  of  report  required  by  the 
Public  Service  Commission  at  the  present  time  from  local  com- 
panies ?    A.  No,  not  in  detail. 

Q.  Did  you  ever  see  one  of  them  ?    A.  Xo,  sir. 

Q.  Did  I  ask  you  how  many  small  companies  there  are  of  the 
class  known  as  farmer  lines,  and  by  company  I  mean  corporation 
or  partnership  or  mutual  association  ?  A.  It  seems  to  me,  Mr. 
Page,  there  must  be  in  excess  of  1,000  of  them.  I  don't  know  but 
that  would  be  my  judgment;  in  excess  of  1,000  of  them  through- 
out the  State. 

Q.  About  how  many  of  them  are  there  in  your  parish,  take 
the  western  part  of  the  State,  that  part  of  the  State  lying  west  of 
a  line  drawn  north  and  south  through  Syracuse?  A.  Oh,  there 
is  some  GOO  to  700  of  them. 

Q.  Why  wouldn't  there  be  as  many  more  east  of  that  line? 
A.  Probablv  there  would  be. 

Q.  Did  I  ask  you  about  the  gross  earnings  of  the  Federal  for 
the  last  year  ?  A.  I  said  that  1  would  give  that  to  you  within  the 
next  ten  days. 

Q.  What  arrangement  do  you  have  in  regard  to  exchange  busi- 
ness between  the  lines  of  the  Federal  Company  and  the  lines  of 
other  independent  telephone  companies  with  which  it  connects? 
A.  We  have  contracts  with  like  corporations  in  Pennsylvania  and 
Ohio,  and  in  the  district  east  of  Syracuse,  in  which  it  is  agreed 
that  all  business  originating  on  our  system  going  into  their  terri- 
tory shall  be  delivered  to  them  at  some  agreed  upon  connecting 
point,  or  where  the  lines  connect  in  the  line  of  the  path  of  the 
message,  and  these  companies  agree  that  all  messages  originating 
in  their  svstems  in  Pennsvlvania  and  Ohio  and  eastern  New  York 
going  into  our  district  shall  be  delivered  to  us  at  connecting  points, 
and  each  division  of  the  message  is  on  a  mileage  basis. 

Q.  That  is,  you  divide  the  tolls  on  the  basis  of  mileage? 
A.  Yes,  sir. 
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Q.  Regardless  of  the  direction  that  the  message  goes,  whether 
out  of  your  territory  or  into  it  ?  A.  The  originating  company  first 
taking  25  per  cent,  of  the  message  up  to  I2V2  cents  for  any  one 
message. 

Q.  That  is  their  commission  on  originating  biftiness  ?  A.  Yes ; 
the  balance  is  divided. 

Q.  The  balance  is  divided  according  to  mileage?     A.  Yes,  sir. 

Q.  What  do  you  say  is  the  average  cost  per  mile  of  a  pole  line, 
a  telegraph  pole  line  ?    A.  Just  the  poles  alone  ? 

Q.  Well,  say  the  poles  and  one  cross  arm  and  braces  and  pins 
and  insulators  all  ready  to  string  a  pair  of  wires?  A.  A  small 
line,  twenty-five-foot  or  twenty-foot  poles,  with  a  crossarm,  one 
pair  of  wires,  can  be  built  for  about  $200  a  mile. 

Q.  Set  how  many  poles  to  the  mile?  A.  Thirty-five  to  forty, 
if  it  is  only  going  to  hold  the  one  circuit  that  you  speak  of. 

Q.  If  it  was  going  to  hold  more  than  that  you  would  have  to 
put  in  about  fifty  poles  to  the  mile  ?    A.  Fifty  poles  to  the  mile. 

Q.  And  you  would  have  to  have  a  heavier  pole  ?  A.  Very  much. 

Q.  And  heavier  crossarms?     A.  Yes. 

Q.  That  would  increase  the  cost  how  much  per  mile  ?  A.  I 
think  our  heaviest  lines  probably  cost  $800  to  $1,000  a  mile  for 
the  poles. 

Q.  Not  including  wires?     A.  Not  including  wires. 

Q.  But  including  the  crossarms,  insulators  and  insulator  pins? 
A.  Yes,  sir. 

Q.  And  what  is  the  cost  per  mile  for  a  copper  circuit,  including 
not  only  the  cost  of  the  copper  but  the  delivering  of  it  and  the 
stringing  of  it,  getting  it  ready  to  operate?    A.  About  $80  a  mile. 

Q.  Per  circuit  ?    A.  Yes. 

Q.  What  would  you  say  was  an  average  cost  per  telephone  for 
building  a  small  telephone  plant  exchange  and  subscribers'  lines 
and  furnishing  instruments,  an  exchange  say  with  1,000  sub- 
scribers ?  A.  A  small  compact  village  with  what  is  known  as  the 
magneto  system  would  cost  about  $75  an  instrument  all  complete, 
with  the  switchboard  and  everything. 

Q.  That  is,  for  any  number  of  subscribers  up  to  1,000?  A.  Of 
course,  in  building  a  system,  if  you  were  to  start  with  we  will 
say  200  telephones  built  in  a  town  capable  of  taking  care  of  500 
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telephones,  your  initial  construction  would  be  much  stronger  and 
more  expensive  than  if  you  were  going  to  limit  your  subscribers 
to  the  immediate  necessities. 

Q.  You  would,  of  course,  build  the  switchboard  large  enough 
and  the  poles  large  enough  to  accommodate  the  600  ?    A.  Yes. 

Q.  And  you  would  put  in  the  centre  of  the  town  wires  large 
enough  to  take  care  of  the  growth  of  the  company?    A.  Yes. 

Q.  That  would  bring  it  up  to  perhaps  $100  a  phone  ?  A.  Yes, 
possibly.  / 

Q.  As  the  cost  of  the  original  installation?     A.  Yes,  sir. 

Q.  Then,  when  you  increase  from  200  to  500,  what  would  be 
the  cost  per  phone  for  the  next  300?  A.  It  would  be  reduced 
probably  down  to  $75. 

Q.  Wouldn't  it  go  below  that  ?    A.  I  think  not. 

Q.  You  haven't  any  switchboard  or  cable  or  pole  line  charge 
there  then?  A.  Xo,  but  it  would  be  a  pretty  difficult  matter  to 
build  a  telephone  system  for  500  telephones  for  less  than  from 
$30,000  to  $35,000. 

Q.  Now,  in  the  case  of  a  larger  community  using  from  5,000 
to  10,000  telephones,  what  would  be  the  fair  cost  of  installing  a 
plant  of  that  sort  per  phone  ?    A.  I  should  say  from  $125  to  $150. 

Q.  So  that  as  the  size  of  the  exchange  increases  the  cost  per  tele- 
phone for  installation  increases?    A.  Yes. 

Q.  What  would  be  the  cost  of  installing  a  plant  of  10,000  to 
20,000  telephones,  what  would  be  the  cost  per  phone?  A.  Well, 
in  a  city  capable  of  taking  20,000  telephones  the  installations 
would  cost  nearly  $200  a  telephone. 

Q.  And  the  larger  the  city  and  the  more  telephones  that  can  be 
installed  in  a  given  system,  the  greater  the  expense  per  telephone 
for  installation  ?    A.  I  can  illustrate  that  possibly  — 

Q.  Just  answer  it  first,  if  you  will,  and  then  illustrate  it. 
A.  It  would  be,  yes. 

Q.  It  would  cost  more?    A.  Yes. 

Q.  Now,  just  tell  why  that  is,  if  you  will  ?  A.  In  a  city  such 
as  Buffalo,  which  would  take  20,000  telephones,  you  would  need, 
in  order  to  get  those  telephones,  to  spread  your  construction  to  the 
extreme  limits  of  the  city,  and  there  would  be  in  the  outskirts 
a  large,  sparsely  settled  district  that  would  cost  a  very  consider- 
able sum  to  build  to  per  telephone.  I  doubt  if  making  that  change, 
su^esting  New  York  city,  to  build  in  the  lower  district  here 


800  [Senate 

would  cost  any  more  than  it  would  to  build  in  Buffalo,  to  carry 
20,000  telephones  for  that  city,  because  you  could  put  a  telephone 
system  below  23rd  street  in  New  York  for  20,000  telephones  for 
less  money  than  you  could  per  telephone  in  Buffalo. 

Q.  Because  you  would  not  have  to  cover  so  much  territory? 
A.  Yes,  sir. 

Q.  You  wouldn't  have  so  many  miles  of  conduit  to  build  ?  A. 
Yes,  sir. 

Q.  It  would  cost  more  to  build  the  conduit  though,  would  it 
not?  A.  Well,  I  assume  that  the  streets  here  are  pretty  well 
taken  up  with  conduits  and  other  obstructions,  and  you  might 
have  to  go  lower  than  you  would  in  a  city  like  Buffalo  to  get  your 
right  of  way. 

Q.  On  account  of  the  obstructions  that  you  would  find  under- 
neath the  surface  and  on  account  of  the  interference  from  traffic 
overhead  in  this  city,  it  would  cost  more  than  in  Buffalo?  A. 
Yes. 

Q.  That  would  make  considerable  difference,  would  it  not? 
A.  Yes,  I  should  think  so. 

Q.  How  about  the  price  of  labor?  A.  Well,  it  ought  not  to 
vary. 

Q.  Do  you  know  whether  or  not  it  does  ?    A.    I  don't  know. 

Q.  What  would  you  consider  the  lowest  annual  charge  which 
could  be  made  for  the  use  of  the  telephone  with  unlimited  service 
in  a  small  community  where  there  is  a  small  exchange,  say  of  500 
to  1,000  subscribers?  A.  We  charge  and  barely  get  enough  to 
make  our  way  in  the  small  towns  of  500  to  1,000.  We  charge  $15 
for  a  residence  phone,  and  $24  for  a  business  telephone. 

Q.  What  do  you  mean  by  making  your  way?  A.  I  mean  by 
paying  interest  on  our  bonds  and  taking  care  of  having  a  sufficient 
surplus  to  take  care  of  our  plant  upkeep. 

Q.  And  also  extensions?    A.  Very  little  extensions  out  of  that. 

Q.  You  don't  plan  on  paying  for  extensions  out  of  that  rental? 
A.  Xo,  sir. 

Q.  What  about  the  Still  Alarm,  have  you  such  a  company  or 
such  a  business  in  connection  with  your  company?  A.  We  have 
a  corporation  known  as  the  Still  Alarm  Company. 

Q.  What  does  that  do?  A.  We  install  watchmen's  clocks  ill 
factory  buildings  in  places  where  a  watchman  is  employed,  and 
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nm  a  wire  from  around  the  factory  to  each  one  of  these  clocks 
and  into  our  central  office^  and  a  schedule  is  given  us  by  the 
owner  of  this  factory  buildings  and  the  watchman  is  required  to 
signal  these  clocks  on  that  schedule,  and  that  schedule  is  tran- 
scribed on  tape  in  our  office.  If  the  watchman  does  not  draw  the 
signal  at  the  minute  the  signal  provides  for,  we  give  ten  minutes 
leeway,  and  we  then  send  a  messenger  in  an  automobile  to  that 
factory  to  find  out  what  is  the  trouble  with  the  watchman. 

Q.  And  have  you  a  franchise  permitting  you  to  do  that  busi- 
ness?   A.  No,  sir. 

Q.  You  are  doing  that  under  your  telephone  franchise?    A. 
Yes,  sir. 

Q.  Using  the  telephone  company  conduits  for  your  wires  ?  A. 
This  Still  Alarm  Company  leases  wires  from  the  telephone  com- 
pany for  that  purpose. 

Q.  That  is,  it  leases  the  wire  as  well  as  the  conduit?  A.  It 
leases  the  wire  and  not  the  conduit. 

Q.  Is  that  a  very  extensive  business?  A.  Well,  it  is  growing. 
I  think  it  is  a  mighty  good  thing.  A  man  may  have  a  watchman 
in  his  building,  and  he  may  go  down  in  the  morning  and  find  his 
building  burned ;  then  he  knows  that  his  watchman  has  not  taken 
care  of  it,  but  now  we  know  within  ten  minutes  of  a  stated  period 
as  to  whether  or  not  a  watchman  is  there;  we  frequently  find  a 
watchman  sick,  needing  attention. 

Q.  Your  alarm  watches  the  watchman?  A.  We  watch  the 
watchman. 

By  Vice  Chairman  Mebbitt  : 

Q.  You  actually  have  to  go  and  look  them  up  occasionally  ?  A. 
Very  frequently.  Every  night  there  is  one,  or  two,  or  three  calls; 
three  runs. 

By  Mr.  Page  : 

Q.  •  Can  you  tell  what  the  gross  earnings  of  the  Frontier  Tele- 
phone Company  were  for  the  year  1908  ?    A.  No,  sir. 

Q.  Is  there  anyone  here  from  your  company  that  could  tell? 
A.  Xo,  sir.  I  could  give  you  very  close  to  it,  about  $425,000,  I 
think. 
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Q.  That  is  gross  ?    A.  Yes,  sir. 

Q.  Have  you  such  a  thing  as  an  analysis  of  your  construction 
account  that  was  made  for  the  use  of  your  engineers  at  one  time  i 
A.  I  should  think,  Mr.  Page,  that  we  have  all  of  that  for  the 
State  Board  of  Tax  Commissioners;  they  were  in  our  office  two 
years  ago,  and  took  off  for  their  own  benefit  the  details  of  our 
physical  construction;  we  have  copies  of  that,  and  I  think  you 
could  find  that  in  the  State  Board  of  Tax  Commissioners'  office 
at  Albany. 

Q.  Outside  of  what  you  have  furnished  to  the  Board  of  Tax 
Commissioners,  didn't  you  at  one  time  make  an  analysis  of  your 
construction  account  for  the  benefit  of  your  engineers,  when  they 
were  endeavoring  to  determine  what  was  the  proper  rate  to  be 
charged  off  for  depreciation  ?    A.  Yes,  I  can  give  you  that. 

Q.  Will  you  furnish  a  copy  of  that  analysis?  A.  I  will  give 
you  another  report,  too.  We  have  been  working  for  the  last  year 
and  a  half,  independent  telephone  engineers,  in  concert,  to  attempt 
to  determine  the  proper  depreciation,  and  we  have  a  paper  of  that 
that  I  will  put  in  your  hands. 

Q.  And  they  are  now  getting  pretty  near  ready  to  commence 
to  determine  that,  I  suppose?    A.  Yes. 

Q.  Will  you  furnish  those  two  documents?    A.  Yes. 

Q.  I  don't  know  whether  they  should  be  put  in  evidence  or 
not;  I  can  judge  better  after  seeing  them.  A.  I  had  rather  it 
would  not  be,  because  they  are  confidential,  but  I  will  be  very 
glad  to  have  your  committee  have  them. 

Q.  Will  you  send  me  a  copy  of  it  ?     A.  Yes,  sir. 

Q.  When?    A.  Within  a  day  or  two. 

Q.  Send  them  to  me  at  the  Murray  Hill  Hotel?    A.  Yes,  sir. 

George  Gray  Ward,  resumed. 

By  Mr.  Page: 

.Q.  You  were  going  to  get  some  information  for  the  Committee? 
A.  The  number  of  messages. 

Q.  How  many  messages  do  you  find  there  were  last  year  going 
out  of  the  Commercial  Cable  Company's  office  here,  how  many 
outgoing  messages?    A.  I  have  got  them  for  1908. 
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Q.  1908  ?    A.  Yes,  sir. 

Q.  You  haven't  them  yet  for  1909  ?  A.  No,  they  are  not  made 
up;  our  accounts  are  not  made  up  for  1909  at  present. 

Q.  Was  there  any  material  increase  for  1909  ?  A.  There  was. 
some  increase. 

Q.  Some  increase?    A.  Yes,  sir. 

Q.  What  is  the  number  for  1908?  A.  From  America  and 
Canada  to  Great  Britain,  582,064  messages. 

Q.  You  say  from  the  United  States  and  Canada  ?    A.  Yes,  sir^ 
Q.  Does  that  mean  Canadian  messages  went  through  the  New 
York  office  ?    A.  Some  of  them,  but  they  don't  all  go  through  our 
New  York  office. 

Q.  Then  that  does  not  answer  the  question.  The  question  is 
how  many  went  through  the  New  York  office,  went  out  over  your 
cable  lines  that  terminate  at  Gravesend  or  that  go  into  the  ocean 
at  Gravesend  ?    A.  Well,  I  have  put  them  all  together. 

Q.  Now,  will  you  pull  them  apart  ?  A.  I  took  the  whole  traffic, 
jou  see,  going  across  the  cables. 

Q.  How  many  cables  have  you  going  to  England  outside  of 
those  running  from  the  New  York  office  ?  A.  We  have  five  cables 
going  across  the  Atlantic. 

Q.  To  England  ?    A.  They  land  in  Ireland. 
Q.  How  many  of  them  run  from  the  New  York  office  ?  A.  From. 
the  New  York  office,  three. 

Q.  And  where  do  the  others  start  from?  A.  We  have  under- 
ground lines  to  Coney  Island;  three  ocean  cables  leave  Coney 
Island. 

Q.  Leave  Coney  Island  station  ?  A.  Yes,  sir. 
Q.  And  from  what  point  do  the  other  cables  running  to  Englalid 
or  Ireland  enter  the  ocean,  at  what  point  ?  A.  Those  three  cables 
rujiiiing  from  Coney  Island,  one  of  them  goes  to  Newfoundland 
and  then  across,  and  the  other  two  go  to  Nova  Scotia  and  then 
across  to  Ireland. 

Q.  They  go  to  a  repeating  station  ?    A.  They  go  to  a  repeating 
station,  yes. 

Q.  One  at  Newfoundland  and  the    other    at    Nova    Scotia? 
A.  Yes,  sir. 
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Q.  And  the  number  of  messages  that  you  have  given  there  is 
the  number  of  messages  leaving  the  Newfoundland  and  Nova 
Scotia  stations  ?    A.  The  whole  traffic  crossing  the  Atlantic. 

Q.  Going  east  ?    A.  Yes,  going  east. 

Q.  How  many  messages  going  west  over  those  five  cables? 
A.  From  Great  Britain? 

Q.  From  Great  Britain  ?    A.  406,340. 

Q.  How  many  messages  went  during  the  year  1908  from  the 
United  States  through  the  New  York  office  to  France  ?  A.  Well, 
T  have  got  the  two  together  again,  the  Canadian  —  I  can  give  you 
the  figures. 

Q.  Give  me  the  figures,  please.     A.   102,175. 

Q.  And  how  many  messages  went  to  other  parts  of  Europe? 
A.  I  haven't  got  that  here. 

Q.  Are  your  books  kept  so  that  you  can  furnish  that  informa- 
tion? A.  This  is  the  total  traffic  going  across  to  Great  Britain 
and  France;  that  is  what  you  asked  me  for,  I  understood,  this 
morning. 

Q.  Yes,  I  asked  you  the  total  number  of  messages  going  out  of 
the  New  York  office.  A.  Yes;  well,  I  misunderstood  you,  per- 
haps, there. 

Q.  And  that  you  have  not  furnished.  A.  These  messages  in- 
clude government  and  press  messages. 

Q.  Messages  of  every  kind?     A.  Messages  of  every  kind,  yes. 

Q.  What  percentage  of  them  are  government  messages? 
A.  Well,  now,  I  cannot  tell  you  that  offhand. 

Q.  Have  you  any  records  that  will  show  ?  A.  I  think  we  could 
.tell  you  that,  yes. 

/Q.  How  long  would  it  take  ?  A.  I  should  think  to  go  through 
the  statistics  to  see  it  will  probably  take  a  long  time. 

Q.  Haven't  you  your  statistics  for  the  year  1908  so  classified 
that  it  is  very  simple  ?  A.  Well,  it  may  be  simpler  than  I  realize, 
but,  of  course,  I  want  to  do  the  best  I  can  to  get  them. 

Q.  Now,  how  many  messages  do  your  records  show  came  from 
France  to  New  York?     A.  74,G07. 

Q.  And  you  haven't  any  information  there  in  regard  to  the 
number  of  messages  received  in  New  York  from  the  balance  of 
the  continent  of  Europe?     A.  No,  sir,  I  have  no  such  informa- 
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tion  here.  I  understand  your  two  questions  this  morning  applied 
simply  to  Great  Britain  and  France. 

Q.  Thev  did.  Xow,  have  vou  there  the  total  number  of  mes- 
sages  sent  out  over  your  five  Atlantic  cables  ?    A.  No. 

Q.  For  the  year  1908?     A.  No,  sir,  I  have  not  here. 

Q.  Have  you  the  total  number  received  over  those  cables? 
A.  No,  sir,  I  have  not. 

Q.  You  have  one  cable  that  lands  in  Germany,  have  you  not? 
A.  No,  that  is  not  our  cable;  it  is  the  German  company's  cable; 
they  have  two  cables. 

Q.  You  have  a  cable  running  to  Funchal  ?    A.  To  where  ? 

Q.  To  Funchal  in  the  Madeira  Islands?  A.  To  Fayal,  that 
is  in  the  Azore  Islands. 

Q.  And  from  there  your  messages  go  over  the  German  govern- 
ment cable  to  Germany?  A.  No,  sir,  the  German  company  has 
two  cables  running  from  Emden,  Germany,  touching  at  Fayal, 
Azores,  and  coming  directly  to  New  York. 

Q.  Is  the  Commercial  Cable  Company  interested  in  those 
cables  ?  A.  We  operate  the  cables  for  the  German  company,  that 
is  all ;  they  are  owned  by  the  German  company. 

Q.  You  have  absolutely  nothing  to  do  with  them  except  to 
operate  them  ?     A.  We  operate  them. 

Q.  And  you  operate  them  to  the  exclusion  of  every  other  com- 
pany; no  other  company  uses  those  cables?  A.  No.  They  come 
into  our  office. 

Q.  You  just  run  them  entirely?  A.  We  run  them,  and  the 
German  Company  pays  us  for  running  them;  pays  us  the  actual 
cost  of  running  them. 

Q.  And  aside  from  that  you  have  nothing  to  do  with  them? 
A.  No,  sir. 

Q.  What  is  the  arrangement  between  the  German  company  and 
the  Commercial  Company?  A.  There  is  no  arrangement  except 
that  we  exchange  traffic;  all  the  traffic  that  we  gather  in  the 
United  States  and  Canada  for  Germany  we  turn  over  to  the  Ger- 
man company  and  they  in  turn,  of  course,  turn  over  the  traffic 
that  they  collect  in  Germany  to  us. 

Q.  At  what  point  do  you  turn  over  your  traffic  for  the  German 
empire  to  the  Gterman  company?    A.  In  New  York. 
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Q.  You  turn  it  over  to  them  in  New  York?     A.  Yes. 

Q.  And  how  do  they  transmit  it  ?  A.  They  send  it  over  their 
cables  to  England  and  to  Germany. 

Q.  Do  they  send  that  over  the  cables  that  you  have  just  men- 
tioned?   A.  Yes,  sir. 

Q.  But  you  just  said  you  operate  those  cables  ?  A.  We  operate 
them  for  the  German  company;  we  send  the  messages  over  those 
cables. 

Q.  Then  you  deliver  them  to  yourselves  in  New  York  ?  A.  We 
deliver  them  —  yes,  we  deliver  them  in  New  York  that  we  receive 
from  Grermany,  or  that  come  over  the  German  cable. 

Q.  But  you  operate  the  German  cable?  A.  Yes,  for  the  Ger- 
man company. 

Q.  Does  the  Grerman  company  operate  them  at  all?  A.  We 
operate  the  New  York  office,  Mr.  Page.  We  have  nothing  to  do 
beyond  New  York. 

Q.  You  operate  the  New  York  office?    A.  Yes. 

Q.  And  you  do  not  operate  the  cables  to  the  exclusion  of  every 
other  company?    A.  No. 

Q.  Here  are  two  cables  running  from  Coney  Island  and 
Oravesend  to  the  Azore  Islands,  and  then  to  Emden,  Gtermany. 
One  end  of  that  cable  is  operated  by  offices  owned  by  the  German 
Company?    A.  Yes. 

Q.  And  the  other  end  of  the  cable  terminates  in  your  office? 
A.  Yes. 

'   Q.  And  when  messages  for  Germany  are  received  by  you,  you 
transmit  them  over  the  German  cable?     A.  Yes. 

Q.  And  when  messages  for  the  United  States  or  Canada  are 
received  in  Germany  for  transmission  the  German  company  trans- 
•iiits  them  over  those  cables  and  vou  receive  them  at  New  York? 
A.  Yes,  sir. 

Q.  Now,  how  do  you  share  the  income  from  that  business? 
A.  We  have  an  accoimt  with  the  German  company. 

Q.  I  assumed  you  had  accounts  with  them;  but  how  do  you 
share  the  income  ?    A.  They  get  the  tolls. 

Q.  Do  they  get  all  of  the  tolls  ?  A.  They  pay  us  for  re-trans- 
mission  of  any  messages  throughout  the  TJnited  States. 


No.  38.]  807 

Q.  Is  that  all  they  pay  you?  A.  Yes;  all  they  pay  us,  the 
regular  toll  besides  the  actual  cost  of  operating  their  cables  in 
New  York. 

Q.  Take,  for  instance,  a  cable  message  originating  in  Berlin  — 
Jx.  JL  es. 

Q.  The  message  is  going  to  some  point  in  California,  say?  A. 
Yes. 

Q.  And  the  rate  on  it  is  ten  dollars —    A.  Yes. 

Q.  How  is  that  ten  dollars  divided  ?  A.  They  get  their  regular 
cable  toll  and  we  get  the  land-line  toll. 

Q.  There  is  a  land-line  toll  in  Germany  on  these  messages, 
isn't  there?  A.  Yes,  I  believe  there  is;  it  goes  to  the  German 
government. 

Q.  The  cable  oflBce  in  Berlin?  A.  No;  the  German  govern- 
ment, of  course,  gets  part  of  the  toll  of  $10. 

Q.  They  would  get  part  for  transmitting  from  Berlin  to 
Emden?    A.  Yes. 

Q.  How  much  would  they  get  ?    A.  I  don't  remember. 

Q.  Well,  approximately.  A.  It  might  be  three,  or  four,  or 
five,  or  six  cents  a  word. 

Q.  The  ordinary  land-line  charge  to  the  German  government? 
A.  Yes. 

Q.  This  message  comes  across  from  the  German  cable  to  the 
Azores  and  thence  to  New  York  ?    A.  Yes. 

Q.  What  does  the  Cable  Company  get  out  of  it  —  not  the  Com- 
mercial Cable  Company,  but  the  German  Cable  Company  —  what 
does  the  German  Cable  Company  get  out  of  that?  A.  It  would 
get  the  toll  on  it,  whatever  it  was,  less  their  out  payments  to  the 
German  government. 

Q.  And  out  of  that  they  receive  —  the  total  —  you  would  de- 
duct the  amount  paid  to  the  German  government  for  transmitting 
it  over  their  land-line,  then  they  would  pay  you  for  transmitting 
the  message  from  New  York  to  California  ?    A.  Yes. 

Q.  Is  that  all  they  would  pay  you  ?    A.  Yes,  about. 

Q.  Is  that  all  they  would  pay  you  ?    A.  How  do  you  mean  — 

Q.  I  mean  just  what  I  say;  I  mean,  would  they  pay  you  any 
more  than  your  charges  transmitting  that  by  wire  from  New  York 
to  California?  A.  They  pay  the  rates  to  the  Commercial  Cable 
Company  for  handling  the  message. 
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Q.  How  much  ?     A.  I  think  it  is  five  cents. 

Q.  Five  cents  ?    A.  Five  cents  a  word. 

Q.  Per  message?    A.  Five  cents  a  word. 

Q.  Five  cents  a  word  the  Commercial  Company  gets  for  re- 
ceiving that  message  in  New  York?    A.  And  handling  it,  yes. 

Q.  You  receive  it  and  turn  it  over  in  the  same  building  to  the 
Postal?    A.  Postal  —  yes. 

Q.  That  is  all  you  do  with  it  ?    A.  That  is  all. 

Q.  Take  the  case  of  a  message  going  the  other  way  ?  What  does 
the  Commercial  Cable  Company  get  per  word  for  cable  messages 
going  over  the  German  Cable  from  New  York  to  the  Azores,  and 
thence  to  Emden?    A.  It  gets  the  same  thing. 

Q.  Five  cents  ?    A.  I  think  it  is  five  cents. 

Q.  Will  you  inform  yourself  so  as  to  be  exact?  A.  I  will; 
yes. 

Q.  And  does  that  include  signature  and  address?  A.  Every 
thing  is  charges ;  yes. 

Q.  Now,  the  five  trans-Atlantic  cables  that  the  Commercial 
Cable  Company  operates  are  what?  Just  describe  the  five  trans- 
Atlantic  cables  operated  by  the  Commercial  Cable  Company.  That 
does  not  appear  clearly.  Tell  me  where  they  begin  and  where 
they  end.  A.  We  have  three  cables,  running  as  I  explained,  two 
to  Nova  Scotia  and  one  to  Newfoundland,  from  New  York. 

Q.  That  is  three?  A.  We  have  a  cable  running  from  Rock- 
port,  Massachusetts,  to  Nova  Scotia. 

Q.  That  is  four?  A.  Yes;  and  then  we  have  two  cables  run- 
ning from  New  Foundland  to  Ireland,  and  we  have  one  cable 
running  from  Nova  Scotia,  via  the  Azores,  to  Ireland. 

Q.  That  is  three  ?  A.  And  the  other  two  run  from  Nova  Scotia 
to  Ireland. 

Q.  That  is  five  ?  A.  That  is  five. 

Q.  You  have  five  cables  crossing  the  Atlantic  and  ending  in 
Ireland  ?    A.  No,  not  Ireland ;  yes,  sir. 

Q.  You  have  two  cables  crossing  the  Atlantic,  both  leaving  the 
port  of  New  York  and  ending  at  Emden,  Germany?  A.  Those 
are  German  companies. 

Q.  Those  are  German  companies,  cables  that  you  operate  ?  A. 
We  operate;  yes. 
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Q.  Have  you  any  other  trans- Atlantic  cables?  A.  No,  we 
have  no  other. 

Q.  Any  cable  direct  to  France  ?  A.  That  comes  from  the  other 
side.  We  have  a  connection  from  Ireland,  a  cable  running  from 
Ireland  to  France. 

Q.  So  that  all  messages  for  France  and  the  continent  from 
Europe  come  either  by  way  of  Ireland  or  by  way  of  the  Azores 
over  the  Germany  company's  cables?    A.  Yes. 

Q.  Now,  can  you,  from  your  books,  inform  yourself,  and  then 
infarm  the  Committee,  as  to  the  number  of  messages  which  you 
transmit  from  the  New  York  office  of  the  Commercial  Cable  Com- 
pany, or  did  transmit  during  the  year  1908,  over  the  Commercial 
Cable  Company's  cables?     A.  Simply  from  the  United  States? 

Q.  From  the  United  States,  or  from  any  other  place,  so  long  as 
they  went  out  through  this  office.  A.  Through  the  New  York 
office? 

Q.  Through  the  New  York  office.  A.  Yes  —  that  is,  over  the 
Commercial  Cable  Company's  line. 

Q.  Yes,  that  is  right.  Then  can  you  inform  the  Committee 
as  to  the  number  of  messages  during  that  year  which  were  received 
over  the  Commercial  Cable  Company's  cables  at  New  York  —  I 
do  not  mean  those  that  may  have  been  landed  at  Nova  Scotia  — 
And  came  over  other  lines?     A.  No. 

Q.  Those  that  come  over  the  ocean  cables  to  Gravesend  and 
Ooney  Island  and  to  the  New  York  office  ?  A,  Yes.  Of  course, 
in  this  information,  we  are  giving  our  competitors  what  business 
we  do.  It  is  not  quite  right  to  let  our  competitors  know  that 
Ton  are  asking  our  competitors  to  figure  out  what  we  are  doing. 

Q.  They  may  be  called  upon  to  do  the  same  thing  and  then  you 
will  be  even.  Also  furnish  the  Committee  with  the  same  informa- 
tion as  to  outgoing  and  incoming  messages  over  the  German  Com- 
pany's cable  which  you  operate,  so  far  as  they  come  to  this  port. 
A.  Yea. 

Q.  Now,  when  can  you  have  that  information?  A.  Well,  that 
will  take  Sisane  time. 

Q.  Well,  tow  long  —  two  or  three  hours?  A.  It  will  take 
longer  than  that.    I  could  not  get  it  to-day. 

Q.  You  could  have  it  to-morrow  at  11  o'clock?  A.  I  might 
possibly  be  able  to  do  it. 
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Q.  That  is,  you  have  clerks  there  that  you  could  set  to  work 
on  that  and  they  can  furnish  you  with  that  information  t  A.  All 
I  can  say  is  I  will  do  my  best. 

Q.  If  you  do  your  best,  you  will  have  it.  A.  Well,  I  don't 
know. 

Q.  Can  you  tell  anything  about  the  average  length  of  a  cable 
message,  or  the  length  of  the  average  cable  message  in  words? 
A.  Yes ;  it  is  probably  between  seven  and  eight. 

Q.  Is  there  a  different  rate  for  press  cablegrams  ?    A.  Yes. 

Q.  To  what  extent  does  that  differ  from  the  ordinary  com- 
mercial rate  ?  A.  The  rate  to  Great  Britain  is  25  cents  a  word, 
and  the  press  rate  is  10  cents. 

Q.  That  is,  on  all  press  messages,  regardless  of  length?  A* 
Regardless  of  the  length;  yes. 

Q.  And  regardless  of  the  direction  in  which  they  are  going? 
A.  Yes,  sir. 

Q.  Do  you  know  about  the  rates  charged  by  the  British  gov- 
ernment for  transmitting  messages  over  its  land  lines?  A.  The 
inland  rate  charged  by  the  British  government,  in  English  money 
is  sixpence  for  twelve  words. 

Q.  Including  address  and  signature  ?    A.  Including  the  address 

—  yes. 

Q.  That  is  equivalent  to  how  much  of  our  money?  A.  About 
twelve  cents. 

Q.  And  is  that  regardless  of  the  distance?  Regardless  of  the 
distance. 

Q.  That  is,  from  any  one  point  —  not  in  the  Empire,  but  in 
the  British  Islands  ?    A.  In  the  British  Islands  and  Ireland. 

Q.  Does  that  include  crossing  the  channel  to  Ireland  ?  A.  Any- 
thing in  the  United  Kingdom,  yes,  sir.  In  Mr.  Mackay's  evidence^ 
in  regard  to  the  terminal  tax  — 

Q.  Terminal  tax  —  what  was  that  ?  A.  He  desired  me  to  put 
that  right,  so  that  you  could  understand  it.  The  terminal  tax  in 
France  —  you  asked  about  the  terminal  tax. 

Q.  Yes,  what  is  it  ?  A.  It  is  a  misnomer.  That  is  a  terminal 
tax,  he  said,  paid  upon  messages  going  into  France.  Now,  that  is 
not  a  tax  in  our  sense  of  the  word ;  it  is  really  a  tariff  —  that  is 
to  say  — 
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Q.  It  is  a  penalty?  A.  No;  it  is  a  penalty  for  carrying  the 
traffic ;  it  is  a  rate.  For  instance,  every  word  we  send  into  France 
we  pay  the  French  government  fifteen  centimes. 

Q.  On  every  word  ?    A.  On  every  word. 

Q.  That  is  an  import  duty  ?  A.  They  do  the  work ;  they  trans- 
mit the  messages  wherever  they  might  be  going  throughout  the 
country.  That  is  their  rate  from  our  terminus  to  any  part  of 
France,  and  that  is  what  is  called  in  international  telegraphy,  a 
terminal  tax,  but  it  is  not  a  tax  perhaps,  as  you  might  look  upon 
it.    It  is  really  a  rate. 

By  Chairman  Davis  : 

Q.  Service  charge?  A.  It  is  simply  a  toll  for  any  message 
received  in  Havre  by  our  cable,  no  matter  wherever  it  goes,  on 
which  we  pay  15  centimes  or  8  cents  a  word,  and  that  is  for 
transmitting  the  message  from  Havre  to  its  destination  in  France. 

Q.  Does  the  message  require  delivery  at  the  cable  office? 
A.  We  are  not  allowed  to  deliver  at  the  cable  office.  We  have  to 
turn  it  over  to  the  government,  every  message  that  arrives  at  our 
terminus  at  Havre ;  we  have  to  pass  it  to  the  government  and  the 
government  delivers  it. 

Q.  Even  if  it  is  going  to  an  officer  on  the  corner  ?  A.  Even  next 
door. 

Q.  They  get  3  cents  a  word  for  it  ?  A.  They  get  3  cents  a  word 
for  it.  I  thought  I  had  better,  perhaps,  explain  that  to  you;  it 
is  not  a  tax  in  the  sense  that  we  perhaps  should  look  at  it. 

Q.  Do  you  pay  any  taxes  in  France  in  the  sense  that  you  would 
look  at  it  ?    A.  For  running  our  cables  and  so  forth  ? 

Q.  Yes.  A.  No,  sir,  we  do  not,  neither  in  England.  In 
England  there  is  a  license  fee. 

Q.  What  does  that  amount  to?  A.  Five  dollars  a  year  per 
cable.  It  is  merely,  I  suppose,  the  expense  of  the  records  of  the 
thing;  it  is  a  license  fee;  the  British  government  calls  it  a  license 
fee. 

Q.  You  have  three  cables  running  in  the  kingdom?  A.  Each 
one  paying  in  Ireland  —  we  have  five. 

Q.  So  that  your  total  charge  there  for  a  license  fee  is  $25? 
A.  It  is  $5  a  cable,  so  it  is  $25 —  £5. 
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Q.  And  that  is  all  you  pay  for  taxes  ?  A.  That  is  all  we  pay 
for  landing  taxes. 

Q.  Where  do  you  pay  taxes  on  the  money  invested  in  cable? 
A.  Where  do  we  pay  taxes? 

Q.  Yes.  You  have  several  million  dollars  invested  in  the  cables 
of  the  Commercial  Cable  Company;  where  do  you  pay  taxes  on 
those  ?    A.  We  pay  taxes  in  New  York,  I  think. 

Q.  To  what  extent?  A.  I  am  not  conversant  with  the  exact 
arrangement ;  that  is  done  by  our  tax  attorney.  I  am  not  familiar 
with  the  details. 

Q.  You  do  not  pay  taxes  in  this  State  for  any  of  the  cables, 
that  is,  beyond  the  landing  station  at  Coney  Island,  do  you? 
A.  No,  because  it  does  not  belong  to  the  State.  You  go  outside 
of  high  water  mark,  and  it  is  a  question  of  the  federal  govern- 
ment.   I  think  that  has  been  settled. 

Q.  What  taxes  do  you  pay  to  the  federal  government  for  pro- 
tecting those  cables?  A.  We  pay  nothing  to  the  federal  govern- 
ment; we  get  no  protection  whatever,  and  no  police  protection, 
nothing  at  all;  it  is  consequently  necessary  for  us  to  keep  cable 
ships  to  make  repairs,  at  a  very  large  cost. 

Q.  That,  of  course,  you  would  not  expect  the  government  to 
do  ?  A.  No,  sir ;  at  the  same  time,  we  cannot  expect  to  pay  taxes 
where  we  get  no  protection. 

Q.  You  expect  the  government,  perhaps,  to  protect  you  against 
wanton  injury  by  piratical  or  evilly  disposed  persons  that  might 
drag  an  anchor  over  your  cables?  A.  They  drag  anchors  very 
oft^n  —  I  do  not  say  wilfully,  but  they  drag  them  very  often  by 
their  anchors. 

Q.  Under  stress  of  circumstances?  A.  Yes,  stress  of  circum- 
stances, weather,  and  so  forth. 

Q.  So  that  when  you  get  to  high  water  mark,  you  begin  to  pay 
taxes  to  the  State  of  New  York  from  vour  cable  station  ?  A.  From 
the  cable  station ;  that  is,  there  is  a  little  landing  station  there  at 
Gravesend  —  a  little  hut  where  we  bring  the  ends  of  the  cable  in. 

Q.  You  report  that?    A.  That  is  reported,  I  believe. 

Q.  And  everything  outside  of  that  ?    A.  Yes. 

Q.  Nothing  beyond  that  ?     A.  Nothing  beyond  that. 


No.  38.]  813 

Q.  You  do  not  include  the  cable  beyond  that  point  to  the  three 
miles  in  your  report  to  the  State  Tax  Commissioner  ?  A.  I  don't 
think  we  do.  That  has  always  been  argued  that  it  does  not  really 
belong  to  the  State. 

Q.  That  is,  there  is  a  strip  along  the  shore  of  the  State  of  New 
York  that  does  not  belong  to  the  State,  but  does  belong  to  the  fed- 
eral government  ?    A.  Federal  government,  yes. 

Q.  That  may  be  so  ?    A.  I  don't  know. 

Q.  I  have  my  doubts  about  it.  A.  I  think  myself  —  I  believe 
it  has  been  decided  in  one  case  down  south  somewhere  —  I  forget 
that  now  —  giving  rights  there  —  they  found  the  State  could  not 
give  rights;  it  was  vested  in  the  federal  government. 

Q.  Maybe  that  is  good  law  down  there.     (Laughter.) 

Q.  Now,  in  determining  the  amount  of  tax  that  you  shall  pay^ 
how  do  you  arrive  at  that?  For  instance,  there  is  a  law  in  this 
State  which  compels  you  to  pay  a  tax  on  gross  earnings  ?    A.  Yes.. 

Q.  Do  you  report  the  total  amount  taken  in  at  this  ofBce  as  gross 
earnings  ?  A.  Now,  Mr.  Page,  I  really  am  not  familiar  with  the 
details  of  that  when  I  say  that  is  worked  and  arranged  by  our  tax 
attorney,  which  1  believe  have  been  accepted  by  the  tax  authoritiea- 
of  the  State. 

Q.  There  is  an  authority  that  is  greater  than  the  tax  authority^ 
and  that  is  inquiring  now.  Will  you  inform  yourself  in  regard  to 
that?  A.  I  will  try  and  find  out,  yes,  but  hadn't  you  better  get 
our  tax  attorney  here. 

Q.  Hadn't  you  better  get  your  tax  attorney  at  it?  You  are 
general  manager  of  the  company ;  I  am  asking  you  ?    A.  Yes. 

Q.  What  do  you  say  to  that?  A.  Well,  of  course,  I  will  do 
what  I  can  to  find  it  out. 

Q.  Will  you  find  out  how  you  determine  the  amount  that  you 
shall  pay  to  the  State  of  New  York  as  a  tax  on  gross  earnings? 
A.  Yea 

Q.  Find  out  whether  you  are  reporting  the  entire  amount  taken 
in  at  this  ofiice  as  gross  earnings,  or  whether  you  are  only  report- 
ing some  fractional  part  of  that.  Of  course,  the  stenographer  don't 
get  those  nods  of  yours.  I  see  them,  but  the  stenographer  don't ; 
he  is  watching  his  notebook.    A.  I  will  do  all  I  can;  I  will  give 
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all  the  information  I  can  get ;  but  I  cannot  commit  everything  to 
memory.     There  is  a  lot  of  details  it  is  impossible  to  recollect. 

Q.  I  think  possibly  you  will  have  a  transcript  of  the  stenog- 
rapher's minutes  to-morrow  morning.     A.  I  will  look  over  them. 

Q.  I  haven't  the  slightest  doubt  but  you  will  have  them.  You 
bave  seen  them  at  some  of  these  hearings.  A.  I  saw  them  a  day 
or  two  ago,  but  did  not  read  them. 

Q.  You  will  be  more  interested  in  this,  perhaps;  just  read  these, 
if  you  will,  carefully.  A.  When  it  refers  to  me,  I  will  look  at 
them. 

Q.  And  furnish  all  the  things  I  have  asked  for  to-day,  that  you 
have  not  furnished,  if  you  will.    A.  I  will  do  what  I  can. 

Q.  If  there  is  a  sum  reported  as  gross  earnings  in  this  State 
less  than  the  total  receipts  of  the  New  York  office  of  the  Commer- 
cial Cable  Company,  just  report  and  inform  the  Committee,  if  you 
will,  what  fractional  part  of  the  total  receipts  of  the  net  earnings 
are  reported,  and  also  what  fractional  part  of  the  total  gross  re- 
ceipts of  the  company  are  reported  ?    A.  Yes,  sir. 

Q.  Now,  have  you  any  cables  —  when  I  say  you,  I  mean  the 
Ckiimmercial  Cable  Company  —  other  than  those  you  have  men- 
tioned, running  out  of  the  city  of  New  York  ?  A.  No,  not  out  of 
New  York. 

Q.  Submarine  cables  ?    A.  No. 

Q.  Any  running  to  South  America?  A.  No  —  beg  your  par- 
don. Yes;  we  have  got  one  to  Havana;  that  is  the  Commercial 
Cable  Company  of  Cuba. 

Q.  That  is  not  a  New  York  corporation?  A.  Perhaps  not;  I 
don't  know;  it  is  the  Commercial  Cable  of  Cuba. 

Q.  Would  you  mind  finding  out  if  that  is  a  New  York  cor- 
poration?   A.  Yes,  sir. 

Q.  And  if  so,  where  its  principal  office  is?  A.  Yes,  I  guess 
ao  —  yes. 

Q.  And  also  what  its  capital  stock  is?    A.  Yes. 

Q.  And  also  furnish  the  Committee  with  information  in  regard 
to  the  business  done  by  that  company  the  same  as  you  have  under- 
taken to  furnish  in  regard  to  the  other  cables  ?    A.  Yes,  sir. 

Q.  The  number  of  messages  outgoing  and  incoming,  and  all  that 
aort  of  thing  ?    A.  Yes,  sir. 
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Q*  I  think  that  is  all  for  this  time.  If  you  will  get  that  in- 
formation I  am  sure  the  Committee  will  he  greatly  obliged  to  you. 
A.  Thank  you,  sir.  Do  you  meet  to-morrow?  There  is  a  lot  of 
stuff  to  get  out.    I  don't  know  when  I  will  be  able  to  get  it. 

Q.  If  God  is  good  and  my  strength  remains  I  expect  to  be  here 
at  11  o'clock,  and  I  hope  I  shall  see  you  here  then  with  that  in- 
formation. A.  I  don't  know  whether  I  shall  be  able  to  get  it.  It 
is  5  o'clock  —  4:30,  and  this  takes  a  long  time. 

Q.  Oh,  not  so  very  long,  with  the  large  force  of  clerks  you  have, 
and  your  office  should  be  in  perfect  condition ;  and  this  is  for  the 
year  1908,  and  it  is  all  balanced  up.  A.  We  may  have  to  go 
through  messages;  if  we  have  to  go  through  messages  it  is  im- 
possible to  get  them ;  we  destroy  them  after  six  months. 

Q.  I  hope  there  has  no  unfortunate  thing  happened  to  prevent 
this  Committee  getting  the  information.  A.  You  want  me  at  11 
o'clock  to-morrow  morning? 

Q.  With  the  information.    A.  I  will  bring  what  I  can. 

Q.  Bring  in  what  you  have ;  that  will  help  some.  A.  Then  I  am 
disposed  of  for  to-night  ? 

Edwabd  J.  Nally,  having  been  previously  sworn,  was  re- 
called, and  testified  as  follows: 

By  Mr.  Pagb: 

Q.  You  undertook  the  other  day  to  help  Mr.  Wilcox,  as  I  re- 
member it,  to  find  out  certain  things  in  regard  to  your  company, 
|,  and  he  tells  me  he  had  difficulty  in  finding  them  out  ?    A.  He  did 

not  report  it  to  me. 
^  Q.  And  that  a  certain  account  that  he  asked  for  he  was  not 

(^  permitted  to  see,  including  the  account  with  the  Empire  City  Sub- 

sliall  V        "way  Company.    A.  He  did  not  report  that  fact  to  me. 
i  \^  Q.  You  don't  know  whether  or  not  that  is  true  ?    A.  No,  sir. 

Q.|  Q.  Well,  if  that  is  true,  it  won't  be  true  again.     I  suppose 

in  at  you  are  giving  him  every  facility?  A.  Mr.  Wilcox  came  in;  I 
iii£?  turned  him  over  to  Mr.  Cuyler  and  told  him  to  get  that  informa- 
p  tion.    Mr.  Wilcox  never  reported  he  did  not  get  it,  and  this  is  the 

first  intimation  I  have  had  of  it. 
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Q.  I  should  talk  very  severely  to  Mr.  Wilcox  for  not  coming 
back  to  you.    A.  He  should  have  come  back. 

Q.  Is  it  true  that  some  of  the  accounts  of  the  operation  of  the 
city  of  New  York  are  kept  on  the  books  of  the  Connecticut  Com- 
pany ?    A.  I  don't  know. 

Q.  Who  would  know  about  that  ?    A.  Mr.  Cuyler. 

Q.  I  wonder  if  he  could  come  over  here  now  ?    A.  Yes. 

Q.  Will  you  ask  him  to  come  over,  please  ?    A.  Yes. 

Mr.  Page:  Do  you  want  to  sit  after  4:30,  or  leave  that  until 
to-morrow  ? 

Chairman  Davis:  Will  you  have  enough  to  keep  you  all  day 
to-morrow  ? 

Mr.  Paoe:  I  don't  know  really.  I  think  likely  it  won't  take 
long.  Perhaps  you  would  rather  adjourn  now  than  to  wait  for 
Mr.  Cuyler,  and  have  him  come  in  in  the  morning.  Maybe  we 
can  get  through  early  in  the  afternoon  to-morrow. 

The  Chairman:  Yes. 

Mr.  Page:  Before  we  adjourn,  Mr.  Nally,  will  you  instruct 
Mr.  Cuyler  to  inform  himself  as  to  the  total  amount  of  money 
which  goes  into  the  land  lines  account  from  the  New  England 
Telegraph  Company's  offices  within  the  State  of  New  York,  all  of 
them,  and  inform  the  Committee  in  regard  to  them  —  that  is,  the 
gross. 

Mr.  Nally  :  I  intend  to  make  an  explanation  of  that.  When  I 
went  back  I  found  our  people  are  now  engaged  in  preparing  a 
statement  of  that  account  for  the  Tax  Commissioners. 

Q.  Such  as  I  was  talking  about  to-day  downstairs?  A.  Yes, 
and  just  as  soon  as  that  is  prepared  —  which  will  be  sometime  — 
for  a  whole  year  —  you  shall  have  a  copy. 

Q.  That  is,  covering  the  year  1909?    A.  1909,  yes,  sir. 

Q.  That  will  not  only  show  tbe  gross  receipts  of  the  New 
England  Telegraph  Company  but  will  show,  by  classification,  the 
disbursements  of  the  company?    A.  Yes,  sir. 

Mr.  Page  :  I  think  that  will  cover  it ;  that  is  all  for  this  evening. 

Adjourned  to  January  29,  1910,  at  11  o'clock  a.  m. 
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Aldermanic  Ciiambeb^  City  Hall^ 

New  York,  January  29,  1910  — 11  a.  m. 

Present  —  Hon.  George  A,  Davis,  Chairman. 

Hon.  Edwin  A.  Merritt,  Jr.^  Vice-chairman. 

Hon.  John  Kissel. 

Hon.  James  J.  Frawley. 

Hon.  John  R.  Tale. 

Hon.  Thomas  B.  Caughlan. 

Hon.  Artemas  Ward,  Jr. 


E.  J.  Page,  Esq., 

Odell  R.  Blair,  Esq.,  ^  Counsel. 

Hon.  J.  Bennett  Southard,  J 


Chairman  Davis:  The  meeting  will  come  to  order. 

George  G.  Ward,  having  been  previously  sworn,  was  re- 
called, and  testified  as  follows: 

By  Mr.  Page  : 

Q.  Mr.  Ward,  have  you  informed  yourself  in  regard  to  the 
number  of  messages  sent  over  your  lines  through  New  York  city  ? 
A.  I  have  not  had  time,  Mr.  Page,  to  get  at  the  information ;  and 
I  find  also  that  the  questions  you  asked  yesterday,  I  shall  be  unable 
to  give  you  the  information,  because  our  records  are  not  kept 
in  that  way;  that  is  to  say,  the  number  of  messages  passing  over 
the  actual  cables  from  Coney  Island.     The  trafiic  varies  day  by 
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day,  and  part  of  it  goes  frequently  by  way  of  Canada  and  Massa- 
chusetts, especially  when  the  cables  are  interrupted. 

Q.  How  are  your  records  kept  —  what  do  they  show  ?  A.  They 
show  —  of  course,  we  know  the  number  of  messages  passing 
through  our  New  York  office,  but  they  do  not  show  the  different 
routes  by  which  they  go. 

Q.  That  is,  you  have  not  any  record  that  shows  whether  a  mes- 
sage goes  by  way  of  Gravesend  or  Coney  Island,  or  whether  it 
goes  by  way  of  Massachusetts?  A.  No;  we  do  not  keep  those 
records  in  that  wav. 

Q.  Is  there  any  way  in  which  you  could  estimate  the  percentage 
of  your  business,  incoming  and  outgoing,  which  goes  by  way  of 
Coney  Island  ?  A.  Well,  I  am  afraid  the  estimate  would  not  be 
of  much  value.  We  have  never  kept  the  record  so,  and  I  don't 
know  that  we  could  give  you  an  idea. 

Q.  Do  any  of  the  messages,  either  outgoing  or  incoming,  over 
the  German  cables,  go  by  way  of  Massachusetts?  A.  No;  they 
go  direct  from  New  York? 

Q.  Are  they  kept  separate  from  the  others?  A.  They  have  to 
be  kept  separate  from  the  others ;  yes. 

Q.  Then  you  could  furnish  a  statement  as  to  those?  A.  Well, 
Mr.  Page,  it  seems  to  me  that  is  a  foreign  corporation,  and  I  don't 
know  whether  I  should  be  justified,  or  we  should  be  justified 
in  giving  the  Committee  information  of  their  business;  but  at 
the  same  time,  if  the  Committee  feel  that  they  want  it,  we  would 
be,  I  think,  willing  to  give  to  them  the  number  of  messages,  con- 
fidentially, so  that  they  should  not  be  printed  —  but  you  see  how 
I  feel  about  it,  it  being  a  foreign  corporation. 

Q.  The  German  Cable  Company  is  a  foreign  corporation?  A. 
Yes. 

Q.  The  Commercial  Cable  Company  is  not?     A.  No. 

Q.  And  this  inquiry  is  one  in  regard  to  the  business  done  by 
the  Commercial  Cable  Company  over  those  two  cables?  A.  Yes, 
sir;  but  it  is  German  business. 

Q.  It  is  your  business  as  well?     A.  Well  — 

Q.  Isn't  it  ?  A.  We  handle  the  business  for  the  (Jerman  Cable 
Company. 
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Q.  Get  paid  for  it  ?     A.  We  get  a  toll  for  it ;  yes,  sir. 

Q.  So  it  is  really  the  business  which  you  do  ?  A.  Well,  I  look 
upon  it  as  being  their  business  and  not  ours;  we  simply  handle 
it  for  them. 

Q.  How  about  the  outgoing  business?  A.  We  do  the  same 
business;  we  collect  it  for  them. 

Q.  That  is  not  their  business  until  you  get  it  on  to  their  cables, 
is  it  ?    A.  I  look  upon  it  as  their  business. 

Q.  That  is,  the  German  Company  has  nothing  to  do  with  the 
outgoing  messages  from  this  office,  though  they  are  received  at  the 
Azores  Islands,  or  at  Emden,  Germany?  A.  Ycb,  sir;  we  put 
them  on  to  their  cables  in  our  office. 

Q.  How  does  the  business  done  over  those  cables  compare  with 
the  business  done  over  the  other  cables,  trans-Atlantic,  which 
belong  to  the  Commercial  Cable  Company?  A.  I  beg  your  par- 
don— 

Q.  How  does  it  compare  in  volume?  A.  I  don't  exactly  know 
—  recollect. 

Q.  Can  you  determine  that  ?    A.  Oh,  yes. 

Q.  That  is,  you  could  determine  the  percentage  easily,  knowing 
the  total  amount  of  business  which  you  do,  and  the  amount  which 
you  do  over  the  Grerman  cable?     A.  Yes. 

Q.  Do  yon  know  whether  one  cable  does  about  the  same  amount 
of  business  as  another  —  those  that  are  operated  by  your  company  ? 
A.  It  all  depends  upon  the  amount  of  traffic  you  have  got,  of 
course. 

Q.  How  does  it  average?  A.  Well,  I  suppose  it  averages  prob- 
ably about  the  same. 

Q.  How  many  other  cable  companies  are  there,  so  far  as  you 
know,  operating  cables  out  of  New  York  city  —  submarine  cables  ? 
A.  Submarine  cables  ?  The  Western  Union  has  one  that  operates 
cables  to  Europe. 

Q.  Do  you  know  how  many  cables  they  operate?  A.  I  be- 
lieve they  have  two  into  New  York  city. 

Q.  Then  do  they  operate  any  cables  that  terminate  here,  that 
belong  to  other  corporations?  A.  No.  The  other  cables  don't 
land  —  one  of  them  lands  in  Massachusetts  but  the  other  — 
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By  Chairman  Davis  : 

Q.  Mr.  Ward,  can  you,  without  much  effort,  raise  your  voice? 
A.  Yes,  sir.  They  connect  the  other  cables  —  the  Anglo-Ameri- 
can, the  direct  United  States  cable  connects  by  land  lines  into 
New  York.    They  have  no  cables  running  actually  in  New  York. 

By  Mr.  Page: 

Q.  What  other  cables  are  there  that  land  in  New  York? 
A.  What  do  you  mean  —  other  than  the  Atlantic? 

Q.  Yes.  A.  There  is  the  Hayti  Company's  cable  and  the  Com- 
mercial cable  of  Cuba,  and  there  is  the  Central  South  American 
cable. 

Q.  And  is  there  also  the  Mexican?  A.  That  is  the  same  — 
Central  South  American. 

Q.  That  is  the  same  company  ?     A.  That  is  the  same  company. 

Q.  And  is  the  Commercial  of  Cuba  a  part  of  the  Commercial 
Cable  Company  ?     A.  Well,  it  is  a  separate  corporation. 

Q.  Under  the  same  control  ?    A.  Under  the  same  control ;  yes. 

Q.  Are  you  an  officer  of  the  Commercial  Cable  Company  of 
Cuba?     A.  Yes. 

Q.  Did  that  company  make  any  response  to  the  Committee's 
request  for  a  report?  A.  Well,  I  am  not  sure  about  that,  Mr. 
Page,  I  don't  know  whether  they  —  I  presume  if  they  received  a 
notice,  that  they  had  responded. 

Q.  W^e  don't  seem  to  have  any  record  of  any  response  from 
them.    A.  W^ell— - 

Q.  Will  you  see  that  such  a  report  is  made  and  forwarded 
to  the  Committee?     A.  Yes,  sir. 

Q.  What  is  the  cable  rate  per  word,  trans- Atlantic  ?  A.  To 
Great  Britain,  the  United  Kingdom,  Germany,  France,  Holland, 
Belgium,  25  cents  a  word. 

Q.  How  is  that  rate  made  —  who  makes  it  ?  A.  We  make  the 
rate  —  the  Cable  Company. 

Q.  That  is  not  one  of  those  things  that  is  fixed  by  the  Inter- 
national Congress?  A.  No;  they  only  regulate  —  they  regulate 
rates  in  Europe. 

Q.  Does  the  United  States  have  a  representative  in  Congress? 
A.  Well,  it  comprises  —  the  Congress  comprises  all  governments 
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who  own  telegraph  systems,  and  also  the  cable  companies  —  while 
the  cable  companies  are  allowed  to  be  present  at  these  conferences, 
they  are  not  allowed  to  vote ;  the  voting  is  all  done  by  the  differ- 
ent states.  The  United  States  in  1908,  the  last  conference,  which 
was  held  at  Lisbon,  there  were  two  representatives  from  the  United 
States,  one,  the  ambassador  —  the  minister  at  Lisbon,  and  another 
gentleman,  named  Dennis,  sent  over  by  the  United  States  gov- 
ernment. 

Q.  Does  the  Western  Union  charge  the  same  rate  per  word? 
A.  Yes,  sir. 

Q.  For  messages,  as  the  Commercial?    A.  Yes,  sir. 

Q.  Is  that  the  result  of  an  agreement  between  the  two  com- 
panies? A.  The  rates  have  to  be  the  same;  otherwise  the  one 
who  charged  the  highest  rates  would  have  no  business.  I  might 
mention  in  regard  to  those  rates,  in  answer  to  an  agitation  last 
year,  I  prepared  this  letter  (producing  letter)  and  sent  it  to  the 
Committee  of  Foreign  Insular  Trade,  New  York  Board  of  Trans- 
portation, which  I  would  like  to  present ;  it  gives  the  reason  why  — 

(Paper  marked  Exhibit  49  for  identification.) 

Q.  I  show  you  Exhibit  49  for  identification,  and  ask  you  if 
that  is  a  copy  of  the  letter  you  have  just  mentioned?  A.  Yes, 
sir. 

Q.  And  that  letter  is  on  the  subject  of  cable  rates?  A.  Yes, 
«ir. 

Q.  Giving  your  reasons  why  the  cable  rates  are  not  any  lower 
than  they  are  ?    A.  Yes,  sir. 

Q.  Also  why  you  don't  intend  to  make  them  any  lower?  A. 
Yes,  sir. 

Q.  Now,  is  that  the  result  of  an  understanding  between  the 
Anglo-American  Cable  Company,  the  Western  Company  and 
the  Commercial  and  German  Companies.  A.  No,  sir;  this  letter 
is  written  entirely  independent  of  any  one  of  the  companies. 

Q.  But  outside  of  the  letter,  is  there,  as  a  matter  of  fact,  an 
understanding  between  those  companies,  as  to  what  cable  rates 
«hall  be?  A.  In  1888,  there  was  an  agreement  and  understand- 
ing after  war  rates  for  two  years  and  four  months,  during  which 
time  a  great  deal  of  money  was  lost  on  both  sides,  the  companies 
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did  come  to  an  understanding;  but  when  this  new  law  took  effect, 
the  contracts  were  destroyed  —  written  agreements  were  destroyed. 

Q.  What  new  law  is  that?  A.  The  Interstate  Commerce  — 
the  law  against  any  understanding  with  regard  to  rates. 

Q.  The  law  commonly  known  as  the  Anti-Trust  Law?  A. 
Anti-Trust  Law. 

Q.  Something  of  that  sort  ?    A.  Yes. 

Q.  When  that  became  effective,  the  different  companies  die- 
stroyed  their  copies  of  their  originals  of  that  agreement  ?  A.  We 
destroyed  ours,  and  informed  the  other  companies  we  had  done  so- 

Q.  And  you  understand  that  the  other  companies  destroyed 
their  duplicate  originals  ?  A.  Well,  I  presume  —  I  don't  know 
what  they  did.     I  presume  they  did  so. 

Q.  You  have  continued  on  just  the  same  business  basis  as 
before  ?    A.  Just  the  same,  sir. 

Q.  So  that  while  the  agreement  is  destroyed,  it  is  being  fulfilled 
continually  as  a  result  of  an  understanding  ?  A.  Now,  Mr.  Page, 
it  must  be  clear  to  this  Committee  that  those  rates  must  be  the 
same;  otherwise,  if  we  charge  25  cents  and  the  other  companies 
charge  15  cents,  we  should  have  no  business;  and,  therefore, 
we  must  charge  the  same  rate. 

Q.  You  might  be  without  business  for  a  time  until  the  other 
company  had  ruined  itself  by  charging  the  low  rate;  then  you 
would  get  all  the  business  —  that  is,  if  they  were  losing  vast 
sums  of  money  at  that  rate?    A.  Yes. 

Q.  What  is  the  lowest  rate  at  which  business  can  be  done  at 
a  profit?     A.  Twenty-five  cents  a  word. 

Q.  And  as  a  matter  of  fact,  the  companies  are  going  on  doing 
their  business  and  making  their  charge  in  the  manner  prescribed 
in  the  agreement?    A,  Well,  they  are  charging  the  same  rate. 

Q.  And  they  are  charging  the  rate  provided  for  in  the  agree- 
ment which  was  destroyed  ?    A.  Yes,  that  is  so. 

Q.  Did  the  representative  from  the  United  States  have  a  vote 
in  the  Congress  that  was  held  in  Lisbon  ?    A.  No,  sir. 

Q.  None  of  them  —  neither  of  them?  A.  None  of  them;  they 
were  merely  there  by  courtesy  —  the  United  States  not  owning 
any  government  telegraph  lines,  I  believe,  was  the  reason. 

Q.  Will  you,  between  now  and  the  next  hearing  of  the  Com- 
mittee, prepare  the  statement  which  I  asked  for  yesterday,  show- 
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ing  the  business  of  the  company,  that  is,  the  number  of  messages 
outgoing  and  incoming?     A.  From  our  New  York  office? 

Q.  From  your  New  York  office  ?    A.  I  will  endeavor  to  do  it. 

Q.  And  also  show,  as  nearly  as  you  can,  the  number  going  out 
and  coming  in  over  your  own  cables  ?    A.  Yes. 

Q.  From  this  office ;  and  the  same  as  to  the  German  cable  ?  A. 
I  am  afraid  about  that,  Mr.  Page;  it  is  almost  an  impossibility,, 
but  I  will  look  into  it* 

Q.  Do  the  best  you  can.    A.  Thank  you. 

TuEonoBE  L.  CuYLEB,  having  been  previously  sworn,  was 
recalled  and  testified  as  follows: 

By  Mr.  Page  : 

Q.  You  are  still  the  treasurer  of  the  New  England  Telegraph 
Company?    A.  lam. 

Q.  And  of  the  Connecticut  Postal  Telegraph  Company  of 
Connecticut?    A.  No,  never  was. 

Q.  Are  you  an  officer  of  the  Postal,  of  Connecticut  ?  A.  I  am 
assistant  treasurer  of  that  company. 

Q.  Are  you  now  ?    A.  I  am. 

Q.  Can  you  tell  me  if,  as  a  matter  of  fact,  the  account  be- 
tween the  New  England  Telegraph  Company  and  the  Empire  City 
Subway  Company  is  kept  on  the  books  of  the  Postal  Telegraph 
Company  of  Connecticut?    A.  It  is. 

Q.  And  will  you  say  why  that  is?  A.  I  understand  that  the 
reason  for  that  is  that  the  Connecticut  Company  agreed  to  furnish 
facilities  of  that  kind  and  make  payments  of  that  kind  because  it 
received  payment  for  so  doing,  and  that  it  finances  the  New  Eng- 
land Company  to  the  extent,  for  instance,  for  a  lot  of  back  taxes 
which  may  have  to  be  paid  —  the  Connecticut  company  will  have 
to  pay  them  and  be  reimbursed  by  the  New  England  Company 
when  it  can  do  it. 

Q.  What  is  the  reason  for  that  arrangement?  A.  To  get  the 
money  from  the  New  England  Telegraph  Company  on  the  con- 
tract. 

Q.  That  is,  on  account  of  the  interchange  traffic  agreement? 
A.  Yes. 
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Q.  Which  provides  for  a  large  percentage  of  the  earnings  of 
the  New  England  Company  being  paid  over  to  the  Connecticut 
Company?  A.  That  is  the  way  I  understand  it. 

Q.  And  then,  in  return  for  that,  the  Connecticut  Company 
undertakes  to  pay  taxes  for  the  New  England  Company,  that  is, 
disputed  taxes  in  case  the  New  England  eventually  pays  them? 
A,  I  understand  they  will  do  that,  and  on  the  same  principle  made 
this  payment  to  the  Empire  City  Subway  Company. 

Q.  Is  there  anything  in  the  agreement  between  the  two  com- 
panies providing  that  the  Connecticut  Company  should  pay  the 
rental  of  the  Subway,  or  is  that  the  subject  of  a  separate  agree- 
ment? A.  No,  that  is  not.  I  think  in  the  agreement  it  agrees 
to  furnish  proper  connections  and  that  that  was  thought  to  be  part 
of  the  connection  necessary  to  do  business  between  the  Connecticut 
Company  and  the  New  England  Company. 

Q.  The  money  for  that  is  not  drawn  out  of  the  land  lines  ac- 
count on  the  check  of  Mr.  Piatt  and  Mr.  Beck?  A.  You  mean 
for  paying  to  the  Subway  ? 

Q.  To  the  Subway  ?  A.  Yes ;  but  it  is  charged  to  the  Connecti- 
cut company. 

Q.  That  is,  it  is  drawn  out  of  the  land-lines  account  on  the 
check  of  Mr.  Piatt  and  Mr.  Beck  and  charged  to  the  Connecticut 
Company?    A.  Yes,  sir. 

Q.  The  land-lines  account  is  a  sort  of  financial  clearing  house 
arrangement  among  all  the  Postal  companies,  isn't  it  ?  A.  That  is 
the  way  I  understand  it. 

(Two  papers  produced  by  the  witness  marked  respectively 
Exhibits  50  and  51  for  identification.) 

Q.  I  show  you  Exhibit  50  for  identification,  and  ask  you  what 
it  is?  A.  This  is  a  statement  of  the  cash  that  was  deposited  in 
the  land-line  account  by  the  New  England  Telegraph  Company. 

Q.  For  what  year  ?    A.  For  the  year  1908. 

Q.  And  that  shows  correctly  the  total  amoimts  received  by  you 
from  the  operation  of  the  New  England  Telegraph  Company  for 
the  year  1908,  and  deposited  in  the  land-lines  account?  A.  It 
represents  the  total  amount  of  cash  —  that  is  all  I  can  say. 

Q.  That  is  what  I  say?    A.  The  cash. 
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Q.  Of  course,  that  does  not  show  the  amounts  collected  by  dif- 
ferent superintendents  or  agents.     A.  No. 

Q.  And  spent  by  them  for  office  rent  and  other  disbursements 
which  the  agent  makes?    A.  No. 

Q.  This  is  merely  the  cash  received  by  you  and  deposited  in 
that  account?    A.  It  is. 

Q.  Does  this  include  any  cash  received  from  sources  other  than 
operation?    A.  No. 

Q.  No  income  on  investments  ?    A.  No. 

Q.  Nothing  of  that  sort?    A.  No. 

Q.  I  show  you  Exhibit  51  for  identification;  what  is  that? 
A.  This  is  a  statement  of  the  cash  deposited  in  the  land-lines 
account  by  the  New  England  Telegraph  Company  for  the  year 
1909. 

Q.  And  that  is  absolutely  correct  ?    A.  I  believe  that  to  be  so. 

Q.  And  is  similar,  or  gives  the  same  information  in  regard  to 
the  receipts  of  the  company  for  the  year  1909  as  Exhibit  50  does 
for  the  year  1908  ?    A.  Yes. 

Mr.  Page:  That  is  all. 

Charles  A.  Ronne^  being  duly  sworn,  testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Ronne,  you  are  an  officer  of  the  United  States  and 
Hayti  Telegraph  and  Cable  Company  ?  A.  Yes,  sir. 

Q.  That  is  a  New  York  corporation?  A.  New  York  corpora- 
tion; yes,  sir. 

Q.  Does  it  do  any  business  other  than  operate  a  cable  ?  A.  No, 
sir. 

Q.  And  that  cable  extends  from  New  York  city  ?  A.  To  Cape 
Hayti. 

Q.  How  many  miles  ?  A.  About  1,300  knots  — 1,300  and  a 
fraction  knots. 

Q.  A  knot  is  a  nautical  mile  ?    A.  A  little  bit  more  than  a  mile. 

Q.  A  little  bit  more  than  a  statute  mile,  the  same  as  a  nautical 
mile?    A.  Yes. 
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Q.  How  long  has  it  been  in  business?  A.  The  company  was 
founded  in  1896. 

Q.  You  state  that  the  company  has  received  no  franchise  from 
any  municipal  authorities.  Have  you  any  land  lines  at  all? 
A.  Well,  I  believe  the  company  has  a  few  in  Hayti,  but  not  a  foot 
of  land  line  in  the  United  States.  We  do  not  do  any  interstate 
business  whatever.  We  do  nothing  —  in  fact,  we  handle  nothing 
but  international  messages  —  messages  that  come  from  Europe 
going  down  south,  or  going  from  New  York  going  down  south  to 
all  those  southern  sections.  Of  course  if  a  message  comes  to  us 
addressed  to  San  Francisco  as  we  cannot  handle  it  we  hand  it  over 
to  a  company  that  can  —  the  Postal  or  Western  Union. 

Q.  Have  you  a  connection  at  the  Coney  Island  Cable  station 
with  any  other  company?  A.  Well,  I  think  the  cable  comes  in 
the  same  hut  as  the  French,  but  it  only  just  goes  through ;  there  is 
no  circuit  made  between  the  two  in  the  hut. 

Q.  What  is  the  French  company  —  the  company  belonging  to 
the  French  government?  A.  No;  it  is  no  government  company; 
it  is  the  French  telegraph  system. 

Q.  Is  it  a  part  of  the  Commercial  Cable  Company?  A.  Oh,  no; 
absolutely  independent. 

Q.  How  many  telegraph  companies  have  lines  running  through 
this  station  that  you  call  the  hut?    A.  Why,  none. other. 

Q.  Do  you  have  an  operator  there?  A.  Oh,  no,  sir;  except  a 
break. 

Q.  How  is  the  connection  made  from  there  to  New  York  city? 
A.  By  two  underground  wires  that  we  lease  from  the  Commercial 
Cable  Company. 

Q.  That  you  lease  from  the  Commercial  Cable  Company? 
A.  Yes. 

Q.  So  you  are  operating  leased  lines  in  the  State  of  New  York  ? 
A.  Leased  lines,  yes. 

Q.  Can  you  state  the  number  of  messages  which  you  have,  out- 
going and  incoming,  over  your  lines,  per  year?  A.  Oh,  yes,  in- 
deed, Mr.  Page ;  give  you  the  number  to  one,  if  you  wish  it ;  give 
it  for  any  year  you  like.  I  have  just  telephoned  to  the  office  to 
have  that  statement  up,  and  am  surprised  it  is  not  up  yet. 
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Q.  The  statement  is  not  here.    A.  It  will  be  here  in  a  moment. 

Q.  That  is  about  all;  if  I  get  that  statement.  A.  You  shall 
have  it,  and  any  other  information  that  you  wish. 

Q.  You  figure  out  something  in  regard  to  income  —  you  figure 
the  gross  income  of  the  company  during  the  past  year  at  $112,000 
plus ;  net  income,  $49,000 ;  and  then  you  make  a  calculation  as  to 
the  amount  of  gross  income  earned  within  the  State  of  New  York, 
and  also  as  to  net  income  earned  within  the  State  of  New  York; 
how  do  you  determine  that?  A.  Of  course  the  gross  income  is 
everything  we  have  taken  in  over  the  counters,  and  the  net  income 
is  that,  minus  our  expenses.  Now,  the  proportion  that  I  allowed 
to  the  State  of  New  York  was  simply  the  proportion  based  on  the 
length  of  the  cable,  in  regard  to  the  length  of  our  leased  lines; 
because  that  is  really  all  that  passes,  you  might  say,  in  the  State 
of  New  York.  The  rest  of  this  goes  under  the  water,  under  the 
sea,  and  three  miles  out,  of  course,  that  is  territorial  waters,  and 
after  that  it  is  deep  sea  over  which  nobody  has  any  jurisdiction. 

Q.  Do  you  include  the  three  miles  ?  I  don't  understand  that  ? 
A.  No,  I  do  not. 

Q.  You  do  not  include  the  three  miles  ?  A.  No ;  I  only  include 
the  double  line  —  that  is,  the  leased  lines  —  the  two  leased  lines. 

Q.  So  that  there  is  absolutely  nothing  of  your  own  property 
which  you  consider  is  within  the  State  of  New  York  ?    A.  No,  sir. 

Q.  How  about  the  hut  ?  A.  Well,  for  a  long  time  we  leased  the 
ground  for  that. 

Q.  Leased  the  hut  also.  Don't  you  think  the  State  of  New 
York  has  jurisdiction,  at  least  to  low  water  mark?  A.  Well,  the 
hut,  you  might  say  —  the  hut  is  as  near  the  water  as  we  dared 
put  it. 

Q.  But  it  is  not  at  low  water  mark  when  the  tide  is  out? 
A.  You  know  what  it  is  down  there,  it  is  nothing  but  sand. 

Q.  It  lacks  quite  a  bit  of  being  at  low  water  mark.  That  is  all. 
Except  I  want  you  to  identify  the  statement  when  it  comes  in. 
A.  That  is  all  right.  I  am  annoyed  it  had  not  come  already.  I 
can  go  and  hurry  them,  if  you  like,  at  the  'phone. 

Mr.  Page:  Yes,  thank  you. 
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James  A.  Sckymseb,  having  been  duly  sworn,  testified  as 
follows : 

By  Mr.  Page: 

Q.  Mr.  Serymser,  you  are  an  oflScer  of  some  one  or  two  cable 
companies?  A.  Yes,  sir,  the  Mexican  Telegraph  Company  and 
the  Central  and  South  American  Telegraph  Company. 

Q.  Are  you  connected  with,  any  other  cable  company  ?  A.  No, 
sir. 

Q.  And  you  have  just  charge  of  the  business  of  both  com- 
panies?   A.  Yes,  sir. 

Q.  Will  you  furnish  to  the  Committee  a  statement  showing  the 
number  of  outgoing  messages  and  the  number  of  incoming  mes- 
sages over  each  of  those  lines,  from  the  port  of  New  York,  from 
the  New  York  office,  for  the  year  1909 ;  also  foi  the  year  1908  ? 
A.  Yes,  sir,  I  can  give  it  to  you.    I  have  not  got  it  with  me. 

Q.  You  haven't  it  with  you,  I  suppose  ?    A.  No. 

Q.  You  will  have  a  statement  of  that  sort  prepared,  and  submit 
it  to  the  Committee  ?    A.  Yes.    I  can  give  you  an  estimate. 

Q.  As  long  as  you  are  going  to  have  a  statement  made  out, 
there  is  no  need  of  an  estimate.  Can  you  say  how  much  of  the 
capital  stock  of  the  Central  and  South  American  Telegraph  Com- 
pany was  issued  for  cash?  A.  I  should  say  about  all  but  about 
$125,000. 

Q.  And  that  was  issued  for  services?     A.  Franchises, 

Q.  Granted  by  what  governments?  A.  By  the  Mexican  gov- 
ernment —  several  of  the  Central  American  governments  —  the 
United  States  of  Colombia,  Ecuador  and  Peru. 

Q.  And  that  stock  was  issued  to  those  governments  in  return 
for  the  franchises  ?  A.  No ;  issued  to  me  for  concessions  obtaineil, 
which  I  turned  into  the  company. 

Q.  You  obtained  the  concessions  from  those  governments  for 
the  right  to  build  lines,  and  then  turned  them  in  for  the  stock 
issued?  A.  Yes.  I  said  $125,000.  You  better  put  it  $250,000; 
and  of  that,  $150,000  was  paid  for  services. 

Q.  How  much?     A.  $150,000. 

Q.  In  addition  to  the  $250,000?  A.  No;  inclusive;  but  that 
was  paid  for  services  rather  than  concession. 
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Q.  Services  rendered  in  and  about  the  obtaining  of  concessions  ? 
A.  No  concessions ;  bankers  for  raising  the  capital. 

Q.  Services  in  connection  with  raising  the  capital  ?  A.  Capital, 
yes,  sir. 

Q.  Going  now  to  the  Mexican  Company,  which  appears  to  have 
an  authorized  capital*  of  five  million  dollars,  and  issued 
$3,589,400  —  how  much  of  that  was  issued  for  cash?  A.  It  is 
all  cash,  excepting,  as  near  as  I  can  remember,  $250,000. 

Q.  And  that  was  issued  for  concessions  obtained  and  services 
rendered  in  connection  with  the  financing  of  the  company? 
A.  Yes. 

Q.  And  was  issued  to  yourself?    A.  Issued  to  me. 

Q.  In  the  case  of  the  Mexican  Company,  you  figure  out  an 
amount  of  net  income  earned  within  the  State  of  New  York.  Will 
you  tell  the  Committee  how  you  determine  that  —  I  mean,  having 
the  gross  income  of  the  company,  how  did  you  determine  the 
amount  of  net  income  earned  within  the  State  of  New  York? 
A.  No  part  of  it  earned  in  the  State  of  New  York. 
.  Q.  You  report  something  earned  in  the  State  of  New  York,  do 
you  not?    A.  No,  sir. 

Q.  You  report  the  net  income  from  your  investments  only? 
A.  Yes,  sir. 

Q.  Where  do  your  cables  land  —  referring  now  to  the  Mexican 
cable  ?  A.  The  Mexican  Telegraph  Company  has  a  cable  between 
64  Broad  street  and  connects  with  the  cable  in  mid-ocean  which 
lands  at  Guantanamo  in  Cuba,  and  Colon,  on  the  Isthmus  of 
Panama.  That  cable  is  about  2,200  miles  in  length  and  one- 
third  of  it  is  owned  by  the  Mexican  Telegraph  Company  and  two- 
thirds  by  the  Central  and  South  American  Telegraph  Company. 
The  point  of  meeting  is  off  Cape  Hatteras. 

Q.  So  that  there  is  only  one  cable  for  both  companies  from  a 
point  off  Cape  Hatteras  to  the  office  in  Broadway  ?    A.  Broadway. 

Q.  Or  Broad  street  —  I  had  forgotten  which  you  said  ?  A.  64 
Broad.  Then  the  Mexican  Telegraph  has  three  cables  in  the  Gulf 
of  Mexico. 

Q.  In  the  Gulf  of  Mexico?  A.  Landing  at  Galveston,  Texas, 
and  thence  to  Vera  Cruz,  and  from  Vera  Cruz  —  a  point  off  Vera 
Cruz,  the  cable  south  of  that  belongs  to  the  Central  and  South 
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American;  and  the  cables  north  of  that  belong  to  the  Mexican 
Telegraph  Company;  and  the  service  between  Galveston  and  New 
York  is  done  by  the  Western  Union  and  the  Postal  Telegraph 
Company. 

Q.  Using  both  lines  ?    A.  Yes. 

Q.  Indiscriminately?     A.  I  cannot  say  that. 

Q.  Do  you  give  a  preference  to  one?  A.  We  give  the  prefer- 
ence to  the  Western  Union  Company  because  of  its  contract  rela- 
tions of  twenty-five  years  ago. 

Q.  To  which  company  ?    A.  The  Western  Union. 

Q.  The  Western  Union  ?    A.  Yes. 

Q.  Is  it  feasible  for  you  to  use  this  one  cable  from  New  York 
city  down  to  the  point  off  Hatteras  for  both  companies  ?  A.  No, 
sir,  we  don't  use  it. 

Q.  You  don't  use  it  for  both?  A.  No.  We  don't  use  the 
Atlantic  Colon  cable  for  any  traffic  north  of  the  Isthmus  of 
Panama. 

Q.  What  trafiic  does  go  over  the  cable  running  down  the 
Atlantic  ocean  at  this  point  ?  A.  All  the  traffic  beyond  the  Is>thniU8 
of  Panama  —  the  United  States  of  Colombia,  Ecuador,  Peru 
Chile,  Argentina  and  points  beyond. 

Q.  And  that  one  cable  is  owned  by  which  company?  A.  One- 
third  of  it  —  the  whole  south  of  Panama  is  owned  by  the  Central 
and  South  American  —  I  mean,  south  of  Hatteras  is  owned  by  the 
Central  and  South  American,  and  one-third  of  the  Colon-New 
York  cable  is  owned  by  the  Mexican  Telegraph  Company,  as  I 
explained. 

Q.  One-third?    A.  Yes. 

Q.  And  that  applies  to  the  cable  between  the  point  off  Hat- 
teras and  New  York?     A.  Yes. 

Q.  One-third  of  that  belongs  to  the  Mexican  and  two-thirds 
to  the  South  American  Company?  A.  Yes;  that  is  between 
New  York  and  the  Isthmus  of  Panama. 

Q.  As  between  New  York  and  the  point  where  the  two  branches 
come  together  off  Hatteras?  A.  Yes,  one-third  and  two-thirds. 
That  ownership  is  based  on  our  relations  with  the  gulf  cables  — 
our  tariffs  are  fixed  on  a  mileage  basis,  say  as  between  New 
York  and  Buenos  Ayres,  and  the  ownership  of  the  northern  ends 
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of  those  cables  —  two-thirds  south  of  Vera  Cruz  belongs  to  the 
Central  and  South  American  —  two-thirds  south  of  Hatteras  be- 
longs to  the  Central  and  South  American ;  all  north  of  those  points 
belongs  to  the  Mexican  Telegraph  Company;  and  their  receipts 
are  based  on  the  mileage  of  each. 

Q.  So  both  companies  use  a  single  strand  of  cable  from  Hat- 
teras to  New  York  ?    A.  Yes. 

Q.  And  where  does  that  cable  land  ?  A.  The  New  York-Colon 
cable  at  Coney  Island. 

Q.  And  then  comes  in  over  a  leased  wire?  A.  Over  a  leased 
wire. 

Q.  Or  do  you  have  your  own  cable?  A.  We  laid  a  cable  in 
the  bay  of  New  York  from  Pier  1  to  Coney  Island  but  it  was  so 
frequently  interrupted  by  anchors  and  boats  striking  it  that  we 
have  abandoned  that  cable  and  leased  a  duct  from  the  New  York 
Telephone  Company  and  the  cables  which  connect  our  oflSce  at  64 
Broad  street  direct  with  the  Isthmus  of  Panama. 

Q.  And  that  duct  and  cable  is  used  by  both  companies  —  both 
the  Mexican  and  Central  South  American?  A.  So  far  as  their 
one-third  and  two-thirds  traffic  is  concerned  on  that  Colon  cable, 
yee. 

Q.  Referring  now  to  the  South  American  Company,  you  state 
that  none  of  its  net  income  was  earned  in  the  State  of  New  York, 
except  income  from  investment?    A.  Correct,  sir. 

Q.  That  is,  you  do  not  consider  there  should  be  anything  cred- 
ited to  the  State  of  New  York  of  the  earnings  of  the  cable  busi- 
ness, although  it  is  transmitted  for  several  miles  through  the 
State  of  New  York  ?    A.  I  see  no  reason  why  it  should. 

Q.  Do  you  think  of  any  reason  why  it  should  not  ?  A.  Because 
we  are  not  transacting  a  telegraph  business  within  the  State  of 
New  York. 

Q.  That  does  not  seem  to  quite  explain  it,  in  view  of  the  fact 
that  you  are  delivering  messages  at  an  office  on  Broad  street  or 
Broadway?  A.  But  that  is  done  through  a  connecting  line,  the 
Mexican  Telegraph  Company. 

Q.  It  is  a  line  you  are  operating?  A.  Yes,  but  that  end  be- 
longs to  the  Mexican  Telegraph  Company. 
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Q.  But  you  do  not  report  any  earnings  of  the  Mexican  Tele- 
graph Company  within  the  State  of  New  York?  A.  Those  tak- 
ings are  all  in  South  America  —  the  tariff  is  all  collected  outside 
of  the  United  States. 

Q.  That  is  to  say,  if  any  one  wanted  to  transmit  a  message 
from  New  York  city  to  Colon,  over  your  line,  he  would  have  to 
go  to  Colon  to  pay  for  it?  A.  No,  but  Colon  is  not  within  the 
jurisdiction  of  the  United  States. 

Q.  The  city  of  New  York  is?  A.  Our  message  originates  in 
New  York  and  goes  out  of  New  York  to  a  point  of  destination. 

Q.  That  is  true  of  most  any  cable  message  that  originates  in 
New  York;  it  goes  out  of  New  York,  but  a  part  of  the  income 
from  transmitting  it  is  earned  in  the  State  of  New  York,  isn't  it  ? 
A.  I  don't  think  it  is  earned. 

Q.  Through  several  miles  of  cable  in  the  State  of  New  York, 
running  from  your  office  down  at  low-water  mark  at  Coney 
Island  —  that  is  true,  isn't  it  ?  A.  Well,  the  message  —  the  taking 
of  the  message  is  not  earned  until  it  has  reached  its  destination. 

Q.  Now  any  part  of  it  isn't?  A.  It  would  be  very  difficult  to 
fix  that  part ;  it  would  be  only  so  far  as  our  ownership  —  it  would 
only  be  about  three  miles  in  the  marine  league,  out  of  2,300 
miles. 

Q.  How  many  miles  is  it  from  your  office  here  to  Coney  Island  ? 
A.  That  is  a  leased  line. 

Q.  Messages  go  over  it  just  the  same?  A.  But  we  pay  the 
company  owning  that  leased  wire ;  they  get  the  tolls  on  that. 

Q.  You  rent  that  wire  at  what  rate  ?  A.  That  I  cannot  recall 
just  at  present. 

Q.  It  is  an  annual  rental,  isn't  it  ?    A.  Yes. 

Q.  It  is  not  on  a  percentage  basis?  A.  No;  it  is  an  annual 
rental. 

Q.  So  that  the  company  you  rent  it  of  does  not  pay  any  taxes 
on  the  gross  earnings  which  your  company  gets  for  the  use  of 
that  wire?  A.  That  I  can't  say;  that  is  their  own  affair;  we 
pay  an  annual  rental  and  I  suppose  — 

Q.  The  company  you  rent  of  don't  know  what  your  gross  earn- 
ings are,  do  they?    A.  No,  sir. 
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Q.  And  of  course  they  don't  pay  any  taxes  based  on  your 
gross  earnings  ?    A.  Not  on  ours. 

Q.  Now,  there  was  a  list  of  the  stockholders  of  each  of  those 
companies,  handed  to  me  yesterday  by  Mr.  Bayliss.  Now,  which 
would  you  prefer  to  do  —  leave  that  list  with  the  Committee  or 
accept  service  of  a  subpoena  duces  tecum  to  produce  your  stock 
book  and  stock  ledger?  A.  Well,  I  prefer  that  the  Committee 
make  use  of  it  so  far  as  it  is  deemed  necessary,  but  I  consider  it 
a  matter  which  my  shareholders  might  object  to  being  made  pub- 
lic.   We  vouch  for  the  correctness  of  those  shareholders. 

Q.  That  is,  you  state  that  at  the  present  time  the  lists  which 
were  handed  me  by  Mr.  Bayliss  yesterday  show  correctly  the 
shareholders  of  each  of  those  companies  and  correctly  states  the 
number  of  shares  held  by  each  of  them?  A.  Yes,  sir;  up  to  the 
date  it  was  made  out  —  I  think  a  week  or  ten  days  ago. 

Q.  That  is,  within  two  weeks,  say  ?    A.  Yes. 

Q.  Have  there  been  many  changes  since  that  time?  A.  Very 
few  transactions.  I  suppose  there  may  have  been  100  or  150 
shares  transferred. 

Q.  Going  bacjt  for  two  months,  how  many  shares  would  you 
say  had  been  transferred,  for  each  company,  during  that  time? 
A.  Well,  probably  800  shares  of  the  Mexican  Telegraph  Company 
and  1,000  or  1,500  shares  of  the  Central  and  South  American 
Telegr;aph  Company. 

Q.  And  those  mostly  in  small  lots?  A.  Yes,  largely  in  lots 
of  Jess  than  100. 

/'Q.  They  are  neither  of  them  what  are  known  as  active  stocks, 
^are  they  ?    A.  No,  sir. 

Q.  Closely  held  ?    A.  Very  closely  held. 

Q.  Do  the  statements  —  the  reports  that  were  made  to   the 
Committee  show  correctly  the  dividends  that  have  been  paid  on 
those  stocks  ?    A.  Yes. 
Mr.  Page  :   That  is  all. 
Q.  There  is  a  company  known  as  the  French  Cable  Company  ? 

A.  Yes. 

Q.  Have  you  any  business  relations  with  that?     A.  We  ex- 
change messages. 
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Q.  Through  what  port  or  point  ?  A.  Here  in  the  city  of  New 
York. 

Q.  At  your  New  York  office  ?    A.  Yes. 

Q.  Does  the  French  Company  have  offices  in  the  same  building 
as  your  companies  ?    A.  No,  sir. 

Q.  How  is  that  exchange  made  ?    A.  By  messenger. 

Q.  That  is,  you  receive  a  message  for  your  lines  that  is  going 
to  Europe  over  the  French  lines;  the  message  is  written  out  and 
given  to  a  messenger  boy  and  he  takes  it  to  the  office  of  the  French 
line  ?    A.  Yes. 

Q.  Then  you  have  a  contract  arrangement  for  the  division  of 
tolls  ?    A.  No,  sir,  simply  as  a  connecting  line. 

Q.  That  is,  if  the  message  originates  on  your  lines  and  is 
transmitted  over  theirs  you  pay  them  their  rate?  A.  Their  rate, 
yes,  sir. 

Q.  And  if  the  message  is  comiig  the  other  way  you  transmit 
their  message  and  charge  them  your  i'^e,  the  same  as  you  would 
charge  to  a  commercial  house  in  New'^-Jork?  A.  Treat  them 
simply  as  a  customer. 

Q.  And  what  is  the  rate  per  word  over  you.^  li^^^s  to  South 
America,  or  does  that  vary  according  to  the  coux'^try?  A.  It 
varies  according  to  the  distance.  >^ 

Q.  How  much  is  it  from  New  York  to  Colon?  A.  Ixfty  cents 
a  word. 

Q.  What  is  the  distance  ?    A.  About  2,200  or  2,300  mile^  ^- 

Q.  How  does  that  compare  with  the  distance  across  the  Atlai  ^^^^ 
to  Great  Britain  and  France  and  Germany?  A.  It  is  about  tn  "^ 
same  as  between  Ireland  and  Nova  Scotia. 

Q.  Is  your  company  the  only  company  operating  a  cable  line  « 
to  that  point?     A.  No,  sir;  there  is  a  British  Company  which 
connects  with  the  Western  Union  Company  on  the  Island  of  Cuba. 

Q.  Has  the  Western  Union  a  direct  cable  to  Cuba?     A.  No,       * 
sir;  they  have  a  cable  between  Florida  and  Cuba,  and  their  ser- 
vice is  performed  by  a  land  line  from  New  York  to  Havana,         \ 
and  there  they  connect  with  the  Cuba  submarine,  an  English  com- 
pany, which  carries  the  message  to  Jamaica,  and  there  it  connects 
with  another  English  company,  the  West  India  and   Panama 
which  carries  it  down  to  Colon. 
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Q.  The  message  not  going  over  any  land  lines  at  Jamaica? 
A.  Xo,  sir ;  it  is  all  cable ;  all  cable  from  Florida  to  Colon. 

Q.  It  makes  a  landing  at  Havana  and  then  to  another  cable? 
A.  No;  then  Santiago. 

Q.  It  makes  a  landing  at  Santiago,  also?  A.  Yes;  then  at 
Kingston,  Jamaica  and  thence  — 

Q.  And  then  on  another  cable  line  to  Colon?  A.  Then  on 
another  cable  line  to  Colon.  I  have  a  little  map  here  that  will 
show  you. 

Q.  How  many  transatlantic  cables  are  there  running  frpm 
either  the  United  States  or  Nova  Scotia  and  Newfoundland  ?  A. 
Up  to  the  latest  information  I  have  there  were  sixteen  in  opera- 
tion. Of  those  sixteen  I  believe  two  have  been  abandoned,  mak- 
ing fourteen  now  in  operation. 

Q.  And  can  you  give  the  names  of  the  companies  owning  those 
cables  and  the  number  of  cables  owned  by  each  company?  A. 
The  Western  Union  Company  own  two;  the  Anglo-American 
Company  own  four ;  the  Commercial  Company  own  five ;  the  Ger- 
man  Company  owns  two,  and  the  French  Company  have  one,  I 
know,  in  operation ;  whether  they  have  two  or  not  I  cannot  say.     . 

Q.  If  they  have  but  one  that  makes  the  total  of  the  fourteen? 
A.  Yes. 

Q.  Mr.  Blair  suggests  the  inquiry  as  to  the  number  of  separate 
telegraph  wires  there  are  in  a  cable;  there  isn't  but  one,  is  there? 
A.  In  all  the  Atlantic  cables  only  one. 

Q.  And  that  is  true  of  your  cables,  also  ?    A.  Yes,  sir. 

Q.  Why  is  it  that  it  costs  twice  as  much  per  word  to  send  a 
message  over  your  lines  from  New  York  to  Colon  as  it  costs  to 
send  a  message  over  any  of  the  several  lines  to  Europe,  an  equal 
distance  or  a  greater  distance?  A.  I  suppose  the  Atlantic  cables 
handle  5,000  messages  each  cable  every  day.  Between  Colon 
and  the  rest  of  the  world  not  more  than  thirty  or  forty  messages 
a  day.  In  fact,  our  operating  expenses  for  the  Panama  traffic 
costs  more  than  our  gross  takings. 

Q.  How  is  that  ?  A.  I  say  the  operating  expenses  of  our  Pan- 
ama traffic  amount  to  more  than  our  gross  receipts.  I  will  illus- 
trate my  statement  by  saying  that  the  United  States  government 


836  [Senate 

demanded  half  rates  for  the  privilege  of  landing  on  the  Isthmus 
of  Panama,  and  then  they  demanded  a  large  number  of  words 
for  the  right  to  lay  a  cable  along  the  Panama  railroad,  although 
that  was  United  States  property,  but  the  demand  was  made  in 
such  a  way  we  had  to  grant  it,  so  that  unfortunately  we  are  in  a 
position  there  to  have  to  keep  a  very  costly  staff  to  handle  a  very 
small  traffic. 

Q.  Are  you  including  in  that  small  traffic  the  messages  fur- 
nished by  the  United  States  government  ?    A.  Yes,  sir. 

Q.  And  does  that  explain  the  rate  of  fifty  cents  a  word?  A. 
Yes,  it  explains  that  there  is  no  comparison  to  be  made  between 
the  traffic  of  Panama  and  the  United  States  and  Europe. 

Q.  And  how  does  the  rate  to  Panama  compare  with  the  rate 
to  other  points  further  down  in  South  America,  down  the  coast; 
take  Argentina,  for  instance?    A.  That  is  $1  a  word. 

Q.  And  what  is  the  rate  to  Rio?    A.  We  do  not  go  to  Rio. 

Q.  You  have  no  landing  there  ?  A.  No,  sir ;  that  is  monopolized 
by  the  English  cable  companies;  they  shut  us  out  from  Brazil. 

Q.  And  what  is  the  rate  to  Santiago  —  what  is  the  rate  to 
Chili?    A.  The  same;  it  is  a  uniform  rate  of  $1. 

Q.  One  dollar  to  all  South  American  points  ?  A.  All  except  the 
United  States  of  Colombia. 

Q.  And  what  is  the  rate  there?  A.  I  think  it  is  seventy-five 
cents.    It  is  twenty-five  cents  more  than  the  Isthmus  of  Panama. 

Q.  Do  you  transmit  any  free  messages  for  the  United  States 
government?     A.  None. 

Q.  Neither  over  your  cables  or  over  your  land  line  ?  You  have 
a  land  line  across  the  Isthmus,  haven't  you?  A.  No.  The  gov- 
ernment messages  over  the  isthmus  are  transmitted  over  the 
Panama  railroad  telegraph  lines,  which  are  owned  by  the  United 
States  government. 

Q.  But  you  have  a  line  across  the  isthmus?  A.  Yes,  we  have 
a  line  across  the  isthmus  for  our  own  service. 

Q.  A  land  line  ?    A.  It  is  a  cable. 

Q.  It  is  practically  a  cable?  A.  It  is  a  four-cored  cable,  laid 
right  alongside  the  tracks. 

Q.  Underground  ?    A.  No,  it  is  on  the  surface. 
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Q.  When  was  the  arrangement  made  with  the  United  States 
government  in  regard  to  your  charges  there  ?  A.  Four  years  ago, 
I  think ;  three  to  four  years  ago. 

Q.  And  for  how  long  a  time  did  you  get  a  concession  of  the 
right  to  land  and  lay  your  cables  along  the  railroad  ?  A.  There 
is  no  special  time  in  our  concession.  The  United  States  govern- 
ment can  cancel  it  at  any  time;  that  is  usually  the  condition  they 
impose. 

Q.  Indefinite  as  to  time?  A.  Indefinite  as  to  time;  the  gov- 
ernment reserving  the  right  to  cancel  it  on  due  notice. 


Charles  Albert  Roi^ne,  recalled: 


i 


Mr.  Page  :  Will  you  mark  this  paper  for  identification  ? 

(Paper  referred  to  marked  Exhibit  No.  52  for  identifi;- 
cation.) 

By  Mr.  Page: 

Q.  I  show  you  Exhibit  52  for  identification^  and  ask  you  what 
it  is  ?  A.  This,  Mr.  Page,  represents  the  number  of  messages  — 
the  number  of  words  received  and  transmitted  on  the  Hayti  cable 
from  January,  1909,  to  June,  1909;  and  the  one  underneath 
which  is  attached  to  it  represents  the  same  from  July  to  Decem- 
ber, the  same  year. 

Q.  The  year  1909  ?    A.  The  year  1909, 

Q.  And  the  two  show  the  exact  number  of  messages  transmitted 
for  the  entire  year  ?    A.  For  the  entire  year. 

Q.  Is  the  Hayti  Cable  Company  connected  with  the  French 
Cable  Company  ?  A.  Yes ;  that  is  to  say,  in  New  York  one  feeds 
the  other. 

Q.  Ofiices  in  the  same  building  ?  A.  Offices  in  the  same  build- 
ing. 

Q.  Owned  by  the  same  people  ?    A.  Oh,  no ;  entirely  separate. 

Q.  Entirely  separate?    A.  Entirely  separate. 

Q.  Stockholders  not  at  all  the  same  ?    A.  Not  at  all  the  same. 

Q.  You  have  a  working  arrangement?  A.  The  same  as  we 
have  with  any  other  company,  except,  of  course,  that  it  is  a  more 
direct  link  between  one  and  the  other. 
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Q.  That  is,  a  message  coming  from  Hayti  going  to  France 
would  come  over  your  cable  to  this  point  and  then  over  the  French 
cable  to  Havre  ?    A.  Yes,  sir. 

Travis  H.  Whitney,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Whitney,  you  reside  in  the  city  of  New  York?  A. 
Yes,  sir. 

Q.  What  is  your  occupation  ?  A.  I  am  secretary  of  the  Public 
Service  Commission  of  the  First  district. 

Q.  And  as  such  secretary  you  are  familiar  with  most  of  the 
.affairs  of  that  office  ?    A.  Yes,  sir. 

Q.  Has  there  been  submitted  to  you,  as  secretary,  or  to  the 
Commission,  any  complaints  in  regard  to  the  service  rendered  by 
telephone  and  telegraph  companies  in  the  First  district  ?  A.  Yes, 
sir. 

Q.  Can  you  say,  in  a  general  way,  about  how  many  complaints 
you  have  had  of  that  sort  ?  A.  I  have  more  or  less  kept  track  of 
them  and  I  have  here  copies  of  written  complaints  that  have  been 
filed  with  the  Commission  against  telephone  and  telegraph  com- 
panies. This  list  is  down  to  the  1st  of  December  and  contains 
fifty-six. 

Q.  Fifty-six?    A.  Yes,  sir. 

Q.  How  many  of  them  are  against  telegraph  companies?  A. 
Ten  of  them. 

Q.  And  forty-six  against  telephone  companies?     A.  Yes.     In 
■  addition  to  that  we  get  a  good  many  complaints  in  person,  who 
come  to  the  office  to  make  complaint;  and  there  have  probably 
been  as  many  more  persons  who  have  complained  orally. 

Q.  And  so  far  as  the  oral  complaints  are  concerned,  are  they 
complaints  in  regard  to  matters  of  importance,  or  are  they  some- 
times trivial  ?  A.  Well,  most  of  these  complaints,  of  course,  are 
as  to  specific  things  — 

Q.  I  am  speaking  now  of  the  oral  complaints?  A.  They  are 
very  much  after  the  type  of  these  written  complaints,  and,  of 
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course,  we  take  no  note  of  those  because  of  the  fact  that  the  Com- 
mission had  no  jurisdiction. 

Q.  About  how  many  do  you  think  there  have  been  of  that  kind 
of  complaints  ?    A.  At  least  as  many  as  there  are  written. 

Q.  And  the  documents  that  you  have  in  your  hands  are  copies 
of  the  complaints  received  ?    A.  A  list  and  copies  of  them. 

Q.  Are  you  willing  to  furnish  that  list  and  those  copies  to  the 
Committee?    A.  Yes.     (Handing  same  to  Mr.  Page.) 

Mr.  Page  :  I  will  take  them  just  as  they  are. 

By  Commissioner  Ward: 

Q.  In  regard  to  complaints,  what  is  the  present  system?  Do 
you  investigate  simply  on  complaints  or  do  you  investigate  regard- 
less of  complaints  in  regard,  to  companies?  A.  We  get  a  very 
great  many  complaints  against  railroads  and  street  railroads,  par- 
ticularly street  railroads,  which  are  investigated  —  taken  up  with 
the  company,  generally  informally  by  correspondence  after  pre- 
liminary investigation  if  it  appears  necessary.  In  addition  we 
have  inspectors,  who  are  constantly  watching  the  service  rendered 
on  the  different  lines  in  the  city,  and  where  defects  in  the  service 
Appear  they  are  taken  up  directly  with  the  company  without  com- 
plaint —  without  waiting  for  a  complaint. 

Q.  In  other  words,  you  really  have  a  department  of  your  own 
in  which  you  watch  out  for  these  things,  regardless  of  the  ques- 
tion of  public  complaint  ?    A.  Yes,  sir. 

By  Chairman  Davis: 

Q.  Mr.  Whitney,  in  regard  to  complaints  agajnst  the  telephone 
and  telegraph  companies,  you  have  forwarded  copies  of  those 
complaints  to  this  Committee  since  its  organization,  have  you  not  ? 
A.  I  do  not  believe  I  have  forwarded  these. 

Q.  You  have  forwarded  some  complaints?    A.  Some;  yes,  sir. 

Q.  What  is  the  nature  of  these  complaints;  regarding  rates 
principally?  A.  I  really  have  not  gone  over  those  complaints 
for  some  time.  Senator. 

Q.  The  complaints  we  have  had  relate  very  largely  to  the  tariff 
between  New  York  and  Brooklyn.    A.  If  I  can  take  that  set  just 


840  [Senatb 

a  moment;  I  think  it  gives  a  very  brief  statement.  I  think  ybu 
will  find  that  most  of  them  relate  to  the  specific  matter  of  bills 
or  checking  of  calls  or  matters  of  that  kind. 

Q.  Are  they  such  complaints  that  yon  believe  your  Commis- 
sion could  remedy  them  if  you  had  jurisdiction  of  such  a  char- 
acter ?  A.  They  are  very  much  of  the  nature  of  the  minor  com- 
plaints that  we  now  get  with  regard  to  street  railroad  companies* 

Q.  Do  I  understand  that  you  correct  all  those  evils?  A.  I 
think  it  might  be  said  that  we  correct  a  great  many  of  them. 

By  Mr.  Page: 

Q.  Are  there  some  that  you  do  not  correct  ?  A.  There  are  some 
that  it  is  pretty  difiicult  to  correct. 

Q.  And  that  will  probably  always  be  true,  wonH  it?  A.  Yes^ 
sir.  For  example,  it  is  very  difficult  to  get  street  railway  systems 
of  Manhattan  to  relay  their  tracks  which  need  relaying,  because- 
of  the  fact  that  they  are  in  the  hands  of  receivers  at  the  present 
time. 

Q.  It  is  also  difficult  to  get  them  to  furnish  sufficient  facilities 
for  transporting  passengers,  isn't  it?  A.  Well,  in  the  matter  of 
cars  they  are  making  very  substantial  progress  in  getting  additional 
cars. 

Q.  Nevertheless,  there  are  times  of  day  when  they  are  not  fur- 
nishing adequate  facilities  to  transport  people  in  comfort?  A. 
During  the  rush  hours  it  cannot  be  done  at  the  present  time. 

Q.  You  think  that  is  absolutely  impossible?  A.  It  is  impossi- 
ble without  additional  lines.  And  the  Commission  has  no  juris- 
diction, of  course,  to  order  a  company  to  acquire  a  franchise  and 
build  under  it 

Q.  Judging  from  your  observation,  which  would  you  say  was 
rendering  the  better  service  to  the  public  —  the  street  railway  lines- 
of  New  York  city  or  the  telephone  company  ?  A.  I  have  no  idea 
as  to  the  telephone  companies. 

Q.  You  use  the  telephone  ?    A.  Yes,  sir. 

Q.  So  you  must  have  some  idea  what  sort  of  service  they  are 
giving?  A.  There  is  this  difficulty  with  telephone  companies;  in 
that  respect  they  are,  perhaps,  the  same  as  electric  companies^ 
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They  have  actually  got  to  give  the  thing  that  you  want  at  the  time. 
Top  example,  you  want  to  get  another  person  on  the  telephone; 
they  actually  have  to  make  the  coimection  some  time  or  other,  and 
jou  get  it ;  and  you  pay  their  rate  for  that ;  whereas,  on  the  street 
railroad  company  you  pay  your  nickel,  but  you  don't  neces- 
sarily get  a  seat  every  time. 

Q.  But  you  do  get  a  ride  ?    A.  You  get  a  ride. 

Q.  You  sometimes  have  to  wait  a  train  or  so  ?    A.  Yes. 

Q.  And  you  don't  always  get  immediate  connection  from  the 
telephone  company,  but  you  get  it  reasonably  prompt  ?    A.  Yes. 

Q.  And  good  service  —  that  is  to  say,  you  can  hear  distinctly  ? 
A.  We  get  good  service. 

Q.  Do  you  think  they  give  you  any  better  service  than  they 
give  the  average  user  of  the  telephone?  A.  We  are  a  very  large 
iBubscriber;  perhaps  that  is  one  reason  that  we  get  very  good 
service. 

Q.  Do  you  think  you  get  any  better  service  than  any  other 
large  subscriber  gets  ?  A.  We  get  very  much  better  service  in  the 
office  than  I  do  at  my  home. 

Q.  How  do  you  explain  that?  A.  I  have  no  explanation  for 
it  other  than  that  the  service  in  the  Flatbush  telephone  exchange 
is  very  unsatisfactory.    The  reasons  for  it  I  don't  know. 

Q.  Do  you  think  it  may  be  lack  of  equipment  ?  A.  I  have  no 
idea. 

Q.  The  same  as  afflicts  the  street  railways  ?    A.  I  have  no  idea. 

Q.  In  handling  their  traffic  ?    A.  I  have  no  idea. 

Q.  There  must  be  some  explanation  for  it?  A.  That  is  per- 
fectly true,  but  the  fact  that  I  lack  in  service  is  not  an  indication 
that  I  know  the  reason  for  it. 

Q.  In  what  way  is  the  service  in  Flatbush  bad  ?  A.  Very  diffi- 
cult to  get  connections;  frequently  difficult  to  get  the  right  num- 
l)eP8  —  the  right  connections;  from  uptown  it  is  very  difficult  to 
get  connections  between  Flatbush  and  the  upper  portions  of  Man- 
hattan and  the  Bronx. 

Q.  Have  you  explained  that  to  the  telephone  company?  A.  I 
have  talked  a  great  many  times  with  the  person  in  charge  of  die 
exchange,  and  a  good  while  ago  I  wrote  letters  to  the  company  in 
r^ard  to  it. 
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Q.  Have  they  made  any  effort  to  improve  the  service?  A.  I 
don't  notice  any  improvement. 

Q.  Have  they  improved  it  ?    A.  No,  sir. 

Q.  How  long  has  it  been  bad  ?  A.  I  have  lived  there  for  some 
three  or  four  years ;  it  has  remained  about  the  same. 

Q.  When  you  get  connection  with  the  party  called,  are  you 
able  to  hear  ?    A.  Yes ;  there  is  no  difficulty  on  that  score. 

By  Commissioner  Wabd: 

Q.  I  would  like  to  ask  you  another  question,  Mr.  Whitney.  1 
want  to  get  at  the  present  workings  of  the  system.    A.  Yes,  sir. 

Q.  In  regard  to  orders  issued  by  the  Public  Service  Commis- 
sion, are  all  orders  issued  by  the  Public  Service  Commission  or 
are  any  of  the  minor  orders  delegated  to  the  minor  officials?  A^ 
Orders  of  the  Commission  are  made  by  the  Commission  itself. 

Q.  Yes.  A.  And  sent  out  as  orders  of  the  Commission.  A 
great  many  of  these  minor  complaints  are  not  taken  up  as  Com- 
mission matters  at  all.  If,  on  a  state  of  facts  set  forth  in  a  com- 
plaint, it  appears  that  there  is  a  situation  that  should  be  remedied, 
in  most  cases  a  letter  to  the  company  recommending  that  a  given, 
change  be  made  will  be  complied  with  without  the  necessity  of  a 
formal  order. 

Q.  In  other  words,  then,  in  regard  to  the  details  sometimes  of 
operation,  the  minor  details,  a  minor  official  would  issue  the  order 
without  any  particular  reference  to  the  commissioners  —  without 
bothering  them  ?    A.  Yes,  sir. 

Mr.  Page:  Mr.  Chairman,  I  have  a  resolution,  or  a  copy. 
This  resolution  is  headed,  "  The  Republican  Club,  54  and  56  West 
Fortieth  street,  New  York.    Committee  on  City  Affairs.'' 

Whereas,  From  the  comparison  of  rates  for  telephone  service  in  Xew  York 
with  rates  in  other  cities,  and  from  such  other  data  as  this  club  has  gathered*. 
it  appears  that  the  cost  of  telephone  service  is,  in  many  cases,  higher  than  is^ 
warranted,  as  is  illustrated  by  the  telephone  rate  of  ten  cents  from  Manhattan 
to  West  Farms,  when  a  man  can  be  carried  that  distance  by  subway  for 
five  cents; 

Whereas,  The  high  unit  rates  to  small  users  prevent  a  far  more  extensive 
use  of  telephones  than  now  prevails,  which  with  increased  public  service 
would  bring  a  greater  volume  of  business  to  the  telephone  companies; 
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Whereas,  It  is  at  least  a  debatable  question  whether  the  telephone  or  the 
subway  companies  have  adequate  franchises  for  operation  in  the  eity  of 
New  York; 

Whereas,  No  adequate  remuneration  is  being  paid  to  the  city  for  the  privi- 
leges and  right  of  way  held  by  the  telephone  companies; 

Be  it  Resolved,  That  in  order  to  secure  a  proper  protection  of  public  rights, 
and  to  determine  officially  these  questions  of  franchises  and  compensation  to 
the  city,  these  telephone  and  telephone  conduit  companies  should  be  placed 
under  the  jurisdiction  of  the  Public  Service  Commission. 

That  the  Committee  on  City  Affairs  be  and  is  authorized  to  present  these 
findings  to  the  Legislative  Commission  now  considering  this  matter. 

Respectfully  submitted, 

LiNDON  Bates,  Jr.,  WM.  J.  CHAMBERLAIN, 

Chairman,  Secretary, 

Chairman  Davis  :   That  is  from  the  Republican  Club  ? 

Mr.  Page:  So  it  appears.  It  is  so  headed.  It  appears  to  be 
written  on  their  letter  head. 

Chairman  Davis:  The  Committee  will  take  a  recess  until  2 
o'clock. 

Recess  until  2  p.  m. 


AFTER  RECESS. 

The  Committee  convened  at  2  p.  m.,  and  thereupon  took  an 
adjournment  until  Friday,  February  4,  1910,  at  11  a.  m. 
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Chairman  Davis:  The  Committee  will  come  to  order. 

Mr.  Page  :  Mr.  Chairman,  there  is  present  Mr.  Hitchcock,  wh(r 
wishes  to  be  heard  by  the  Committee  to  the  extent  of,  say,  ten 
minutes,  in  regard  to  an  improved  method  of  telegraphing,  which 
it  is  said  will  diminish  the  cost  of  sending  telegraphic  messages. 
Mr.  Hitchcock. 

Mr.  Romyn  Hitchcock:  Mr.  Chairman  and  gentlemen. — 
Some  testimony  has  been  given  before  the  Committee  relating  to 
telegraphic  speeds,  and  the  commercial  effect  of  increasing  speeds, 
that  should  receive  more  careful  consideration.  In  Colonel 
dowry's  testimony,  the  Wheatstone  speed  is  given  as  125  words 
a  minute,  and  the  maximum  speed  of  the  Barclay  printer  is  stated 
as  ninety  words  a  minute,  with  an  average  of  about  fifty  in  prac- 
tical use.     These  two  forms  of  apparatus  represent  the  only  de- 
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parture  from  Morse  key  operating  by  the  Western  Union  Com- 
pany. It  is  admitted,  however,  that  other  methods  have  been 
devised  capable  of  sending  1,000  to  2,000  words  a  minute,  but  it 
would  appear  from  his  testimony  that  such  high  speeds,  or,  indeed, 
any  speed  in  excess  of  125  words  a  minute  would  not  be  advan- 
tageous or  desirable  in  commercial  telegraphy.  This  arbitrary 
limitation  of  speed  to  an  assumed  maximum  for  advantageous 
operation  is  surprising  and  would  seem  to  be  illogical. 

The  contention  is  that  the  volume  of  business  available  is  not 
suflScient  to  require,  or  to  advantageously  utilize,  more  rapid 
methods  than  those  now  applied.  It  would  be  easy  to  prove  to 
the  satisfaction  of  business  men  not  trammeled  by  preconceived 
notions  concerning  telegraph  methods  that  very  rapid  transmis- 
sion would  be  of  immense  advantage  to  the  telegraph  companies 
with  the  present  rates  for  messages  and  correspondingly  limited 
volume  of  correspondence.  But  this  is  no  part  of  my  argument. 
I  mention  the  fact  only  to  correct  misapprehensions  which  testi- 
mony that  has  been  given  here  tends  to  foster.  The  importance 
of  the  subject  for  the  purposes  of  this  investigation  lies  in  the  fact 
that  perfected  high-speed  methods  are  so  immensely  superior  in 
their  commercial  applications  and  efficiency  that  they  must  inevi- 
tably supersede  the  others  except  for  special  requirements.  In 
the  manuscript  of  an  article  entitled  "A  Study  of  the  Commercial 
Aspects  of  Machine  Telegraphy,"  a  copy  of  which  was  handed  to 
Chairman  Davis  some  time  ago,  the  comparative  costs  of  different 
operating  methods  for  diflferent  distances  are  given  in  tabular 
form  and  need  not  be  further  discussed  at  this  time.  Xow,  the 
interesting  point  is  just  here:  That  the  very  much  smaller  capital 
investment  required  for  a  high-speed  system  and  the  material 
reduction  in  operative  costs,  together,  make  it  not  only  possible 
ito  effect  great  reductions  in  charges  for  messages,  but  renders  such 
reductions  highly  advantageous  to  the  operating  company  as  a 
matter  of  sound  business  and  profit. 

The  effect  of  reducing  rates  upon  the  volume  of  correspondence 
has  been  abundantly  and  conclusively  demonstrated  by  the  experi- 
ence of  different  countries.  The  data  are  available  and  indis- 
putable, showing  that  the  volume  of  correspondence  increases  in 
astonishingly   large   proportion    as   compared   to   the   amount   of 
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reduction  in  rates.  It  is  this  increase  in  general  correspondence 
that  is  confidently  relied  upon  by  the  advocates  of  rapid  methods 
to  ensure  their  commercial  success.  And  just  here,  you  have 
presented  the  wide  divergence  of  views  between  the  conservatives 
and  the  insurgents  in  this  field.  The  present  volume  of  com- 
mercial correspondence  carried  by  the  telegraph  companies  at  high 
rates  is  no  proper  measure  of  what  is  available  at  much  lower 
rates,  and  might  be  left  out  of  consideration  in  view  of  the  immense 
business  now  wholly  undeveloped. 

Some  objections  have  been  raised  in  the  testimony  to  the  use 
of  punched  tapes  for  transmission  machines,  but  only  a  few  years 
ago  the  criticisms  would  have  been  much  less  gentle  and  kind. 
The  Committee  will  recall  that  both  the  Wheatstone  and  the  Bar- 
clay machines  are  operated  with  punched  tapes,  and  the  introduc- 
tion of  the  last-named  apparatus  is  the  chief  cause  of  a  great 
change  of  sentiment  regarding  the  use  of  tapes  —  an  innovation 
in  methods  which  has  been  opposed  by  the  Western  Union  for 
many  years,  and  only  tolerated  for  the  Wheatstone  because  of 
necessity.  Quoting  now  from  the  record,  Colonel  Clowry  says: 
"  We  have  the  Barclay  all  over  the  United  States."  *(Page  1024.) 
*'  We  use  the  Wheatstone  only  in  two  stations,  between  Chicago 
and  San  Francisco  and  New  York  and  Xorth  Sydney,  Nova  Sco- 
tia, when  we  get  a  congestion.  It  is  very  rapid;  but  you  can  lay 
down  a  Morse  message  in  Chicago,  one  message  ready  for  delivery, 
while  you  are  punching  for  the  Wheatstone,  then  it  has  to  go  and 
be  copied.  When  we  get  a  congestion,  it  is  very  rapid  on  the  wires 
and  saves  wires,  but  the  intention  is  to  have  wires  enough  on  all 
occasions."     (Page  1025.) 

Here  is  a  clear  declaration  that  the  Wheatstone,  because  of 
its  extra  speed,  is  useful  when  there  is  a  congestion  of  business. 
It  naturally  follows  that  if  there  were  not  so  many  wires,  the 
Wheatstone  would  be  a  necessity.  So  it  becomes  a  question 
whether  it  is  better  to  run  a  new  wire  to  provide  for  increase  of 
business  or  to  put  on  Wheatstone  machines.  Now,  gentlemen, 
what  do  you  think  about  that?     It  is  not  a  question  involving 
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technical  knowledge  of  telegraphy;  it  is  simply  a  pure  question 
of  business  policy  and  judgment.  Which  is  cheapest,  a  new  wire 
500  or  1,000  miles  in  length,  or  new  station  apparatus  to  better 
utilize  the  old  wire  ?  And  remember,  also,  that  the  old  wire  is  not 
carrying  10  per  cent,  of  the  business  that  it  can  be  made  to  carry. 

The  policy  of  the  telegraph  companies  has  been  and  still  is  to 
put  up  the  additional  wire,  thus  making  it  possible  to  do  the 
immense  telegraph  business  of  this  country  by  the  most  primitive 
and  expensive  methods.  Without  going  deeper  into  this  matter 
here,  let  me  again  refer  to  the  manuscript  in  the  hands  of  Senator 
Davis,  in  which  the  subject  is  dealt  with  more  at  length. 

As  regards  the  "  intention  to  have  wires  enough  on  all  occa- 
sions," regardless  of  expense,  it  should  be  known  that  there  are 
many  occasions  when  the  wire  system  is  quite  inadequate  to  trans- 
mit the  news  without  Wheatstone  instruments  in  considerable  num- 
ber. While  this  might  be  regarded  as  a  condition  of  congestion 
requiring  special  treatment,  my  contention  is  that  it  is  a  condition 
that  ought  to  become  normal  and  not  exceptional,  for  the  wire 
system  is  sufficient  if  the  transmission  were  better.  Permit  me 
to  make  a  quotation  from  an  unpublished  article  of  my  own^ 
which  serves  to  illustrate  the  inadequacy  of  the  present  service : 

"When  Commander  Peary  arrived  at  Indian  Harbor  on  his 
return  from  the  Korth  Pole,  he  sent  a  wireless  telegraph  message 
of  8,000  words  to  the  New  York  Times.  An  account  of  the  trans- 
mission of  that  message  over  telegraph  and  cable  lines  was  printed 
in  the  Times  under  the  heading  *A  Great  Feat  in  Telegraphy.' 
The  greatness  of  the  feat,  or,  more  correctly,  the  difficulties  under 
which  it  was  accomplished,  are  indicated  in  the  following  quota- 
tions : 

" '  To  get  the  great  message  to  New  York  required  four  relays 
and  three  days'  time,  and  was  the  hardest  part  of  the  big  under- 
taking. After  being  filed  by  Commander  Peary  at  Battle  Harbor, 
it  was  sent  to  Cape  Eay,  Newfoundland,  from  that  point  to  Port 
au  Basques  by  the  Newfoundland  Government  line,  thence  to 
Canso,  Nova  Scotia,  by  government  cable,  and  from  Canso  to  the 
Times  office  direct  by  Commercial  cable.  Two  of  these  relays 
were  over  single  lines,  which  caused  most  of  the  delay  in  trans- 
mitting. 


No.  38.]  849 

'^ '  The  operators  at  the  Times  office  and  at  different  relays 
have  to  work  in  relays.  Sometimes  no  more  than  a  few  words 
were  received  at  a  time,  and  in  other  instances,  two  or  three  hun- 
dred came  within  a  few  minutes.  In  this  way,  the  story  was  not 
complete  in  the  Times  office  until  late  in  the  night  of  Septem- 
ber 10th. 

"  *  This  work  was  accomplished  with  a  force  of  twenty  operators 
among  the  most  skilled  in  the  country,  and  it  is  said  by  telegraph 
officials  to  be  the  greatest  feat  of  its  kind  ever  performed  in  the 
history  of  telegraph  communication.' 

"  If  the  transmission  of  an  8,000-word  message  of  such  world- 
wide interest  and  exceptional  news  value  in  three  days  is  to  be 
regarded  as  ^  the  greatest  feat '  in  the  history  of  the  telegraph,  the 
fact  is  a  very  clear  demonstration  of  the  inadequacy  of  the  tele- 
graph as  a  means  of  communication.  It  is  significant  of  the  primi- 
tive conditions  of  the  telegraph,  that  with  the  limitation  of  ser- 
vice by  single  lines,  the  volume  of  business  carried  now  over  a 
wire  in  a  given  time  is  no  larger  than  the  antiquated  Morse  key 
methods  permitted  in  the  time  of  Professor  Morse. 

"  It  is  not  a  notable  achievement  in  telegraphy,  for  the  reason 
that  by  the  use  of  improved  methods  well  known  in  the  technical 
art  the  8,000  words  could  have  been  sent  over  those  single  lines 
in  less  than  ten  minutes,  and  with  more  accuracy  and  certainty 
than  by  the  slow  methods  used.  There  would  be  no  operators  to 
work  in  relays  for  a  long  drawn  out  transmission  by  the  methods 
of  the  Western  Union  and  Postal  Telegraph  companies.  In  the 
present  state  of  the  available  telegraph  art,  such  practice  is  quite 
as  absurd  as  would  be  the  typesetting  of  a  long  newspaper  story 
by  a  single  compositor." 

Coming  back  now  to  the  matter  of  opposition  to  high  speeds, 
why  should  not  the  telegraph  companies  hail  with  joy  a  method 
of  utilizing  their  expensive  conducting  system  by  the  sending  of 
1,000  or  2,000  words  a  minute?  Why  should  they  be  satisfied 
with  150  wbrds?  Why  should  they  not  eagerly  seek  to  gain  the 
advantages  of  high-speed  methods?  Although  Mr.  Mackay,  in 
his  most  admirable  testimony  before  the  Committee  (page  1090), 
assumed  otherwise,  and  thereby  gave  a  wrong  impression,  I  wish 
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to  say  liere  that  for  excellent  business  reasons  the  Delany  rapid 
system  is  not  and  has  not  at  any  time  been  subject  to  purchase 
by  the  established  telegraph  interests.  If  it  could  be  so  pur- 
chased it  would  undoubtedly  be  suppressed,  kept  out  of  use. 
Colonel  Clowry  says  "  They  tried  it  in  England  and  gave  it  up," 
but  this  is  a  mistake,  for  it  was  never  tried  there  or  in  any  foreign 
land. 

The  reason  why  the  companies  do  not  want  a  rapid  system  is 
partly  indicated  by  such  testimony  as  this:  Colonel  Clowry  says: 
"  Ours  is  a  one-message  business.  We  cannot  hold  messages  imtil 
we  get  2,000  words  a  minute.  We  have  to  send  the  message  off 
when  it  comes  in."  Again,  he  says:  "  What  we  want  is  something 
that  will  send  one  message  at  a  time.  Messages  go  up  into  our 
operating  room  and  we  cannot  hold  them  until  we  get  forty  or 
fifty."  This  is  remarkable  testimony.  It  would  be  preposterous 
to  hold  any  message,  since  each  one  is  instantly  sent  to  a  tape- 
puncher  and  immediately  transmitted,  precisely  as  with  a  Wheat- 
stone  or  Barclay  machine.  I  doubt  if  any  telepost  office  is  yet 
receiving  1,000  words  a  minute,  yet  the  machines  are  operating  at 
that  speed,  sending  messages  as  they  come  in,  and  the  promptness 
of  the  message  has  been  so  noticeable  as  to  receive  commendation 
from  patrons.  The  fact,  then,  is  this :  Wherever  high-speed  meth- 
ods can  be  advantageously  used,  that  is  to  say,  where  the  mag- 
nitude of  the  business  is  greater  than  can  be  carried  by  one  Morse 
or  Barclay  printer  wire,  they  are  as  well  adapted  to  one-message 
business  as  the  Morse  key.  This  particular  feature  is  also  fully 
explained  in  the  manuscript  already  referred  to. 

Since  the  one-message  argument  fails  to  convince  or  to  explain 
the  opposition  to  high-speed  operating,  we  must  seek  a  better  one. 
In  the  early  days  of  telegraphy  the  only  means  known  to  increase 
facilities  was  by  adding  wires,  and  the  same  means  has  been  fol- 
lowed ever  since.  This  is  the  real  reason  —  this,  and  a  desire  to 
perpetuate  the  Morse  key  art  —  that  has  bred  a  conservatism  in 
telegraph  circles  which  has  been  an  effective  bar  to' improvement 
in  the  service  and  made  it  the  one  conspicuous  anachronism  in  an 
age  of  industrial  progress. 

Gentlemen,  I  thank  you  for  your  attention. 
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U.  N.  Bethell,  called  as  a  witness,  being  duly  sworn,  testi- 
fied as  follows: 

By  Mr.  Page: 

Q.  You  are  an  officer  of  the  New  York  Telephone  Company? 
A.  Yes,  sir. 

Q.  And  what  is  the  title  of  your  office  ?     A.  Vice-president. 

Q.  Are  you  also  manager  of  the  company,  or  is  there  someone 
else  having  the  title  of  manager  ?  A.  Someone  else  has  the  title  of 
general  manager. 

Q.  Who  is  the  executive  head  of  the  company  ?  A.  Theodore  N. 
Vail. 

Q.  He  is  the  president  ?    A.  He  is  the  president,  yes,  sir. 

Q.  And  in  his  absence  ?    A.  I  have  charge. 

Q.  You  are  in  charge  during  his  absence?     A.  Yes,  sir. 

Q.  You  are  in  charge  of  the  affairs  of  the  company  the  greater 
part  of  the  time,  are  you  not  ?  A.  Yes ;  all  of  the  departments 
report  to  me. 

Q.  Are  you  also  an  officer  of  the  American  Telephone  and  Tele- 
graph Company  ?    A.  No,  sir,  I  am  not. 

Q.  In  any  way  connected  with  that  company?  A.  In  no  way 
whatever,  except  as  a  stockholder. 

Q.  You  are  familiar  with  the  operations  of  both  companies? 
A.  To  some  extent  with  that  company,  and  I  am  with  the  New 
York  company.* 

Q.  You  are  familiar  with  the  operations  of  both  companies  so 
far  as  relates  to  their  joint  handling  of  messages  or  joint  traffic 
arrangement  ?    A.  Within  our  territory  ? 

Q.  Within  your  territory  ?    A.  Yes,  sir. 

Q.  You  have  an  arrangement  with  the  American  Telephone 
and  Telegraph  Company  in  regard  to  the  exchange  of  business  at 
New  York  city  ?    A.  Yes,  sir. 

Q.  WTiere  does  the  switching  take  place  of  long-distance  mes- 
sages originating,  say,  on  the  Island  of  Manhattan,  that  are  to  be 
transmitted  over  the  lines  of  the  A.  T.  and  T.  Company  ?  A.  The 
New  York  Telephone  Company  owns  the  switching  apparatus,  the 
central  office  equipment  for  handling  long-line  traffic  in  New  York ; 
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it  owns  the  pole  lines  to  the  limits  of  the  old  New  York  territory  j 
that  is,  roughly,  thirty-three  miles  from  the  City  Hall. 

Q.  That  is,  in  every  direction  ?    A.  In  every  direction. 

Q.  A  circle  was  drawn  around  the  city?  A.  Yes;  when  this 
territory  was  first  licensed  a  circle  was  drawn  about  the  City  Hall^ 
thirty-three  miles,  and  it  included  also  all  of  Long  Island  and  all 
of  Monmouth  county,  New  Jersey. 

Q.  That  was  in  the  New  York  Telephone  Company's  territory  i 
A.  The  original  territory. 

Q.  In  the  original  territory?  A.  Yes.  Answering  your  direct 
question,  the  switching  is  done  at  the  equipment  of  the  New  York 
Telephone  Company  in  Manhattan. 

Q.  Is  there  more  than  one  switching  station  for  handling  what 
you  call  long-line  calls  ?    A.  Not  in  Manhattan ;  no,  sir. 

Q.  And  whereabouts  is  that  located?  A.  At  18  Cortlandt 
street. 

Q.  Is  that  the  location  of  the  general  offices  of  the  company? 
A.  The  location  of  the  general  offices,  yes. 

Q.  At  18  Cortlandt  street?  A.  Eighteen  Cortlandt  street  and 
15  Dey  street  are  substantially  the  same  group  of  buildings,  run- 
ning through  from  one  street  to  the  other. 

Q.  And  in  those  buildings  are  the  offices  of  the  New  York 
Telephone  Company?    A.  Yes,  sir. 

Q.  And  also  the  office  of  the  American  Telephone  and  Tele- 
graph Company  ?  A.  The  executive  offices  of  the  American  Tele- 
phone and  Telegraph  Company. 

Q.  Within  the  State  of  New  York  has  the  American  Tele- 
phone and  Telegraph  Company  any  lines  south  of  a  point  lying 
thirty-three  miles  north  of  the  City  Hall  ?  A.  There  might  be  — 
this  is  a  radius,  you  remember ;  that  is,  it  is  thirty-three  miles,  and 
there  might  be  a  point  south  of  Middletown  somewhere  that  would 
be  south  of  the  extreme  of  this  circle  north. 

Q.  There  might  be?  A.  There  might  possibly  be  a  point 
through  there,  but  I  don't  know  of  any. 

Q.  Has  the  American  Telephone  and  Telegraph  Company  any 
long-distance  lines  on  Long  Island  ?  A.  No ;  those  are  New  York 
Telephone  Company  lines. 
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Q.  How  many  long-distance  lines  are  there  extending  north 
from  the  city  of  New  York  within  this  State,  north  or  northeast- 
erly ?    A.  You  mean  circuits  ? 

Q.  No;  how  many  pole  lines  for  long-distance  work?  A.  I 
donH  know  that  I  quite  understand  your  question.  Running 
northeast  ? 

Q.  North  or  northeast  ?  A.  Of  course,  those  all  go  out  by  way 
of  subways  to  the  limit  of  New  York  city,  and  then  they  take 
pole  lines.  The  exact  number  I  would  not  be  able  to  tell,  but 
the  general  manager  of  the  company  can  give  you  that  informa- 
tion ;  or  I  will  be  very  pleased  to  supply  it. 

Q.  And  the  general  manager  of  the  company  is  who?  A.  Mr. 
Thurber,  who  is  present  here,  summoned  for  this  morning. 

Q.  And  could  you  give  any  information  in  regard  to  the 
number  of  circuits  there  ?  A,  No.  I  cbuld  make  a  poorer  guess 
as  to  the  number  of  circuits  than  as  to  the  other  information. 

Q.  Is  Mr.  Thurber  more  familiar  with  the  details  of  the  opera- 
tion of  the  company  than  you  are  yourself?  A.  Yes,  sir.  Mr. 
Thurber  has  charge  of  the  operating  department,  construction 
lines  and  their  maintenance,  the  handling  of  the  traffic  and  the 
ordinary  commercial  department,  as  we  call  it. 

Q.  He  is  the  absolute  head  of  that  department  ?    A.  Yes,  sir. 

Q.  And  he  reports  to  you  ?    A.  Yes,  sir. 

Q.  And  you  have  merely  an  executive  supervision  of  his  work  ? 
A.  Yes,  sir. 

Q.  Do  the  matter  of  complaints  come  to  you  or  to  Mr.  Thur- 
ber?    A.  Mr.  Thurber. 

Q.  He  would  be  more  familiar  with  that  ?    A.  Yes,  sir. 

Mr.  Page  :  If  you  will  step  aside,  I  will  call  Mr.  Thurber  and 
inquire  about  those  matters  of  him. 

HowAKD  F.  Thurber,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

By  Mr.  Page:  ^ 

Q.  You  are  the  general  manager  of  the  New  York  Telephone 
Company  ?    A.  Yes,  sir.  •    ! 
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Q.  And  have  been  for  how  long  ?  A.  Roughly,  I  should  say  five 
years.    I  really  do  not  recall  the  precise  date. 

Q.  It  is  practically  that  ?    A.  Yes. 

Q.  How  long  have  you  been  connected  with  the  company  ?  A. 
Since  1890 ;  that  is,  the  company  and  its  predecessors. 

Q.  In  what  capacity  were  you  first  connected  with  the  com- 
pany? A.  I  was  one  of  the  assistants  in  the  engineering  depart- 
ment. 

Q.  An  assistant  ?    A.  Yes,  sir. 

Q.  And  how  long  did  you  remain  in  that  position  ?  A.  About 
a  year  and  a  half. 

Q.  And  then  what  position  did  you  have  ?  A.  General  super- 
intendent. 

Q.  And  what  were  your  duties  as  general  superintendent?  A. 
I  was  in  charge  of  the  construction,  maintenance  and  the  traffic 
work  of  the  company. 

Q.  Well,  what  is  that  —  building  lines  or  installing  switch- 
boards, or  both  ?    A.  Both. 

Q.  What  were  your  duties  prior  to  that  time,  when  you  were  in 
the  engineering  department  ?  A.  I  had  charge,  or  at  least,  more 
properly,  assisted  in  the  designing  of  telephone  apparatus,  new 
buildings  and  switchboards  —  general  engineering  work, 

Q.  How  long  were  you  superintendent  ?  A.  I  was  superintend- 
ent until  the  office  of  general  superintendent  was  eliminated  and 
the  duties  were  merged  with  the  general  manager's  office  as  a  con- 
tinuous proposition. 

Q.  And  that  was  about  five  years  ago?  A.  That  would  be  my 
estimate  of  it. 

Q.  And  then  you  were  elected  or  appointed  the  general  man- 
ager of  the  company  ?    A.  Yes,  sir. 

Q.  And  as  such  general  manager  are  you  familiar  with  all  of 
the  properties  of  the  company  ?    A.  In  a  general  way,  yes. 

Q.  And  are  you  familiar  with  the  business  of  the  company? 
A.  In  a  general  way,  yes. 

Q.  Complaints  made  in  regard  to  the  service  would  come  to 
you  ?  A.  Not  directly.  They  might  come  to  my  office,  or  if 
addressed   to   the  company  generally  might  be   referred   to  the 
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superintendent  of  traffic;  it  would  depend  upon  the  nature  of  tbe 
complaint. 

Q.  Do  yon  maintain  a  bureau  for  complaints?  A.  Not  a 
specialized  bureau.  Each  of.  the  departments  would  handle  com- 
plaints that  related  to  its  branch  of  the  work. 

Q.  There  is  no  one  place  where  the  users  of  the  telephone  are 
given  to  understand  that  they  can  make  their  complaints  and 
receive  courteous  attention?  A.  There  is  the  general  idea  that 
any  complaint  addressed  to  the  company  will  be  given  suitable 
attention.  There  is  no  one  department  that  pretends  to  take  care 
and  make  suitable  adjustments  on  every  kind  of  matter. 

Q.  That  is,  scattered  around  among  the  different  departments  ? 
A.  For  instance,  a  plant  matter  would  be  taken  care  of  by  a  plant 
agent. 

Q.  What  do  you  call  a  plant  matter?  A.  For  instance,  if 
there  was  difficulty  due  to  interruption  of  service,  delayed  connec- 
tion or  unsatisfactory  transmission,  that  matter  would  be  gone 
into,  corrected  and  explained  to  the  subscriber  by  representatives 
of  the  plant  department. 

Q.  And  you  are  head  of  the  plant  department?  A.  There  is 
a  superintendent  of  plant,  who  reports  to  me. 

Q.  And  what  is  his  name  ?    A.  Mr.  J.  A.  Stewart. 

Q.  Stewart?     A.  Stewart. 

Q.  I  will  take  some  other  kinds  of  complaints.  I  presume  you 
have  other  kinds,  haven't  you  ?     A.  Oh,  yes. 

Q.  Instance  one.  A.  Well,  take  the  case  of  traffic  complaints. 
A  man  states  that  he  was  unable  to  get  the  connection  that  he 
desired. 

Q.  Is  that  a  common  form  of  complaint  ?  A.  I  should  say  that 
was  a  usual  one,  yes. 

Q.  And  to  what  department  would  that  complaint  be  submit- 
ted ?    A.  The  traffic  department. 

Q.  Who  is  the  head  of  the  traffic  department?  A.  Mr.  E.  F. 
Sherwood. 

Q.  That  would  also  be  handed  along  to  you  if  it  was  of  any 
particular  importance  ?  A.  Yes ;  if  it  seemed  to  involve  anything 
other  than  just  routine  correction  of  a  difficulty,  I  would  probably 
see  It. 
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Q.  What  other  kind  of  complaint  do  you  have ;  that  is,  if  any  ? 
A.  There  is  another  general  —  of  course,  you  can  get  sub-details 
of  all  this  sort  of  thing  we  have  been  discussing,  but  there  will  be 
questions  relating  to  the  contract  or  .collection  end  of  the  work 
which  would  be  another  general  group. 

Q.  Contract  ?    A.  Yes,  the  contracts. 

Q.  In  regard  to  contracts  and  collections  ?    A.  Yes,  sir. 

Q.  That  is,  bad  debts  ?    A.  Well,  part  of  it,  yes,  sir. 

Q.  Something  of  that  sort  ?    A.  Yes,  sir. 

Q.  What  department  has  charge  of  that?  A.  That  is  what 
we  call  the  commercial  department. 

Q.  And  who  is  head  of  that  department?  A.'  Mr.  J.  S. 
McCulloh. 

Q.  What  is  his  title  officially  ?    A.  General  contract  agent* 

Q.  Do  you  have  any  other  kinds  of  complaints  than  those  you 
have  mentioned?  A.  I  think  that  the  three  general  groups  that 
I  have  indicated  cover  them  all. 

Q.  Do  you  ever  have  any  complaints  in  regard  to  the  cost 
of  service  —  why  do  you  hesitate ;  are  you  trying  to  think  ?  A.  I 
was  trying  to  think  as  to  just  what  exactly  —  yes,  we  have  com- 
plaints  stating  that  rates  are  too  high;  there  is  no  doubt  about 
that. 

Q.  Do  you  have  them  somewhat  frequently?  A.  Not  so  very 
frequent. 

Q.  They  don't  reach  you  ?    A.  I  don't  know. 

Q.  They  seem  to  have  reached  us.  Mr.  Kingsland,  who  ap- 
peared before  the  Committee,  made  a  statement  as  follows :  ''  My 
grievance  is  this:  When  the  rates  were  lowered  in  the  public 
stations  to  five  cents  a  call,  they  allowed  ours  to  remain  ten  cents. 
We  subsidized  the  telephone  by  paying  $2.50  whether  we  used 
the  telephone  or  not,  and  now  they  would  make  us  go  out  to  a  drug 
store  to  telephone  across  the  river,  to  save  five  cents."  And  the 
question  was  asked :  "  Just  what  do  you  mean  by  that  ? "  And 
the  answer :  "  Because  the  drug  stores  were  five  cents  to  telephone 
to  Harlem;  the  public  telephone  was  five  cents  and  from  our 
kouse,  across  the  way,  they  charged  us  ten  cents.  Q.  For  calling 
the  same  number?    A.  For  calling  the  same  number."    How  do 
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you  account  for  that,  assuming  that  it  is  true?    A.  May  I  refer 
to  the  papers  that  relate  to  Mr.  Kingsland's  remark  ? 

Q.  Surely.  I  think  that  was  the  Melrose  exchange.  A.  Yes. 
I  have  a  reference  to  it  here.  Mr.  Kingsland  had  originally  ser- 
vice at  $2  a  month,  which  included  the  Melrose  district  only,  as 
the  area  for  local  calls.  It  was  found  that  that  general  arrange- 
ment of  limiting  the  calls  to  one  district  was  not  particularly 
satisfactory  to  the  public,  so  that  we  made  in  October,  1905,  a 
new  scheme  of  rates  at  $2.50  a  month,  covering  the  Melrose  and 
Tremont  districts  both,  instead  of  the  single  district  before. 

Q.  What  was  the  effect  of  that,  to  give  the  subscribers  in  Mel- 
rose privilege  of  free  calls,  or  calls  for  their  monthly  rate  in 
Melrose  and  Tremont,  both?     A.  Yes. 

Q.  At  an  increased  cost  of  how  much  ?    A.  Fifty  cents  a  month. 

Q.  Six  dollars  a  year  ?    A.  Yes. 

Q.  And  did  the  same  scheme  apply  to  the  Tremont  district? 
A.  Yes;  the  same  scheme  applied  to  the  Tremont  district. 

Q.  You  increased  their  rates  at  the  same  time?    A.  Yes. 

Q.  Was  that  owing  to  any  general  demand  for  the  increased 
service  from  your  subscribers  ?  A.  The  effect  is  about  like  this : 
Back  of  1905,  the  Melrose  and  the  Tremont  districts  had  not 
grown  together.  They  were  in  a  way  individual,  self-contained 
areas;  then,  as  they  grew  together,  the  necessity  of  having  the 
communication  over  the  whole  area  rather  than  over  it  in  part^ 
became  more  pronounced. 

Q.  How  many  subscribers  did  you  have  in  Melrose,  at  the  time 
you  made  the  change  in  rates  ?  A.  I  don't  know.  I  could  prob- 
ably look  it  up  for  you.    I  haven't  the  information. 

Q.  Can  you  tell  about  how  many  you  had  in  the  Tremont  dis- 
trict?   A.  No,  sir. 

Q.  Do  you  know  whether  or  not  the  subscribers  in  the  Tremont 
district  generally  asked  for  the  change  connecting  them  with  Mel- 
rose and  giving  them  extended  service  at  an  increased  charge?" 
A.  I  know  that  the  change  was  very  well  received. 

Q.  You  also  know  that  you  have  not  answered  my  question^ 
don't  you  ?    A.  No,  sir,  I  did  not  appreciate  that. 
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Q.  (Question  repeated.)  A.  I  know  that  they  asked  for  the 
change  to  get  an  increased  area,  but  I  do  not  believe  at  any  rate 
that  they  asked  for  any  increased  charge. 

Q.  What  percentage  of  them  asked  for  the  increased  service? 
A.  I  don't  know,  sir. 

Q.  Do  you  remember  anyone  that  did  ?    A.  No,  sir. 

Q.  Then  how  do  you  know  they  asked  for  it  ?  A.  I  know  that 
the  change  would  not  have  been  made  without  some  moving  cause. 

Q.  The  moving  cause  might  have  been  in  your  office,  might  it 
not  ?    A.  I  don't  think  so. 

Q.  It  could  have  ?    A.  It  could  have  been,  yes,  sir. 

Q.  Those  things  have  happened  ?    A.  Yes,  sir. 

Q.  Rates  have  been  increased  without  any  demand  on  the  part 
of  the  public  for  the  increase;  service  has  been  extended  without 
any  demand  on  the  part  of  the  public  for  the  extension ;  isn't  that 
true ;  that  is,  you  have  simply  gone  ahead  and  done  things  as  you 
thought  you  ought  to  do  in  order  to  build  up  your  business? 
A.  Yes,  sir,  that  is  true. 

Q.  You  have  not  always  waited  until  the  public  came  around 
and  demanded  that  you  expand,  isn't  that  true  ?  A.  That  is  true, 
yes,  sir. 

Q.  You  have  gone  ahead  and  built  up  your  business  the  best 
you  could  ?    A.  Yes,  sir. 

Q.  You  have  increased  it  as  fast  as  you  could  ?    A.  Yes,  sir. 

Q.  Is  that  true?    A.  That  is  true,  yes. 

Q.  And  as  rapidly  as  you  thought  you  could  increase  the  rates 
you  have  increased  the  rates  in  some  territories?  A.  No,  sir,  I 
do  not  think  that  is  true. 

Q.  You  think  you  could  have  increased  them  more  rapidly  than 
you  have  and  kept  your  business  ?  A.  I  do  not  think  we  have  in- 
creased them,  sir. 

Q.  But  you  just  said  you  had  increased  them  in  Melrose  and 
Tremont  ?  A.  What  do  you  mean  by  increase  ?  You  mean,  give 
more  for  more  money;  it  is  an  increase  in  that  sense. 

Q.  How  many  of  your  subscribers  in  Melrose  asked  you  to  give 
them  service  over  into  Tremont  ?    A.  I  don't  know. 
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Q.  Do  you  believe  that  a  single  one  did?  A.  Asked  to  give 
service  in  Tremont? 

Q.  Yes,    A.  Yes,  sir. 

Q.  How  many  actually  asked  for  it  —  you  were  actually  asked 
for  it?  A.  I  believe  we  were  actually  asked  to  extend  the  area, 
yes,  sir. 

Q.  By  how  many  of  your  subscribers  in  Melrose  were  you 
asked  to  give  that  extended  service  ?    A.  I  don't  know. 

Q.  Can  you  tell  what  the  approximate  cost  of  that  extended 
service  was  to  the  company?    A.  No,  sir. 

Q.  Who  could  tell  that  ?    A.  I  don't  think  anyone  can  tell  it. 

Q.  Impossible  to  tell?    A.  Yes,  sir. 

Q.  How  did  you  arrive  at  the  increased  charge  for  it,  of  $6  a 
year  ?  A.  It  would  be  nothing  more  than  an  approximate  kind  of 
an  estimate;  the  scheme  of  charges  cannot  be  based  on  any  small 
local  condition. 

Q.  This  scheme  of  increase  only  applied  to  that  small  local 
situation,  didn't  it?    A.  Yes. 

Q.  Did  it  apply  to  other  parts  of  the  city  at  the  same  time? 
A.  I  don't  know  all  that  went  on  at  that  time;  I  could  not  tell 
you,  sir. 

Q.  Do  you  know  if  there  was  at  that  time  any  general  increase 
in  rates?    A.  No,  sir,  there  was  not. 

By  Chairman  Davis: 

Q.  You  probably  increased  it  just  as  high  as  you  believed  your 
subscribers  would  stand  for,  did  you  not  ?    A.  No,  sir. 

By  Vice-Chairman  Mebbitt: 

Q.  Were  there  other  enlarged  areas  established  along  about  the 
same  lime,  or  in  series  the  same  sort  of  thing  happening  as  hap- 
pened in  these  two  places  from  time  to  time  as  centres  grew  to- 
gether, as  you  said  happened  in  these  two  places?  A.  Yes,  that 
happens  every  once  in  a  while ;  these  small  centres  grow  together. 

Q.  You  based  your  increased  charge  on  what  you  thought  the 
traffic  would  bear,  I  suppose?     A.  You  are  giving  a  different 
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thing;  you  are  giving  service  over  a  wider  area,  and  the  rates  go 
with  the  increased  number  of  people  with  whom  connection  is 
made,  yes,  sir. 

By  Mr.  Page: 

Q.  That  does  not  quite  answer  Mr.  Merritt's  question.  HisF 
question  was,  did  you  increase  all  you  thought  the  traffic  would 
bear?    A.  I  said,  no,  sir. 

Q.  How  much  did  you  think  the  traffic  would  bear  ?  A.  I  don't 
think  I  can  answer  that  question. 

Q.  If  you  could  answer  the  previous  question  I  don't  see  why 
you  can't  answer  that.    A.   (No  answer.) 

Bv  Vice-Chairman  Merritt: 

Q.  You  don't  think  that  if  you  would  have  made  the  increase 
twice  what  you  did,  but  what  you  would  have  lost  more  business; 
it  must  have  been  a  matter  of  judgment,  that  is  all.  A.  It  is  a 
matter  of  judgment  in  this  way,  that  this  amount  of  increase 
would  be  received  as  being  equitable  in  view  of  the  increased  ser- 
vice that  is  given. 

Q.  Was  it  generally  so  received  ?     A.  Yes,  sir,  it  was. 

Q.  To  what  extent  were  such  complaints  as  those  of  Mr.  Kings- 
land  made  i  A.  I  know  this  about  Mr.  Kingsland,  that  he  wrote 
us  no  letter  on  the  subject;  we  heard  nothing  from  him  at  that 
time. 

Q.  There  were  not  many  such  complaints  received;  was  there 
any  general  fault  found  ?    A.  No,  sir,  I  don't  think  so. 

By  Mr.  Page: 

Q.  Mr.  Kingsland  stated  that  he  saw  one  of  the  contract  clerks 
at  150th  street  near  Third  avenue;  have  you  such  an  official  there? 
A.  The  contract  clerk? 

Q.  A  contract  clerk  at  150th  street  and  Third  avenue?  A.  We 
have  an  office  at  150th  street  and  Third  avenue;  there  are  un- 
doubtedly contract  clerks  there. 

Q.  So  that  he  might  have  seen  one  of  them  there  ?    A.  Yea,  sir. 
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Q.  Can  you  tell  how  much  you  increased  your  revenue  from 
those  two  districts  by  the  increase  in  rates  ?    A.  No,  sir. 

Q.  Is  there  any  way  that  you  could  determine  that?  A.  I 
think  so;  yes,  sir. 

Q.  The  books  of  the  company  are  so  kept  that  you  could  look 
back  to  that  time  and  see  how  much  ?  A.  It  would  be  a  matter  of 
investigation.     I  should  be  very  glad  indeed  to  try. 

Q.  I  don't  know  whether  it  is  worth  while.  I  thought  you 
might  be  able  to  turn  to  it  at  once.  A.  No,  sir,  I  couldn't  turn 
to  it  at  once. 

Q.  Could  you  tell  without  any  great  amount  of  investigation 
whether  or  not  you  lost  any  subscribers  on  account  of  the  increase, 
or  do  you  know  that  ?  A.  It  is  back  in  1905.  I  might  be  able  to 
determine  it.     I  couldn't  tell  without  investigation. 

Q.  The  Committee  received  a  complaint  from  Mr.  Guiterman, 
who  spoke  on  behalf  of  the  telephone  users  of  Marble  Hill.  Do 
you  know  where  that  section  is?  A.  Yes,  sir;  it  is  the  extreme 
north  of  the  Borough  of  Manhattan. 

Q.  Is  that  the  name  of  an  exchange  —  the  Marble  Hill  ex- 
change ?    Is  there  such  a  place  as  that  ?    A.  No,  sir. 

Q.  What  exchange  are  those  people  connected  with  ?  A.  Those 
people  are  connected  with  Kingsbridge. 

Q.  The  Kingsbridge  exchange?     A.  Yes,  sir. 

Q.  Mr.  Guiterman  states:  "We  are  charged  rates  as  being  in 
District  No.  3  as  we  are  connected  with  the  central  office  in  this 
district,  although  we  are  in  fact  a  part  of  Manhattan  Island 
geographically,  commercially  and  sentimentally,  which  is  in  Sec- 
tion No.  2."  Is  there  any  difference  in  the  rates  charged  in  Sec- 
tion No.  3  and  No.  2  or  Districts  No.  3  and  No.  2  ?  A.  Yes,  sir. 
Might  I  describe  the  general  situation? 

Q.  I  wish  you  would  describe  the  general  situation  up  there. 
A.  The  general  situation  is  this,  that  Manhattan  and  the  Bronx 
are  in  three  districts.  District  No.  1  being  considered  the  southern 
portion  of  Manhattan,  District  No.  2  the  northern  portion  of  Man- 
hattan, together  with  — 

Q.  Just  state  the  dividing  line,  if  you  will.  A.  District  1,  I 
think,  is  to  110th  street.  District  2  is  from  110th  street,  and  in- 
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eludes  the  lower  part  of  the  Bronx  —  I  don't  know  the  precise 
dividing  line  without  reference.  District  No.  3  is  the  northern 
part  of  the  Bronx.  Now,  if  you  will  remember  the  geography  of 
it,  the  Island  of  Manhattan  extends  up  rather  far  north  on  the 
northern  side  and  that  just  over  the  border  is  District  3  in  the 
Bronx.     The  physical  situation  with  reference  to  — 

Q.  District  No.  3  is  across  the  Harlem  river?  A.  It  is  across 
the  Harlem  river  and  it  is  the  northern  part  of  the  Bronx,  across 
the  Harlem  river. 

Q.  Part  of  the  Bronx  is  in  District  No.  2  ?  A.  Part  of  the 
Bronx  is  in  District  No.  2. 

Q.  Is  any  part  of  Manhattan  Island  in  District  No.  3  ?  A.  No, 
sir.  Well,  wait  one  minute.  No,  no  part  of  Manhattan  Island 
is  in  District  3. 

Q.  So  that  the  extreme  tip  of  the  island  is  in  District  2? 
A.  Some  df  the  people  —  this  Marble  Hill  section  —  are  very 
much  nearer.  That  is,  they  are  2,800  feet  only  away  from  the 
Kingsbridge  office,  which  is  in  the  Bronx. 

Q.  That  is  across  the  river?    A.  Across  the  river. 

Q.  The  Harlem  river?  A.  Yes,  and  they  are  25,000  feet  to 
the  nearest  office  to  the  south  to  which  they  could  be  put. 

Q.  How  many  feet  ?     A.  25,000  feet. 

Q.  About  five  miles?  A.  About  five  miles.  You  see  there  is 
quite  a  stretch  of  undeveloped  territory.  This  little  section  of 
Kingsbridge  developed,  telephonically,  very  rapidly. 

Q.  Would  the  connecting  of  those  people  with  District  No.  2 
with  an  exchange  in  that  district,  mean  the  building  especially 
for  the  Marble  Hill  district  of  five  miles  of  line  or  a  subway? 
A.  It  would  mean  that  those  circuits  would  have  to  be  extended 
for  those  five  miles;  and  it  means  more  than  that,  because  when 
the  circuits  are  of  that  length  with  a  common  battery  system  the 
transmission  is  not  very  good. 

Q.  Do  you  use  an  ordinary  battery  system  here  in  New  York  ? 
A.  We  have  the  common  battery  system. 

Q.  Not  the  cell  battery,  but  you  have  charging  apparatus  in 
your  central  stations  ?    A.  Central  energy ;  yes,  sir. 
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Q.  And  with  that  system  it  is  impossible  to  give  good  service 
over  five  miles  of  circuit  ?  A.  When  the  circuit  is  as  large  as  that 
the  transmission  is  considerably  reduced ;  yes,  sir. 

Q.  What  is  the  difference  between  that  method  of  transmission 
and  the  long  distance  method  which  sends  the  voice  or  allows  the 
reproduction  of  the  voice  to  be  heard  distinctly  a  thousand  miles 
away  ?  A.  Well,  there  is  this  difference :  That  five  miles  of  which 
we  speak  is  the  loop  from  the  subscriber's  service  to  the  point 
where  he  takes  up  this  energy;  that  is  to  say,  that  the  variation 
in  the  resistance  of  that  circuit  is  what  really  is  the  transmittinoj 
power  of  the  circuit.  From  the  central  office  point  on  the  condi- 
tions are  entirely  -a  different  matter.  For  instance,  with  a  man 
within  half  a  mile  of  the  central  office  you  can  then  produce  power 
of  transmission  which  can  be  reproduced  over  these  long  distance 
lines.  It  is  a  technical  engineering  matter  which  is  rather  difficult 
to  explain,  but  it  is  the  fact. 

Q.  Well,  if  you  can  send  out  the  electrical  energy  from  the 
central  station  over  a  long  distance  line  a  thousand  miles  in 
length,  why  can't  you  send  it  out  over  the  circuit  to  the  subscriber 
which  is  only  five  miles  off?  I  presume  there  is  a  reason,  but  I 
don't  understand  it.  I  think  you  might  make  that  clear.  A.  I 
will  do  my  best.  I  might  symbolize  it  in  this  way :  Suppose  you 
were  talking  within  three  feet  of  a  diapragm  to  which  a  wire  was 
connected,  and  to  be  heard  over  that  wire  by  means  of  vibration 
for  a  thousand  miles.  The  fact  that  you  were  very  close  to  that 
diaphragm  would  make  all  the  difference  in  the  world  as  to  whether 
your  voice  would  carry.  Suppose  you  were  on  the  other  side  of 
the  room  and  spoke  in  the  same  way  so  that  the  impulse  on  the 
diaphragm  here  would  be  so  much  weaker  that  it  wouldn't  transfer 
over  the  line  beyond  that  distance.  In  a  vague  way  that  is  the 
analogy  in  this  case  that  with  the  subscriber  close  to  the  central 
office,  really  the  intensity  of  the  transmission  in  the  central  office 
is  such  that  it  can  be  transmitted  over  these  long  distance  circuits. 
As  the  subscriber  is  away  from  the  Central  office  the  intensity 
diminishes. 

Q.  Well,  that  may  be  an  explanation,  but  it  does  not  seem  at 
all  clear  to  me.    That  is,  it  depends  upon  the  electrical  excitement 
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on  the  line,  doesn't  it,  rather  than  the  strength  of  the  voice  of  the 
person  speaking?  A.  I  have  just  the  same  difficulty  in  under- 
standing you  that  you  do  in  understanding  me,  sir. 

Q.  For  instance,  it  does  not  depend  upon  the  vibrations  of  the 
diapragm  in  the  instrument  wholly  ?     A.  No,  sir. 

Q.  It  depends  on  the  electric  current  there  is,  or  the  electric 
excitation  of  the  wire  —  the  electricity  in  the  wire.  The  elec- 
tricity gets  on  the  wire  from  the  central  station,  doesn't  it? 
A.  Yes,  it  does. 

Q.  If  it  does  get  on  from  the  central  station  then  it  does ;  if  it 
doesn't,  say  so.  A.  It  gets  on  from  the  central  station,  but  it  is 
the  variation  of  the  current  that  is  the  talking  current. 

Q.  The  current  varies  as  the  diaphragm  moves?     A.  Exactly. 

Q.  I  don't  understand  how  that  current  cannot  be  varied  just 
as  well  at  a  distance  of  five  miles  from  the  station  as  it  can  at  a 
distance  of  half  a  mile.  A.  Let  me  try  to  explain.  The  trans- 
mitter* has  in  it  a  certain  amount  of  electrical  resistance  which, 
as  you  talk  against  the  diaphragm  must  be  varied  a  certain 
amount.  The  line  wire  to  the  central  office  also  has  a  certain 
resistance  in  it  which  is  absolutely  dependent  on  the  length  of  the 
wire.  The  battery,  say,  is  at  the  central  point  As  you  talk  you 
can  vary  the  total  resistance  of  the  transmitter  so  that  you  vary 
the  amount  of  current  which  the  central  office  can  put  through  the 
wire,  and  that  variation  of  the  current  produces  the  talking  effect. 

Q.  At  the  other  end  of  the  line?  A.  Yes.  Now,  when  your 
transmitter  is  only  a  small  proportion  —  its  resistance  is  only  a 
small  proportion  of  the  total  line  resistance,  the  total  variation  in 
resistance  becomes  less  as  the  line  grows  longer,  so  that  as  the 
transmitter  is  moved  further  and  further  away  its  ability  to  vary 
the  amount  of  current  going  over  the  circuit  becomes  less  and  leas. 

Q.  Owing  to  the  greater  resistance  of  the  line?  A.  Yes,  the 
line  is  a  greater  proportion  of  the  total. 

Q.  That  explains  it  a  good  deal  better  than  the  other  does. 
That  is  understandable.  Is  not  the  northern  part  of  Manhattan 
Island  whose  subscribers  are  connected  with  District  No.  2  station 
further  from  District  No.  2  station  than  is  Marble  Hill?  A.  I 
don't  think  so.  I  would  have  to  make  a  detailed  examination  to  be 
sure. 
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Q.  Do  you  know  where  there  is  a  district  known  as  Inwood? 
A.  No,  sir,  I  don't  think  there  is  any  central  office  of  that  name. 
I  donH  place  it. 

Q.  With  what  exchange  are  the  subscribers  at  Spuyten  Duyvil 
connected?  A.  Spuyten  Duyvil  —  that  is  the  creek,  is  it  not, 
which  is  north  of  Manhattan? 

Q.  Well,  there  is  a  station  about  where  the  subway  crosses  the 
Harlem  river,  as  I  remember  it.  A.  I  don't  know.  I  would  be 
glad  to  find  out  for  you,  sir. 

Q.  That  is  a  part  of  the  New  York  city  system,  isn't  it,  or  is 
that  a  long  distance  place?  A.  Oh,  no,  that  is  part  of  the  New 
York  city  system. 

Q.  Now  we  have  some  complaints  in  regard  to  Richmond  Hill. 
You  have  seen  the  testimony  in  regard  to  that,  haven't  you  ?  A.  I 
don't  have  anything  here  that  seems  to  relate  to  Richmond  Hill 
particularly. 

Q.  Someone  from  Richmond  Hill,  Mr.  Siske,  testified  that  it 
cost  15  cents  in  addition  to  a  subscription  cost  of  the  telephonCr 
He  says:  "We  must  pay  15  cents  every  time  we  call  up  Man- 
hattan, which  is  distant  less  than  ten  miles,  and  every  time  we  call 
up  Brooklyn,  the  distance  of  which  is  less  than  two  miles,  we  must 
pay  10  cents.  We  call  for  parties  in  New  York,  we  don't  get  the 
party  that  we  wish  to  do  business  with,  he  is  out;  and  we  call 
again  and  still  don't  get  him,  and  possibly  the  third  time  before 
we  are  able  to  reach  our  party.  That  makes  45  or  maybe  60  cents 
to  transact  business,  and  it  seems  to  me  that  the  rate  of  cost  is  out- 
rageous. We  can  go  from  the  extreme  end  of  Jamaica  to  the  city 
and  back  for  10  cents."  So  I  judge  Richmond  Hill  is  out  Jamaica 
way  somewhere?    A.  Yes. 

Q.  What  do  you  say  to  that?  A.  The  first  proposition  seems 
to  be  this:  That  he  says  he  pays  10  cents  when  he  talks  over  a 
short  distance  into  an  adjoining  area.  As  far  as  I  know  there  is 
no  scheme  for  arranging  a  rate  so  that  the  people  who  are  in  one 
zone  and  another  zone  so  that  certain  people  won't  feel  they  are 
being  charged  a  higher  rate  for  the  distance  they  are  talking.  It 
seems  to  be  inevitable  in  any  scheme  of  toll  rates  graded  by  zones 
from  one  to  the  other. 
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Q.  It  sometimes  happens  that  one  subscriber  will  have  to  pay 
a  toll  rate  of  10  cents  in  order  to  talk  with  another  subscriber 
across  the  street?     A.  Yes,  sir,  it  might  happen. 

Q.  And  also  it  might  happen  that  a  man  would  be  charged  10 
cents  for  talking  with  another  subscriber  across  the  river? 
A.  Tes,  sir. 

Q.  In  fact  that  does  happen  ?    A.  Yes,  sir. 

Q.  Do  you  have  any  complaints  from  your  subscribers  in  regard 
to  the  charge  of  10  cents  from  Brooklyn  to  New  York  and  vice 
versa'i    A.  Yes,  sir. 

Q.  Very  many  complaints  ?    A.  Not  very  many ;  no,  sir. 

Q.  About  how  many  a  minute  ?    A.  I  don't  know,  sir. 

Q.  What  do  you  say  in  regard  to  this  general  complaint  that  it 
might  cost  him  60  cents  or  45  cents  in  order  to  transact  his  busi- 
ness where  the  rate  was  only  15  cents.  Do  you  charge  on  long 
distance  service  or  toll  service  for  getting  the  number  rather  than 
getting  the  party  ?  A.  The  suburban  toll  service  is  on  this  basis, 
that  there  is  a  five  minute  period  of  conversation  permitted,  not  a 
three  minute  period,  as  for  long  distance.  In  connection  with  that 
scheme,  if  we  get  the  number  called  for  the  charge  is  made.  I  can 
only  account  for  his  45  cent  proposition  on  the  basis  that  he  is 
talking  for  ten  or  fifteen  minutes. 

Q.  No,  but  he  says  he  calls  a  number  from  here  and  calls  for  a 
certain  individual  at  a  number.  You  get  the  number  but  not  the 
individual,  and  you  charge  him  for  a  call.     A.  Yes,  sir. 

Q.  And  he  repeats  that  several  times.  You  don't  undertake  to 
get  the  party  for  him,  you  only  call  the  number  for  him  and  let 
him  inquire  if  the  party  is  there  ?    A.  Yes,  sir. 

Q.  And  each  time  you  charge  him  for  a  message  ?    A.  Yes,  sir. 

Q.  What  is  the  average  length  of  your  suburban  toll  messages  in 
point  of  time  ?    A.  Just  about  three  minutes  and  one-tenth. 

Q.  Counting  in  that,  in  making  up  the  average,  the  messages 
where  there  are  no  conversations,  where  you  call  a  number  and  the 
party  is  not  there  ?  A.  No,  those  are  excluded.  It  would  be  a 
proposition  of  connections  completed. 

Q.  So  that  if  those  were  included  in  the  calculation  the  time 
would  be  less  than  that  ?    A.  Yes,  less  than  that. 
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Q.  Do  you  think  you  would  give  better  satisfaction  to  your  sub- 
scribers if  you  would  reduce  the  time  of  your  suburban  toll  mes- 
sages to  three  minutes  and  then  call  the  party  wanted  instead  of 
the  number  ?  A.  We  considered  that  very  carefully  some  years  • 
ago  and  concluded  that  we  would  not.  With  the  type  of  suburban 
traffic  there  is  here  'it  does  not  seem  to  be  such  a  critical  matter  to 
get  an  individual  in  most  cases.  A  person  calls,  say,  his  house, 
and  a  message  will  answer  if  given  to  the  person  who  answers 
the  telephone. 

Q.  Well,  the  party  calling  could  state  at  any  time  whether  any 
one  at  the  number  would  do  or  not.  In  that  way  you  would  give 
the  subscriber  the  option  of  talking  with  anyone  at  that  number  or 
getting  the  party.  You  don't  give  him  that  option  now,  do  you? 
A.  We  do  on  the  calls  that  are,  I  think,  over  25  cents.  He  has  the 
option  of  doing  it  on  particular  person  business  at  a  higher  rate  or 
doing  it  on  a  number  basis  at  a  lower  rate. 

Q.  If  the  price  charged  for  the  call  is  25  cents?    A.  Yes. 

Q.  That  means  the  minimum  rate  between  two  points?  A.  I 
think  that  is  it. 

Q.  There  must  be  a  minimum  rate  of  25  cents  or  more  in  order 
for  you  to  call  a  particular  party  to  the  telephone  ?    A.  Yes,  sir. 

Q.  Have  you  the  same  scheme  in  other  parts  of  the  State  in 
regard  to  toll  business  ?  A.  I  don't  think  the  same  scheme  exist& 
anywhere  else  although  I  am  not  sure  about  it. 

Q.  Your  opinion  is  that  elsewhere  in  the  State  on  all  toll  busi- 
ness you  call  the  particular  party  asked  for;  is  that  correct? 
A.  Yes,  the  other  places  are  smaller  places  and  haven't  the  subur- 
ban toll  business  of  this  character. 

Q.  It  goes  without  saying  that  the  other  places  in  the  State  are 
smaller  than  New  York;  but  you  don't,  as  a  matter  of  fact,  hold 
the  people  down  to  that  kind  of  service  in  other  places,  do  you,  in 
other  parts  of  the  State  ?     A.  No,  I  think  not. 

Q.  In  all  cases  there,  so  far  as  the  toll  business  is  concerned,  you 
call  for  a  particular  party  when  a  particular  party  is  asked  for, 
and  you  make  no  charge  unless  you  get  the  party  ?    A.  Yes. 

Q.  Now  you  have  found  that  for  some  reason  it  is  not  feasible 
to  do  your  toll  business  in  that  manner  here  ?  A.  May  I  make  a 
fairly  general  explanation  ? 
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Q,  Certainly.  A.  The  general  proposition  is  this:  That  you 
€5an  give  much  quicker,  more  efficient  service  when  you  do  it  on  a 
number  basis.  If  you  do  it  on  a  particular  party  basis  the  time 
of  getting  the  subscribers  is  more,  the  whole  scheme  of  the  use  of 
the  plant  is  less  efficient,  the  whole  operation  is  less  efficient,  and 
we  felt  that  giving  a  longer  time  of  talk  was  a  better  proposition 
l)oth  from  our  end  and  the  subscribers'  end.  That  system,  for 
jrour  information,  has  been  extended  and  followed  in  various  other 
of  the  large  cities  of  the  country  where  the  necessity  for  the  par- 
ticular person  called  within  the  suburban  area  of  the  city  is  get- 
ting to  be  rather  generally  recognized. 

Q.  That  is  the  necessity  for  eliminating  it,  I  suppose  ?     A.  Yes. 

By  Chairman  Davis: 

Q,  You  could  increase  the  time  from  five  to  ten  minutes  as  long 
as  you  didn't  get  the  party  for  the  individual,  without  any  hard- 
ship to  your  company,  could  you  not,  or  the  wear  and  tear  of  your 
appliances?    A.  Yes. 

By  Mr.  Page: 

Q.  Is  it  true  that  the  toll  business  of  the  company  in  the  Man- 
hattan suburban  toll  district  —  is  that  the  right  name,  is  that 
^hat  you  call  it  ?    A.  I  call  it  suburban  toll  area ;  yes,  sir. 

Q.  The  suburban  toll  area?  All  of  the  toll  business  substan- 
tially in  that  area  is  done  over  your  regular  subscribers'  lines? 
A.  Would  you  please  explain  what  you  mean  by  over  our  regular 
subscribers'  lines? 

Q.  It  would  not  seem  that  that  needed  very  much  explanation. 
A.  If  vou  mean  that  the  business  is  done  by  individual  sub- 
scribers  calling  other  individual  subscribers  why,  of  course,  that 
is  80,  but  there  is  a  special  toll  plant  from  which  those  subscribers' 
9ines  are  connected. 

Q.  That  is,  you  have  some  trunk  lines  connecting  different  ex- 
changes with  all  the  other  exchanges  ?    A.  Yes,  sir. 

Q.  Well,  you  have  that  on  the  Island  of  Manhattan  in  District 
3fo.  1  for  your  regular  subscribers?     A.  Yes,  sir. 
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Q.  You  have  the  same  apparatus,  haven't  you,  there  ?  That  is, 
a  subscriber  above  22nd  street  talking  with  a  subscriber  on  Wall 
street  has  to  be  connected  through  trunk  lines  from  one  exchange 
to  another?     A.  Yes,  sir. 

Q.  Now,  what  different  arrangement  have  you  for  doing  your 
toll  business  within  this  area  ?  A.  The  toll  business  is  of  consider- 
able volume  and  short  distances.  The  general  methods  are  almost 
those  of  the  local  service.  When  the  volume  of  the  traffic  is  less 
the  toll  business  is  all  centered  and  operated  in  a  toll  board  in  the 
city.  In  the  longer  haul  suburban  toll  traffic  the  circuits  are  espec- 
ially designed  and  constructed  for  transmitting  over  longer  dis- 
tances. 

Q.  Well,  is  the  labor  involved  in  making  a  connection  from 
your  nearest  exchange  in  Brooklyn  which  is  what  —  what  is  the 
nearest  exchange  in  Brooklyn  ?     A.  The  main  office  in  Brooklyn. 

Q.  The  one  that  is  nearest  to  this  point,  is  that  Brooklyn  main  ? 
A.  Yes. 

Q.  Suppose  you  are  connecting  Brooklyn  main  or  a  subscriber 
in  that  exchange  with  a  New  York  subscriber  at  the  Cortlandt 
exchange.     A.  Yes,  sir. 

Q.  Would  the  labor  involved  in  making  that  connection  be  any 
more  than  it  would  be  to  connect  a  subscriber  to  the  Murray  Hill 
exchange  with  the  Cortlandt  exchange  ?  A.  Not  noticeably  morcj^, 
no.    There  is  an  additional  record  that  is  kept. 

Q.  Would  it  be  measurably  more  ?    A.  It  is  just  measurably. 

Q.  About  how  much?  A.  Well,  the  thing  has  been  computed 
in  this  way,  that  the  operators  who  do  that  sort  of  work  only,  gay,, 
do  about  90  per  cent,  of  what  they  would  on  the  other  basis.    . 

Q.  And  that  is  because  they  have  to  keep  a  record  of  the  toll 
charge  ?    A.  Yes,  sir.    The  whole  physical  connection  is  the  same. 

Q.  If  they  didn't  make  any  record  of  the  toll  charge  the  labor 
involved  would  be  identically  the  same  in  each  case,  wouldn't  it  ? 
A.  Yes,  sir. 

Q.  What  does  your  subscriber  over  in  Brooklyn  at  the  main 
exchange  there  pay- per  year  for  his  service  ?  That  is,  what  is  the 
maximum  charge?  A.  The  scheme  of  the  message  schedule  for 
business  there  is  the  same,  or  practically  the  same,  as  it  is  in. 
Manhattan. 
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Q.  Practically  the  same  as  in  Manhattan?    A.  Yes. 

Q.  And  is  the  investment  over  there  any  more  than  it  is  here  ? 
A.  I  should  say  it  was  practically  the  same.  It  probably  may  be 
a  little  more.    The  section  of  the  city  is  undeveloped  as  yet 

Q.  Then,  if  you  should  eliminate  the  time  spent  in  making  the 
record  of  the  call  from  Brooklvn  to  the  Cortlandt  street  subscriber, 
you  could  give  that  service  at  exactly  the  same  price  as  you  can 
give  the  service  from  Murray  Hill  or  Lenox  exchange  or  any  of 
the  exchanges  in  District  If o.  1  ?  A.  No,  that  does  not  follow 
at  all. 

Q.  Just  tell  the  Committee  why  it  does  not  ?  A.  May  I  explain 
the  situation? 

Q.  Surely.  A.  All  right,  sir.  Take  the  proposition  as  a  whole, 
say  Manhattan,  Brooklyn,  Bronx  and  Queens.  You  have  got  a 
certain  total  investment,  a  certain  total  maintenance,  and  a  mainte- 
nance charge  and  operating  charges.  On  that  scheme  of  invest- 
ment and  with  the  existing  scheme  of  rates  you  make,  say,  so  much 
money.  Now,  it  is  a  proposition  in  the  continuing  of  a  toll  charge 
which  is  of  the  distribution  of  the  load  —  if  you  take  all  of  the 
revenue  which  is  now  produced  as  toll  and  add  it  on  to  the  local 
rates  that  are  charged  it  would  be  this:  That  you  would  have  a 
somewhat  higher  average  scheme  of  rates  that  everybody  in 
Brooklyn  would,  in  order  to  avoid  discrimination,  have  to  pay  the 
same  as  everybody  in  Manhattan.  That  further,  the  scheme  of 
traffic  in  Manhattan  is  reasonably  self  contained,  that  is,  people 
are  about  as  likely  to  call  one  portion  as  another.  That  isn't  true 
to  the  same  extent  in  Brooklvn,  so  it  seems  to  us  it  is  a  better 
proposition  to  make  those  charges  individual  to  the  people  who 
want  to  talk,  rather  than  to  distribute  them  over  the  number  of 
subscribers  as  a  whole. 

Q.  How  much  difference  would  it  make  in  the  percentage  on 
capital  in  return  for  the  eliminating  the  10  cent  call  between 
Brooklyn  and  Manhattan  and  giving  the  same  sort  of  service  that 
you  give  between  one  part  of  Manhattan  Island  and  another  part  ? 
A.  Would  all  the  Brooklyn  rates  be  raised  to'  Manhattan  rates  ? 

Q.  Well,  assume  that  they  are.  A.  It  would  make  a  very  ser- 
ious difforenro.     I  couldn't  tell  without  computing  it. 
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Q.  Well,  now,  suppose  that  the  Brooklyn  subscribers'  rates, 
speaking  of  monthly  rates,  remain  as  they  are.  What  difference 
would  it  make?  A.  That  difference  would  be  more  accentuated. 
I  can't  tell  you. 

Q.  What  is  the  amount  collected  for  toll  messages  per  year  be- 
tween Brooklyn  and  Manhattan  ?    A.  It  is  about  $1,700,000. 

Q.  Well,  do  you  figure  that  that  is  an  income  solely  on  the 
cables  crossing  the  river?  A.  No,  sir.  As  I  stated,  I  figure  the 
proposition  as  a  whole  for  the  service  of  the  city.  I  haven't  tried 
to  do  any  discrimination  or  state  that  this  is  a  particular  income 
xm  the  total  investment. 

By  Vice-Chairman  Mekkitt: 

Q.  Did  you  mean  in  saying  $1,700,000,  that  that  was  the 
amount  of  the  10  cent  toll  in  addition  to  the  service  ?    A.  No. 

Q.  That  is  the  question  I  understood  Mr.  Page  to  ask  —  the 
gross  amount  derived  from  the  10  cent  tolls.  A.  No,  that  is  not 
derived  from  the  10  cent  toll.  That  is  the  gross  revenue  relating 
to  the  toll  service  between  Brooklyn  and  Manhattan. 

By  Mr.  Page: 

Q.  That  was  what  my  question  covered,  that  is,  between 
Brooklyn  and  Manhattan  and  between  Manhattan  and  Brooklyn. 
A.  Yes,  sir. 

Q.  And  vice  versai    A.  Tes,  sir. 

Q.  The  total  gross  tolls  were  how  much  ?  A.  About  $1,700,000. 
Of  course  you  must  remember  when  you  speak  of  that  as  a  10  cent 
toll,  that  commuted  rates  on  tolls  go  down  as  low  as  6  cents ;  that 
is,  there  is  a  varying  scale  of  6  to  10  cents  according  to  the  use. 

Q.  How  is  that  reduction  obtained?  A.  By  the  people  who 
have  considerable  use  for  the  service  agreeing  to  send  so  many 
naessages  per  month.  We  arrange  to  charge  for  them  on  this 
■descending  scale  according  to  the  number  of  messages  which  they 
agree  to  send.  A.  Is  there  any  toll  charge  between  exchanges  in 
District  No.  1,  Manhattan,  and  District  No.  2,  Manhattan? 
A.  No,  sir;  that  is  a  local  message. 
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Q.  Is  there  any  toll  charge  on  messages  between  District  No.  1, 
Manhattan,  and  District  No.  3?    A.  Yes,  sir. 

Q.  What  is  that  charge  ?    A.  I  think  that  is  10  cents. 

Q.  Is  that  one  of  the  charges  that  was  recently  reduced? 
A.  No,  sir.    I  think  it  has  been  that  way  for  some  time. 

Q.  There  were  some  toll  charges  reduced  within  the  past  six 
months,  were  there  not  ?    A.  Yes,  sir. 

Q.  What  are  they  ?  A.  Generally  it  was  the  inner  zone  of  toll 
rates.  I  think  it  was  Mt.  Vernon,  Yonkers,  New  Rochelle;  then 
there  was  the  series  over  in  New  Jersey  of  Jersey  City,  Hoboken, 
Newark,  Montclair  and  the  things  directly  depending  on  them. 
Of  course  I  don't  recall  the  whole  schedule  in  detail. 

Q.  There  was  a  general  reduction?    A.  Yes,  sir. 

Q.  What  was  the  reason  for  that  ?  A.  The  reason  for  that  was 
this :  We  felt  that  those  toll  charges  were  out  of  proportion,  that 
we  could  aiford  to  make  the  reduction  and  that  that  was  where 
the  existing  schedule  was  most  unbalanced. 

Q.  How  much,  if  any,  has  your  income  from  those  stations  in- 
creased as  the  result  of  that  reduction  ?  A.  It  is  too  early  to  tell 
yet. 

Q.  You  are  keeping  an  account  of  it  to  see?  A.  Oh,  yes,  we 
will  know  that  in  the  course  of  some  months. 

Q.  You  expect  it  will  increase,  do  you  not?    A.  Yes,  sir. 

Q.  Suppose  you  should  reduce  the  price  of  the  message  between 
Brooklyn  and  New  York,  would  that  increase  your  revenue? 
A.  Yes,  I  should  say  generally  any  reduction. 

Q.  Why  don't  you  reduce  it?  A.  I  beg  pardon?  I  thought 
you  were  referring  to  traffic.    You  say  increase  the  revenue  ? 

Q.  Increase  the  revenue?    A.  I  don't  know. 

Q.  You  think  it  might?  A.  Of  course  there  are  limits.  It 
might,  if  it  was  reduced  slightly.  If  it  was  reduced  materially  it 
surely  wouldn't.    It  is  wholly  a  quantitative  question. 

Q.  Suppose  it  was  reduced  to  5  cents,  don't  you  think  that  that 
would  increase  the  revenue  on  account  of  the  increase  in  business  I 
A.  I  don't  know. 

Q.  What  do  you  think  about  it?  A.  ^ly  own  guess  would  be 
that  it  would  not;  but  at  the  same  time  I  say  I  don't  know.  It  is 
one  of  those  matters  that  is  purely  guesswork. 
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Q.  What  has  been  the  effect  of  your  giving  the  sliding  scale  for 
the  increased  number  of  messages  so  that  you  have  reduced  down 
as  low  as  6  cents  in  some  cases.  Has  that  increased  your  revenue  ? 
A.  I  don't  know.  That  scheme  has  been  in  effect  for  a  consider- 
able number  of  years. 

Q.  Don't  you  keep  any  track  of  it  ?  A.  We  may  have.  I  prob- 
ably may  be  able  to  ascertain,  but  I  don't  know. 

Q.  It  would  be  rather  interesting  to  know  that,  don't  you  think  ? 
A.  It  would  depend  whether  it  was  not  so  clouded  by  other 
elements. 

Q.  Including  the  growth  of  Brooklyn  ?    A.  Yes,  sir. 

Chairman  Davis:  Mr.  Page,  inquire  about  this  sliding  scale 
from  6  to  10  cents. 

Mr.  Page  :  I  understood  the  witness  to  say  that  that  depended 
upon  the  number  of  messages  used. 

Q.  Suppose  you  give  the  details  of  that.  A.  I  think  that  the 
schedule  was  given  you.  I  can't  recall  it  from  memory.  It  is  in 
the  general  schedule  of  rates  and  I  think  also  in  the  telephone 
•directory,  but  I  would  be  glad  to  submit  the  schedule,  of  course. 

Chairman  Davis:  It  is  probably  among  our  papers.  Don't 
waste  any  time  looking  for  it  now. 

Q.  Mr.  Brower,  who  was  a  witness  complaining  of  the  rate 
<;harged  between  Brooklyn  and  the  borough  of  ^Manhattan,  made 
this  statement :  "  Some  time  ago  when  the  Brooklyn  Company 
was  xmder  the  control  of  the  New  Jersey  Company,  I  applied  to 
them  and  asked  what  was  the  cause  of  this  great  charge  between 
Manhattan  and  Brooklyn,  and  they  informed  me  that  the  New 
Jersey  Telephone  Company  for  each  such  call  was  obliged  to  pay 
to  the  New  York  Company  5  1/6  cents  for  each  call."  Do  you 
Tcnow  if  that  is  true?  A.  I  don't  know  what  the  basis  of  adjust- 
ment between  the  two  companies  was.  There  was  some  scheme  of 
the  division  of  revenue.  I  would  be  glad  to  look  that  up  for  you 
:as  a  matter  of  history  if  you  would  like  it. 

Q.  Yes,  if  you  will  find  out  if  that  was  correct,  if  the  New 
Jersey  Company  did  pay  the  New  York  Company  5  1/6  cents  on 
each  call  from  Brooklyn,  and  if  that  arrangement  was  in  effect 
up  to  the  time  of  the  merger.    Which  was  it,  a  merger  or  a  con- 
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solidation  ?  A.  You  will  have  to  ask  the  legal  authorities  about 
that. 

Q.  The  witness  continued  as  follows :  "  At  the  present  time  the 
bills  are  billed  under  the  heading  of  the  New  York  Telephone 
Company  and  they  do  not  make  any  reduction.  They  still  charge 
10  cents  for  every  call,  and  it  seems  to  me  in  view  of  this  con- 
solidation and  the  usual  economic  propositions  that  follow  in  the 
wake  of  all  consolidation  that  some  reduction  of  this  charge  should 
be  made  to  Brooklyn  subscribers."  What  do  you  say  to  that? 
A.  I  have  explained  the  general  underlying  proposition  of  con- 
sidering the  revenue  and  expenses  of  it  as  a  whole.  The  com- 
panies were  in  very  close  operating  agreement  before  the  consoli- 
dation so  that  I  don't  feel  there  is  anything  inherently  in  the 
consolidation  proposition  that  aifects  the  situation. 

Q.  Do  you  feel  that  the  rates  are  so  low  now  that  any  reduction 
in  the  10  cent  rate  between  Brooklyn  and  New  York,  or  any 
material  reduction  of  the  rates  elsewhere  within  the  territory, 
would  mean  the  cutting  oif  of  dividends  on  the  company's  stock? 
A.  Cutting  off  of  the  revenue  from  the  toll  business  between  New 
York  and  Brooklyn,  would,  in  my  judgment,  be  a  very  serious 
matter,  yes,  sir. 

Q.  Would  it  necessarily  affect  the  rate  of  dividend  on  the  com- 
pany's stock  ?  A.  That  I  wouldn't  be  prepared  to  say  one  way  or 
the  other. 

Q.  What  do  you  think  about  it  ?  A.  I  really  have  no  opinion 
on  it. 

Q.  Could  you  invent  one  while  you  are  sitting  there?  A.  I 
don't  think  so. 

Q.  You  would  want  to  consult  with  other  officers  of  the  com- 
pany before  you  have  an  opinion  ?  A.  I  am  not  the  financial  offi- 
cers of  the  company. 

Q.  I  know  you  are  not.  You  are  the  general  manager.  You 
are  familiar  with  the  amount  of  the  capital  stock  and  with  the 
revenues  of  the  company.  I  am  quite  sure  you  are,  because  you 
just  stated  very  readily  the  exact  amount  of  revenue  received  from 
that  10  cent  rate,  and  you  are  probably  just  as  familiar  with  the 
revenues  received  from  other  sources.    Now  is  it  a  fact  that  yoir 
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don't  want  to  express  yourself  in  regard  to  that  until  you  have 
consulted  with  other  officials  of  the  company  ?  A.  It  is  a  fact  that 
I  haven't  any  opinion  on  the  matter  without  study. 

Q.  And  is  it  a  fact  that  you  decline  to  answer  my  last  question? 
A.  Would  you  please  let  him  read  the  last  question  ? 

Q.   (Repeated.)    A.  Yes,  I  think  so. 

Mr.  Page  :  That  is  to  the  point,  and  absolutely  fair  and  honest, 
I  think. 

By  Vice-Chairman  Mekritt: 

Q.  Do  I  understand  the  witness  to  mean  with  regard  to  the 
traffic  charge  between  Brooklyn  and  New  York  that  is  based,  so 
far  as  he  has  an  opinion,  on  the  physical  conditions  existent,  and 
he  don't  take  into  consideration  any  corporate  relations  that  might 
have  existed  or  continued  to  exist,  speaking  from  a  practical  oper- 
ating point  of  view  ?  A.  I  don't  take  into  consideration  any  cor- 
porate existence  which  did  exist,  no.  With  two  corporations  it 
was  the  only  natural  method  for  arranging  with  business  between 
them.  With  a  single  corporation  the  proposition  rests  on  its  gen- 
eral economic  merits. 

By  Mr.  Page: 

Q.  And  was  that  the  condition  prior  to  consolidation?  A.  It 
was  the  condition  only  as  related  to  operating  methods.  It  was 
not  the  condition  related  to  financial  adjustments  between  the 
companies. 

Mr.  Page:  As  the  usual  hour  for  adjournment  has  arrived  I 
suggest  that  we  now  adjourn. 

Chairman  Davis:  The  Committee  will  take  a  recess  until  2:30 
p.  m. 


AFTER  RECESS. 
By  Mr.  Page: 

Q.  Mr.  Thurber,  we  had  a  complaint  from  Dr.  Feuerstein,  in 
regard  to  the  rate  that  he  was  paying;  one  branch  of  his  complaint 
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was  that  "  out  of  the  600  calls  a  year  I'll  hardly  use  more  than 
forty  during  the  whole  year ;  500  —  the  least  —  go  for  nothing  in 
my  Brooklyn  office.  But  I  have  to  be  in  constant  communication 
with  my  New  York  office,  and  I'm  compelled  to  pay  for  each  and 
every  call  to  Manhattan,  extra  10  cents."  Is  there  any  way  that 
that  difficulty  could  be  adjusted,  so  that  he  could  get  Manhattan 
calls  up  to  the  value,  say  of  the  560  calls  that  he  was  entitled  to 
under  his  contract  ?  A.  He  is,  as  I  see  it,  in  a  peculiarly  unfortu- 
nate kind  of  position,  and  his  case  would  be  very  unusual.  I 
hardly  see  how  any  plan  of  that  kind  would  be  feasible  as  a 
general  plan. 

Q.  As  a  general  plan?  A.  I  recognize  that  his  case  has  very 
distinct  difficulties  in  his  particular  situation. 

Q.  That  is,  it  does  seem  to  you  that  he  has  a  real  grievance? 
A,  It  seems  to  me  that  it  is  very  unfortunate,  but  as  his  contract  is 
in  Brooklyn  and  he  goes  to  Manhattan  he  is  in  an  unfortunate 
situation  as  far  as  he  is  concerned. 

Q.  Isn't  there  any  way  that  could  be  remedied  ?  A.  I  don't  see 
how  to  remedy  it  generally,  if  one  can  remedy  an  individual  situa- 
tion of  that  kind  without  putting  one  in  for  all  the  contingent 
needs  that  might  grow  out  of  it. 

Q.  That  is,  without  making  a  new  rate,  that  would  get  things 
snarled  up  generally?    A.  Yes,  that  is  my  point  of  view  of  it. 

Q.  The  600  calls  is  a  minimum  rate,  isn't  it,  that  is,  you  make 
a  charge  of  so  much  per  year  and  give  the  subscriber  a  right  to  600 
calls?    A.  Yes,  sir. 

Q.  That  figures  out  how  much  per  call  ?  A.  On  the  basis  per 
call  that  figures  eight  cents  per  call. 

Q.  Why  should  the  subscriber  pay  more  per  call  than  the  user 
of  the  public  pay  stations  ?  A.  The  subscriber  has  certain  benefits 
which  the  public  pay  station  does  not  give. 

Q.  For  instance?  A.  He  has  his  incoming  traffic  without 
charge;  he  has  his  name  in  the  directory;  he  has  this  individual 
personal  use  of  the  instrument. 

Q.  What  do  you  consider  is  a  fair  price  for  the  subscriber  to 
pay  for  having  his  name  in  the  directory?  A.  When  it  is  asso- 
ciated with  the  doing  of  traffic,  as  it  is  in  these  apartment  houses. 
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I  think  we  have  made  a  charge  of  $3  a  year,  or  something  of  that 
type. 

Q.  That  is  a  new  service,  isn't  it,  that  you  have  recently  insti- 
tuted ?    A.  It  has  been  in  effect  two  or  three  years,  I  think. 

Q.  That  is,  any  one  living  in  an  apartment  house  and  having  an 
ejctension  phone  in  his  apartment,  can  be  listed  in  the  directory 
for  three  dollars  a  year  ?    A.  Yes,  I  think  that  is  right,  yes,  sir. 

Q.  Then  the  apartment  house  has  to  i)ay  you  for  the  extension 
how  much  per  year  ?    A.  Six  dollars  per  year. 

Q.  Then  how  about  the  calls  that  the  occupant  of  the  apartment 
has,  does  he  pay  for  those  i  A.  The  general  arrangement  has  been 
this:  The  apartment  house  is  regarded  as  the  subscriber,  and  it 
gets  the  regular  subscribers'  rates  for  extension  stations,  for  switch- 
board and  for  messages.  It  makes  whatever  arrangements  it  carea 
to  with  its  tenants. 

Q.  What  is  the  ordinary  revenue  to  the  company  per  message 
from  an  apartment  house?  A.  This  is  only  an  estimate,  o£ 
course ;  I  would  estimate  it  at  about  4  cents  per  message. 

Q.  About  4  cents?     A.  Yes,  sir. 

Q.  And  what  is  the  lowest  rate?  A.  When  I  say  4  cents  per- 
message  I  include  all  of  the  charges  made  to  the  apartment  house; 

Q.  That  is,  on  the  basis  of  3  cents  per  message  and  the  addi- 
tional charges  for  trunk  lines  and  switchboard  and  extensions? 
A.  Yes.  But  you  see  the  thing  would  vary  according  to  just  what 
the  proportion  of  messages  and  extension  stations  were. 

Q.  And  your  extension  charge  you  said  was  what  ?  A.  $6  per 
year. 

Q.  Then  if  each  of  the  tenants  has  his  name  in  the  directory 
you  get  for  each  extension  $9  per  year  ?    A.  Yes,  sir. 

Q.  Another  complainant  states  that  he  lives  in  Flatbush ;  that  is 
part  of  the  borough  of  Brooklyn,  isn't  it  ?    A.  Yes,  sir. 

Q.  And  that  he  can  telephone  from  the  remotest  sections  of 
Brooklyn  to  the  downtown  section  around  City  Hall  for  5  cents^ 
but  he  says  "  but  if  we  come  down  to  our  place  of  business  at  the 
City  Hall  and  cross  the  East  river  running  into  the  Battery  or 
anywhere  near  the  Wall  street  station  we  immediately  have  to 
double  the  rate  100  per  cent."     There  is  nothing  to  be  said  in 
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regard  to  that,  except  what  you  have  already  said  in  regard  to  the 
rate  for  crossing  the  river  ?  A.  There  must  always  be  a  dividing 
line;  when  you  take  from  one  point  over  the  dividing  line,  the 
rate  seems  to  have  this  sudden  increase. 

Q.  He  goes  on  to  state  that  formerly  they  were  told  that  on  ac- 
count of  the  two  companies,  the  old  New  York  Telephone  Company 
and  the  Xew  York  and  New  Jersey  Telephone  Company,  that  that 
charge  had  to  be  made,  and  he  regards  the  argument  as  gone  now, 
that  there  is  a  consolidation.  A.  Well,  the  situation  naturally 
grew  up,  of  having  a  toll  when  there  were  two  companies.  The 
underlying  principle  for  having  the  toll,  I  think,  is  independent 
of  the  two  company  proposition. 

Q.  Some  one  living  on  Staten  Island  made  a  complaint  in  re- 
gard to  the  charges  for  out  of  town  service.  He  stated  that  he  had 
repeatedly  asked  that  the  items  for  these  charges  should  be  fur- 
nished to  him,  and  that  the  company  had  from  time  to  time  taken 
the  ground  that  they  could  not  and  would  not  furnish  those  specifi- 
cations except  upon  a  written  request  for  each  time.  How  about 
that  ?  A.  Why,  we  are  always  willing  to  give,  in  ease  a  subscriber 
has  any  doubt  about  it,  the  detailed  information  with  reference  to 
the  calls.    We  do  not  do  it  as  a  general  practice. 

Q.  How  do  you  render  your  bills?  A.  We  render  the  bills  so 
much  for  the  rental,  and  then  for  tolls  of  the  previous  month,  as  it 
might  be,  in  case  of  Brooklyn  subscribers,  so  many  New  York  calls, 
or  so  many  Newark  calls,  so  many  calls  to  other  points. 

Q.  Without  giving  the  date  of  any  particular  call  ?  A.  We  have 
those  records  in  the  office  and  are  entirely  willing  to  submit  them 
for  his  consideration  if  he  wants  them. 

Q.  After  the  bill  is  paid  and  receipted  do  you  send  with  the 
receipted  bill  the  little  slips  that  are  made  out  at  the  time  the 
service  is  given?  A.  No;  we  file  those  for  a  certain  time,  and 
then  if  there  is  nothing  brought  up  with  reference  to  the  matter 
we  assume  the  situation  is  no  longer  of  any  interest,  and  destroy 
them. 

Q.  In  some  parts  of  the  territory  now  reached  by  the  New  York 
Telephone  Company  it  has  been  the  practice  to  send  in  those 
slips  —  what  do  you  call  them,  check  slips  ?    A.  Check  slips. 
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Q.  To  the  subscriber  when  the  bill  is  paid.  A.  That  practice 
may  very  probably  obtain;  I  don't  know. 

Q.  Is  there  any  reason  why  it  should  not  be  done?  A.  I  see 
no  fundamental  reason  why.  Of  course  it  is  that  much  additional 
work,  but  that  is  all  that  it  means. 

Q.  Merely  enclosing  them  in  an  envelope,  and  in  some  cases 
there  might  be  a  little  additional  postage ;  don't  you  think  it  would 
make  your  subscribers  better  satisfied  if  they  knew  they  were  going 
to  get  something  from  which  they  could  check  their  bill,  and  know 
that  they  were  not  being  overcharged?  A.  The  proposition  has 
never  been  brought  up  as  being  something  which  they  wanted.  I 
see  no  particular  objection  or  difficulty  in  doing  it  if  it  is  desired. 

Q.  He  says :  "  I  have  tried  to  impress  upon  the  company  that 
I  was  entitled  to  an  itemized  bill  before  I  paid  it.  Various  repre- 
sentatives of  the  company  have  called  upon  me  from  time  to  time 
and  made  their  various  explanations.  Some  of  them  have  agreed 
distinctly  and  specifically  to  furnish  me  with  the  data  which  I 
asked  for.  That  has  not  been  done  as  it  should  have  been  done. 
For  a  long  time  they  did  furnish  me  with  such  information,  but 
from  along  about  1905  "  —  then  he  says  —  '^  I  have  the  documents 
here,"  and  proceeds  to  read  some  letters  that  had  been  exchanged 
beh^een  himself  and  the  New  Jersey  Company,  I  think.  It  was 
the  New  Jersey  Company  that  operated  in  Brooklyn  and  Staten 
Island,  wasn't  it  ?  A.  It  was  the  New  Jersey  Company  formerly ; 
yes,  sir. 

Q.  Doesn't  it  strike  you  that  if  you  rendered  itemized  bills  or 
else  sent  check  slips  with  the  receipt  so  the  customer  could  check 
his  account,  that  you  would  get  rid  of  quite  a  source  of  dissatis- 
faction? A.  I  did  not  know  the  source  of  dissatisfaction  existed. 
If  it  does  we  could  get  rid  of  it. 

Q.  There  have  been  several  complaints,  not  all  of  them  in  the 
record,  perhaps,  but  a  number  of  people  have  complained  in  regard 
to  that.  A.  I  felt  that  we  had  met  the  situation  by  going  into  any 
ease  thoroughly  and  specifically  as  it  came  up;  perhaps  we  have 
not. 

Q.  That  means  that  every  man  must  correspond  about  his  bill 
if  he  wants  to  check  it  over,  and  a  busy  man  may  sometimes  say 
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rather  than  to  be  subjected  to  the  annoyance  of  trying  to  get  the 
detailed  information  that  he  won't  bother,  at  the  same  time  he  is 
dissatisfied  although  he  does  not  complain. 

Q.  Mr.  Dykes  appeared  as  a  representative  of  the  Jamaica  Citi- 
zens' Association,  and  his  complaint  is  that  in  Queens  they  pay  25 
cents  to  call  New  York.  The  borough  of  the  Bronx  pays  but  10 
cents.  That  from  the  City  Hall  to  the  end  of  the  Bronx  is  four- 
teen miles,  north;  Queens  is  about  fourteen  or  fifteen  miles  east, 
and  they  pay  26  cents  as  against  the  Bronx  10  cents,  paying  over 
100  per  cent,  or  150  per  cent.  more.  A.  That  statement  of  25 
cents  from  the  borough  of  Queens  generally  to  IJfew  York  sur- 
prises me.  I  would  like  to  look  up  the  specific  situation  of  this 
subscriber.    I  don't  know  it 

Q.  You  think  possibly  he  may  be  mistaken  so  far  as  the  rate 
applies  to  the  whole  borough  ?  A.  I  think  he  is  mistaken  in  so  far 
as  that  is  concerned ;  I  am  not  sure  in  just  what  spot  he  is  located. 

Q.  There  may  be  some  portion  of  Queens  where  the  rate  is  25 
cents  to  New  York  ?    A.  Yes,  there  may  be  some  part. 

Q.  Assume  that  there  is  some  part  of  the  borough  of  Queens 
that  has  a  toll  rate  of  25  cents  to  New  York  city  as  against  a  rate 
of  10  cents  from  the  Bronx,  where  the  mileage  is  the  same,  what 
would  be  the  reason  for  that  discrimniation  ?  A.  It  would  prob- 
ably be  some  outlying  undeveloped  section.  I  do  not  think  gen- 
erally there  is  a  good  reason  for  any  difference  of  that  type.  There 
must  be  some  unusual  local  situation  to  produce  it. 

Q.  That  is,  you  try  as  far  as  you  can,  with  your  district  scheme, 
to  have  the  toll  charges  uniform  for  the  same  distances  in  all  direc- 
tions? A.  As  far  as  it  is  feasible  to  do  it.  When  vou  come  to 
apply  it  substantially  with  the  areas  as  large  as  they  are,  it  is  very 
difiicult  to  be  certain  about  it. 

Q.  But  you  have  it  in  mind  to  endeavor  to  do  that  ?  A.  That  is 
one  of  the  elements  in  the  case;  yes,  sir. 

Q.  Some  one  complains  that  the  Flushing  phones  are  furnished 
at  $25  a  year,  while  at  Douglaston  and  Little  Neck  there  is  a 
charge  of  $42.50  a  year.  What  do  you  say  to  that  complaint? 
A.  Douglaston  and  Little  Neck  are  quite  a  considerable  distance 
down  the  island  beyond  Flushing,  and  are  connected  with  the 
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Flushing  office,  so  that  there  is  an  additional  charge  for  the  cir- 
cuits which  are  remote  from  the  Flushing  central  office. 

Q.  This  same  witness  says  that  for  a  time  he  was  connected 
with  the  Flushing  exchange,  and  then  afterwards  was  put  on  an- 
other exchange  further  east,  at  a  higher  rate?  A.  Just  let  me 
look  at  the  map. 

Q.  I  wish  you  would.  A.  Douglaston  is  the  extreme  eastern 
spot  in  the  Greater  New  York,  several  miles  from  Flushing,  and 
when  the  terriory  was  being  developed  all  of  the  subscribers  were 
connected  with  Flushing.  As  Douglaston  developed  by  itself  there 
was  a  local  area  with  a  local  rate  arrangement  put  in. 

Q.  Why  should  that  rate  be  higher  than  the  Flushing  rate? 
A.  It  would  depend  altogether  upon  the  precise  location ;  I  could 
not  tell  you  without  looking  up  the  case  in  detail. 

Q.  Were  the  rates,  as  a  matter  of  fact,  higher  in  the  Douglaston 
area  than  they  had  been  in  the  Flushing  area  ?    A.  In  general,  no. 

Q.  No  special  reason  for  making  them  higher?  A.  No;  there 
is  no  reason  for  making  the  local  rates  higher. 

Q.  That  is,  the  people  in  Douglaston  have  no  right  to  communi- 
cate with  the  Flushing  exchange  without  paying  extra  for  it? 
A.  I  don't  know.     I  would  have  to  look  it  up. 

Q.  That  you  would  have  to  look  up  ?    A.  Yes,  sir. 

Q.  Another  witness  says  that  he  has  a  grievance  in  reference  to 
the  directory.  He  says :  "  When  I  contracted  with  the  company 
my  business  was  at  College  Point.  We  had  a  heading  in  the  direc- 
tory of  College  Point  which  said  ^  refer  to  Flushing.'  We  were  all 
placed  under  the  head  of  Flushing.  Lately  they  have  published  a 
directory  where  we  are  all  lumped  into  Brooklyn  and  Queens 
without  any  distinction ;  we  have  lost  our  identity.  Jamaica  is  in 
the  same  position."  What  do  you  say  as  to  that  ?  A.  That  change 
was  made  as  we  thought  to  meet  the  condition  which  the  sub- 
scribers wanted.  The  book  was  originally  under  all  of  these  little 
different  headings,  and  we  got  a  considerable  amount  of  complaint 
to  the  effect  of  the  same  —  well,  I  know  that  this  man  lives  some- 
where out  in  the  borough  of  Queens,  but  unless  they  could  locate 
him  or  know  the  precise  name  they  were  not  able  to  call  him,  so 
that  we  filled  up  the  directory  in  the  larger  districts;  that  is,  put 
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Brooklyn  in  one  district  and  Queens  in  another,  to  assist  the  people 
in  being  certain  of  finding  their  correspondent  if  he  had  any  tele- 
phone. Of  course  it  has  got  the  corresponding  disadvantages  on 
the  other  side,  of  loss  of  identity  which  he  speaks  of,  but  we  felt 
that  the  benefits  to  the  subscribers  more  than  overweighed  the  dis- 
advantages. 

Q.  This  same  party  also  states  as  follows :  ^'  I  also  understand 
and  have  been  informed  they  make  differential  rates "  —  by 
"  them,"  meaning  the  telephone  company  —  "  parties  in  Flushing 
are  charged  $33  for  direct  wire  and  I  pay  $48."  What  is  the 
reason  for  that  ?  A.  In  general  there  is  no  discrimination.  I 
would  have  to  look  up  the  precise  case  before  I  could  answer  it. 

Q.  That  is,  if  the  prices  varied  as  between  two  places  you  claim 
there  is  a  good  reason  for  it,  and  that  it  is  not  a  discrimination? 
A.  Yes,  sir. 

Q.  Here  is  a  complaint  from  another  witness,  as  follows :  "  I 
represent  the  Dutch  Kill  Taxpayers'  Association.  I  am  here  to 
protest  in  common  with  the  rest  against  the  injustice  of  charging 
$48  a  year  for  a  telephone  to  a  small  business  man,  which  is  eight 
cents  a  call,  allowing  600  calls,  when  the  public  may  enter  any 
booth  and  get  the  same  benefit  for  five  cents."  What  you  said  a 
little  time  ago  in  regard  to  that  is  all  the  explanation  that  you 
have  to  make,  in  regard  to  that  complaint  ?    A.  Yes,  sir. 

Q.  And  he  also  entered  a  protest  against  the  injustice  of  charg- 
ing ten  cents  and  then  for  each  call  to  the  borough  of  Manhattan, 
he  says :  "  When  we  can  almost  speak  from  our  location  to  people 
standing  on  the  shore  of  Manhattan."    A.  Yes,  sir. 

Q.  He  also  complains  of  having  to  pay  $48  a  year  when  he 
does  not  use  ten  calls  a  year,  excepting,  I  suppose,  calls  across  the 
river,  so  that  there  is  another  case  like  the  one  we  were  speaking 
of  a  little  time  ago  ?  A.  Well,  if  a  proposition  is  one  where  ten 
calls  a  vear  is  all  that  he  uses,  if  there  is  no  other  service  involved 
in  the  proposition,  there  is  still  another  idea  that  you  must  bear  in 
mind ;  necessarily,  in  constructing  a  line  and  establishing  the  sta- 
tion, you  must  have  some  allowance  for  traffic.  We  fix  the  allow- 
ance  as  being  the  probable  minimum  used  and  establiA  a  rate  for 
the  whole  thing.    It  would  be  impossible  to  establish  a  rate  with- 
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o»t  the  conception  of  their  being  any  traffic  from  it.  That  is,  to 
put  in  a  telephone  and  he  uses  no  calls,  to  charge  nothing. 

Q.  I  do  not  think  you  quite  catch  the  point.  What  he  meant 
was  that  he  did  not  use  more  than  ten  calls  a  year  of  his  free  calls, 
but  that  he  was  using  a  great  many  calls  across  to  Manhattan  that 
he  was  paying  ten  cents  a  call  for.  A.  Then  his  case  is  the  same 
as  the  doctor's  case,  which  we  discussed. 

Q.  What  do  you  think  would  be  a  fair  price  to  charge  for  the 
installation  of  a  telephone,  assuming  that  it  was  not  used  at  all; 
I  mean  an  annual  charge;  what  would  reasonably  cover  that? 
A.  The  proposition  of  the  traffic  and  the  plant  are  so  welded 
together  that  it  is  difficult  to  conceive  the  one  without  the  other. 
If  I  would  make  a  guess  on  that  kind  of  a  proposition,  I  should  say 
something  about  $35  perhaps. 

Q.  Thirty-five  dollars?  A.  That  is,  this  assumes  that  you  are 
in  an  established  sort  of  community,  and  it  being  merely  an  aux- 
iliary proposition  to  other  arrangements. 

Q.  You  think  the  expense  of  installing  a  telephone,  where  you 
have  the  wires  on  the  street,  or  the  cable  in  the  highway,  is  any 
greater  than  the  expense  of  installing  an  electric-light  meter, 
where  the  electric  light  company  has  its  wires  in  the  street  ?  A.  I 
have  no  knowledge  of  electric  light  matters. 

Vice-Chairman  Merrttt:  You  are  not  considering  the  cost  or 
value  of  either  the  meter  or  the  telephone  instrument  ? 

Mr.  Page:  Yes. 

Vioe-Chairman  Meeritt:  You  are  taking  that  into  considera- 
tion? 

Mr.  Page  :  Yes,  taking  that  into  consideration. 

The  Witness  :  Of  course,  the  plant  as  a  whole  per  station  costs 
in  the  vicinity  of  $150. 

Q.  That  includes  conduits  and  cables  and  switchboards,  charg- 
ing plant,  instruments,  the  extensions  from  the  street  to  the  instru- 
ments within  the  house ;  that  is  all  included  in  that  ?    A.  Yes,  sir. 

Q.  What  is  the  cost  of  running  the  wires  from  your  conduit 
in  the  street  per  instrument,  in  the  apartment  or  in  the  store  or 
house,  or  whatever  it  is,  as  an  average  figure?  A.  I  should  say, 
taking  an  average  figure  for  the  city,  about  $20  to  $25  would  be 
my  guess  of  it. 
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Q.  That  includes  about  $10  or  $12  for  the  cost  of  the  instru- 
ment ?    A.  Yes,  it  includes  the  instrument  cost. 

Q.  Now,  why  should  you  have  a  service  charge  for  each  year 
of  150  per  cent,  of  the  cost  of  that  installation,  flat,  assuming  that 
it  is  not  used  at  all ;  that  is,  to  cover  the  cost  of  installation  of  that 
instrument?  A.  Ifo,  but  you  have  constructed  all  of  the  plant 
that  goes  with  it  on  the  basis  that  it  is  to  be  used. 

Q.  True.  Now  take  the  case  of  an  electric  light  plant.  That 
company  builds  its  plant  upon  the  theory  that  it  is  to  be  used. 
It  lavs  its  wires  in  the  conduits  over  all  the  streets  so  that  it  is 
ready  to  furnish  power  for  any  purpose  at  all  points,  and  it  spends 
practically  the  same  amount  that  you  do  in  installing  your  phones, 
in  making  a  connection  from  the  street  into  the  house  and  putting 
a  meter  in  place,  which  costs  about  what  your  set  of  telephone 
instruments  costs,  and  they  ordinarily  make  a  charge  of  $1  per 
month  to  cover  cost  of  installation.  Why  should  you  get  your 
entire  investment  in  that  installation  back,  with  50  per  cent,  addi- 
tional, each  year,  where  the  lighting  company  is  willing  to  get 
back  10  per  cent.,  say,  each  year  as  income  on  the  cost  of  installing 
the  individual  service?  I  assume  that  there  must  be  some  good 
reason  for  that,  and  that  you,  as  general  manager,  know  what  the 
reason  is.  A.  My  difficulty  is  in  presenting  a  type  of  a  rate 
proposition  which  we  have  never  considered  specifically^  Of 
course,  we  must  get  a  return  on  this  whole  $150  or  $160  and  that 
can  be  apportioned  part  as  rental  and  part  as  a  charge  for  mes- 
sages. It  would  be  also  possible  to  split  up  that  installation 
charge  into  sections  and  say  so  much  of  it  per  year  will  be  for 
installing  the  station  and  so  much  of  it  will  be  for  the  circuit  to 
the  central  ofiice,  and  the  central  ofiice  equipment  and  so  on.  I 
really  don't  know  the  subdivision  of  the  proposition  in  that  way. 

Q.  Who  could  give  those  figures  ?    A.  I  don't  know. 

Q.  Are  your  books  kept  so  that  it  is  possible  for  any  one  to  give 
them  ?    A.  I  don't  know.    I  never  attempted  it  myself. 

Q.  Who  does  know  about  that,  Mr.  Bethell?  A.  I  really  don't 
know. 

Q.  Now,  if  your  cost  of  installation  is  $150  —  was  that  the 
figure  you  gave  ?     A.  Yes. 
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Q.  One  hundred  and  fifty  dollars  per  instrument,  what  is  the 
cost  of  operation  annually  per  instrument  ?  A.  The  cost  of  opera- 
tion has  the  traflSc  as  the  unit.  It  would  be  possible  to  derive, 
probably,  some  traffic  cost  per  call ;  if  these  traffic  costs  were  also 
to  be  applied  to  cover  the  annual  charges  of  maintenance  on  the 
property  they  would  be  higher.  I  haven't  ever  made  and  don't 
know  any  sub-analysis  on  the  lines  that  you  propose. 

Q.  Do  you  know  what  the  total  operating  cost  of  the  plant  of 
the  Kew  York  Telephone  Company  was  for  the  year  1908?  A.  I 
don't  know  it  out  of  hand.    It  is  in  the  statement. 

Q.  And  does  the  statement  also  show  the  number  of  telephones 
Lhat  were  installed  on  the  lines  of  the  company  for  that  year  ?  A. 
Yes,  sir. 

Q.  Do  you  know  that  number?  A.  I  could  make  a  very  good 
guess  at  that. 

Q.  And  how  many  were  there?  A.  On  the  lines  of  the  com- 
pany during  the  year  there  were  in  the  vicinity  of  50,000,  I  think. 
I  had  rather  refer  to  the  statement. 

Q.  How  many  ?  A.  Fifty  thousand  in  the  increase  of  subscrib- 
ers during  the  year. 

Q.  No,  I  mean  the  total  number  of  telephones  in  the  year  1908  X 
A.  It  is  now  714,000. 

Q.  About  how  many  was  it  in  1908?  A.  I  don't  know;  all 
of  these  merging  processes,  taking  up  one  company  and  another 
that  came  into  it,  it  would  have  to  be  computed  from  the  returns 
individually. 

Q.  That  had  not  taken  place  in  1908?  A.  I  am  afraid  I  did 
not  understand  the  previous  question. 

Q.  The  year  1908,  the  number  of  telephones  in  service  upon 
the  lines  of  the  New  York  Telephone  Company  ?  A.  In  1908  ?  I 
woidd  have  to  refer  to  the  statistics.  I  will  be  very  glad  to  get  it 
for  you. 

Q.  Will  you  furnish  that  information  ?    A.  Yes,  sir. 

Q.  And  also  will  you  furnish  the  Committee  with  the  cost  of 
operation  for  that  year  of  the  company's  plant,  giving  it  on  the 
basis  of  the  operation  cost  per  phone  installed  ?     A.   Yes,  sir. 

Q.  AnotJier  witness  complains  as  follows :    "  I  represent  the 

firm  of.  Strong  &  Weinert  at  Flatlands.     We  have  been  in  the 
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habit  of  paying  —  or,  at  least,  we  started  to  pay  soixie  seven  years 
ago  —  $127  for  800  calls.  Since  then  they  have  reduced  it  to 
$121 ;  and  now  it  is  $87.50  for  800  calls.  The  reason  given  by 
the  telephone  company  is  that  we  must  pay  the  $60  mileage  from 
the  Flatbush  station  to  Mill  Creek,  where  our  place  is  located. 
They  tell  us  that  all  those  on  that  line  of  Flatbush  avenue  must 
pay  the  $60  mileage,  while  you  can  cross  over  to  Avenue  M,  which 
is  ten  minutes'  walk  from  our  place,  and  there  is  a  saloon  there, 
open  day  and  night  every  day  in  the  year,  and  you  can  drop  five 
cents  in  the  little  box,  and  you  can  get  your  call  for  five  cents." 
What  do  you  say  to  that?  A.  It  seems  to  be  a  proposition  of 
where  he  goes  to  a  pay  station,  and  I  don't  know  the  scheme  of 
rates  that  the  pay  station  may  have. 

Q.  Five  cents,  he  says,  they  pay.  A.  That  simply  means  that 
is  a  pay  station,  and  I  don't  know  what  the  arrangements  with 
that  pay  station  are.  I  would  be  glad  to  look  it  up,  because  it  is 
utterly  impossible  to  answer  it  out  of  hand. 

Q.  You  will  find  an  account  of  it  on  page  529  of  the  stenog- 
rapher's minutes.  The  price  that  he  is  charged  for  800  calls 
apparently  amounts  to  more  than  ten  cents  a  call.  Mr.  Hall  ap- 
peared and  testified  that  he  represented  the  Suburban  Improve- 
ment Association  of  150  members,  and  he  complains  of  exorbitant 
charges  of  telegrams  and  exorbitant  tolls  of  the  telephone  com- 
pany. He  says  that  90  per  cent,  of  the  people  of  his  association 
live  in  Upper  Flushing  and  do  business  in  Manhattan ;  that  it  is 
less  than  a  mile  from  Manhattan  and  it  costs  fifteen  cents  to 
telephone.  A.  That  is  the  same  proposition  that  we  discussed 
before. 

Q.  Except  that  there  is  50  per  cent,  more  charge  ?  A.  Flush- 
ing is  just  outside  of  this  Brooklyn  zone. 

Q.  Well,  is  it  true  that  it  is  within  a  mile  of  Manhattan  i  A. 
It  seems  very  surprising  to  me,  but  I  would  want  to  just  check 
up  the  statement  of  fact. 

Q.  That  is  his  statement  —  it  is  less  than  a  mile  from  Man- 
hattan and  the  message  costs  fifteen  cents.  If  that  is  true,  would 
it  strike  you  that  is  rather  a  high  charge  ?  A.  There  is  another 
case,  a  case  where  I  should  want  to  consider  the  proposition  as  a 
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whole.  I  could  not  state  whether  or  not  individually  that  was 
high. 

Q.  Are  you  familiar  with  the  rates  paid  by  the  larger  hotels 
of  the  city  ?    A.  Generally,  yes, 

Q.  Just  state  on  what  basis  they  get  their  telephone  business? 
A.  They  get  their  telephone  business  on  the  same  basis  that  any 
large  private  branch  exchange  subscriber  gets  it;  that  is,  with  the 
extension  stations  at  $6  each,  with  the  switchboard  at  $36  a  year ; 
with  the  trunk  lines  —  I  will  have  to  look  up  the  rate  on  the 
trunk  lines  —  but  with  the  messages  at  three  cents  each.  It  is  the 
standard  message  rate  scheduled  for  private  branch  exchanges. 

Q.  They  pay  for  the  extension  $6  a  year  ?    A.  Yes,  sir. 

Q.  And  they  pay  for  trunk  lines  so  much  a  piece  ?    A.  Yes,  sir. 

Q.  How  much?  A.  I  would  have  to  check  —  it  is  either  $24r 
or  $36,  I  have  forgotten  which. 

Q.  Twenty-four  dollars  is  right,  isn't  it?  A.  All  right,  sir;  I 
agree  if  you  have  got  it  there,  it  is  $24. 

Q.  Well,  take  a  hotel  like  the  Knickerbocker;  about  how  many 
trunk  lines  would  they  require?  A.  I  don't  know;  roughly,  I 
guess,  about  twenty  or  thirty. 

Q.  And  how  many  switchboards  would  they  require  ?  A.  They 
would  require  one  general  switchboard  for  the  hotel  system;  pos- 
sibly some  supplemental  sort  of  small  boards  in  different  portions 
of  their  public  space. 

Q.  But  you  would  only  charge  them  for  the  general  board  ?  A- 
T  don't  know.  I  will  be  glad  to  look  up  any  individual  case  that 
you  have  in  mind. 

Q.  Now,  in  the  larger  hotels  there  is  always  in  attendance  at 
all  times  a  switchboard  operator,  sometimes  more  than  one  in  the 
larger  hotels  ?    A.  Yes. 

Q.  Do  you  pay  those  operators?  A.  No;  they  are  their  em- 
ployees. 

Q.  They  are  employed  by  the  hotel  ?    A.  Yes. 

Q.  Or  the  hotel  company  ?    A.  Yes,  sir. 

Q.  Do  those  subscribers  contract  for  a  definite  number  of  calls 
per  year?  A.  Yes,  sir;  there  is  an  estimate  made  of  their  use 
during  the  year ;  they  contract  for  that. 
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Q.  What  is  the  largest  number  that  you  know  of  that  has  been 
contracted  for  in  one  year  by  any  hotel  ?  A.  Three  hundred  thou- 
sand is  the  highest  figure  that  I  remember. 

Q.  And  the  telephone  company  gets  on  an  average  from  those 
about  what  you  said  in  regard  to  apartment  houses  ?  A.  The  mes- 
sage charge  is  three  cents. 

Q.  And  then  the  other  charges  bring  that  up  to  an  average 
message  charge  of  three  and  a  half  to  four  cents?  A.  I  should 
judge  so. 

Q.  Do  you  know  what  the  hotels  charge  their  patrons  for  mes- 
sages? A.  No;  it  is  a  matter  entirely  within  their  own  jurisdic- 
tion ;  some  charge  at  one  rate  and  some  charge  at  another. 

Q.  What  two  hotels  do  you  know  of  that  charge  different  rates  ? 
A.  I  am  told  —  this  is  merely  hearsay  —  that  some  of  the  uptown 
hotels  charge  at  the  rate  of  five  cents  a  call;  most  of  the  larger 
hotels  charge  the  public  at  the  rate  of  ten  cents  a  call. 

Q.  So  that  on  each  call  they  make  an  apparent  profit  of  about 
six  or  six  and  a  half  cents  ?  A.  Yes,  sir ;  but,  of  course,  they  have 
to  pay  all  their  operating  expenses. 

Q.  Out  of  that  they  have  to  pay  how  many  operators?  A.  It 
depends  entirely  upon  the  traffic  and  the  hours. 

Q.  Take  the  case  of  the  Waldorf-Astoria.  About  how  many 
operators  do  they  require  to  handle  the  business  that  they  are 
doing  ?  A.  I  would  much  prefer  to  look  it  up.  If  I  have  to  guess, 
I  should  say  about  six  or  eight. 

Q.  Have  you  any  records  from  which  you  could  answer  that 
accurately?  A.  We  have  no  records,  but  we  are  familiar,  of 
course,  with  the  larger  systems  that  are  in  use. 

Q.  Do  you  know  how  many  messages  per  year  the  Waldorf 
uses  ?    A.  Xo,  sir ;  I  can  look  it  up. 

Q.  Do  you  think  that  the  profit  of  six  cents  approximately  per 
message  amounts  to  enough  to  more  than  pay  the  cost  of  switch- 
board operators  ?  A.  I  think  there  would  be  a  little  margin  in  it, 
but  not  very  much. 

Q.  About  how  much  margin  would  you  think ;  some  trifling  sura 
like  $15,000  or  $20,000  a  year?    A.  Well,  I  had  rather  not  — I 


No.  38.]  889 

don't  know  it  in  that  way.  My  estimate  would  be  that  they  might 
make,  say,  one  cent. 

Q.  Per  message  ?    A.  Possibly. 

Q.  And  on  300,000  messages  that  would  be  how  much  ?  I  am 
not  very  good  at  figures  ?    A.  Neither  am  I. 

Q.  You  have  been  in  the  engineering  department,  you  ought  to 
be.  A.  Yes,  sir ;  but  I  cannot  compute  in  my  head.  You  under- 
stand, as  far  as  the  hotels  are  concerned,  this  is  all  a  matter  of 
personal  estimate ;  it  is  not  a  matter  of  absolute  knowledge. 

Q.  You  are  not  able  to  say,  then,  whether  or  not  the  Waldorf- 
Astoria,  as  a  matter  of  fact,  used  and  paid  for  over  half  a  million 
messages  during  the  year  1908?  A.  No,  sir;  I  could  not  tell 
without  referring  to  the  records  on  the  subject. 

Q.  It  would  not  suprise  you  any  to  find  that  was  true,  would 
it  ?  A.  More  than  half  a  million  would  surprise  me  a  little ;  but, 
at  the  same  time,  if  you  have  the  statement  of  it,  why  I  would 
accept  that  cheerfully. 

Q.  If  they  did  they  made  some  money,  didn't  they?  A.  It 
depends  altogether  on  their  operating  expenses,  which  I  don't 
know. 

Q.  Have  you  any  way  of  telling  what  that  is?  A.  Only  the 
proposition  of  going  around  and  inspecting  it. 

Q.  You  could  come  pretty  close,  couldn't  you  ?    A.  Not  very. 

Q.  Within  a  couple  of  thousand  dollars  ?  A.  Oh,  say  within  15 
per  cent. 

Q.  Would  you  mind  just  figiiring  that  out  for  the  informa- 
tion of  the  Committee?  It  just  occurs  to  me  that  possibly  the 
telephone  company  may  be  getting  in  bad  odor  on  account  of  the 
exorbitant  charges  made  by  the  hotel  people  and  by  the  people 
running  apartment  houses ;  they  may  be  charging  more  than  they 
ought  to.  It  may  be  that  those  people  are  making  large  profits 
every  year  out  of  the  telephone  business  without  having  any  fran- 
chise authorizing  them  to  conduct  the  telephone  business,  and  you 
are  getting  the  blame  for  it.  From  your  ovm  standpoint,  I  should 
think  you  would  want  to  know  about  that.  What  would  you  say 
to  the  probability  of  this  statement  which  I  will  read  being  cor- 
rect ;  that  is,  a  correct  statement  of  the  business  done  by  the  Wal- 
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dorf  during  the  year  —  the  business  done  with  the  telephone  com- 
pany: Contract. for  500,000  messages  at  three  cents  minimum, 
$15,000;  three  switchboards  at  $36,  $108.  Seventy-three  lines  to 
central  office  at  $24  per  year,  $1,752;  1,110  stations  at  $6  per 
year,  $6,600;  making  the  total  amount  paid  by  the  hotel  to  your 
company,  $23,460.  Then  say  that  they  pay  eight  operators  an 
average  of  $60  per  month,  amounting  to  $5,760,  a  total  expense 
to  the  hotel  of  $29,220 ;  and  that  they  got  an  income  of  ten  cents 
per  message,  or  that  they  did  get  an  income  of  ten  cents  i)er  mes- 
sage from  501,375  messages,  or  a  total  of  $50,137;  so  that  the 
total  made  a  profit  of  upwards  of  $20,000  in  that  year  upon  the 
telephone  business.  Would  you  say  that  that  might  be  correct? 
A.  My  feeling  is  that  that  would  be  high. 

Q.  You  will  have  a  copy  of  the  minutes  of  the  stenographer 
between  this  session  and  the  next.  Will  you  compare  the  figures 
which  I  have  just  given  you  with  the  best  information  that  you 
are  able  to  get,  and  at  the  next  session  say  to  the  Committee 
whether  those  figures  are  correct,  and  if  they  are  incorrect  show 
wherein  and  to  what  extent  they  are  incorrect  ?  A.  Based  on  one's 
best  estimate? 

Q.  You  can  tell  absolutely  as  to  every  item  except  the  cost  of 
operators.    A.  Yes,  I  recognize  that. 

Q.  And  as  far  arfor  the  operators,  you  will  have  an  estimate? 
A.  Yes. 

Q.  Does  it  seem  to  you  that  the  Waldorf  would  require  more 
than  eight  operators  to  handle  their  business?  A.  I  think  there 
are,  probably. 

Q.  How  many  more  —  would  they  require  sixteen?  A.  I 
don't  know  the  layout  of  the  hotel  very  well.  They  require  day 
people  and  night  people  and  relief  people.  I  would  a  good  deal 
rather  leave  it  as  you  suggest ;  that  is,  to  go  over  and  see  what  the 
situation  looks  like. 

Q.  Do  they  require  three  shifts  of  people?  A.  I  don't  know 
how  they  operate. 

Q.  Do  you  know  as  to  any  hotels  —  whether  they  operate  two 
or  three  shifts  ?    A.  I  don't  know. 

Q.  Do  you  know  anything  about  the  percentage  of  uncollectible 
accounts  that  you  have  for  tolls  and  service;  about- how  does  that 
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run?  A.  It  runs  about  between  one  and  a  quarter  to  one  and  a 
half  or  one  and  three-quarters  per  cent. ;  it  varies  quite  a  good  deal 
with  the  different  times. 

Q.  Never  going  over  one  and  three-quarters  per  cent.  ?    A.  No, 

Q.  Or  two  per  cent.,  for  safety  ?  A.  No.  It  has  been  up  con- 
siderably higher  than  that.  It  is  a  thing  that  is  very  difficult  to 
get  a  real  average  point  of  view  on.  It  varies  so  from  month  to 
month,  and  this  estimate  of  one  and  a  quarter  to  one  and  three- 
quarters  per  cent,  is  my  sense  of  the  average  of  it. . 

Q.  That  is,  it  might  be  down  to  one  and  a  quarter  per  cent,  one 
year  and  up  to  one  and  three-quarters  per  cent,  the  next  year? 
A.  Yes ;  it  might  be  up  to  two  and  a  half  per  cent,  in  bad  times, 
like  a  time  of  financial  depression. 

Q.  And  when  everybody  is  prosperous  it  might  drop  below  one 
and  a  quarter  per  cent.  ?    A.  Yes,  sir. 

Q.  It  might  go  below  one  per  cent.  ?    A.  Yes,  sir. 

Q.  Do  you  recall  it  ever  going  below  one  per  cent.  ?  A.  No,  sir, 
I  do  not. 

By  Chairman  Davis  : 

Q.  Your  subscribers  pay  you  in  advance,  do  they  not  ?  A.  They 
pay  monthly,  in  advance,  in  the  city,  yes. 

-Q.  How  much  credit  do  you  give  them  in  case  they  do  not  pay 
on  the  first  or  tenth  of  the  month ;  how  long  do  you  leave  the  tele- 
phone in  before  you  remove  it?  A.  It  depends  a  good  deal  upon 
the  character  of  the  subscriber.  Many  people  go  to  Europe,  or 
something  of  that  kind;  and,  on  the  other  hand,  many  people  at 
the  close  of  the  month  vou  would  either  collect  or  discontinue. 
It  IS  a  purely  commercial  proposition  that  you  try  to  deal  with 
in  accordance  with  the  character  of  the  people. 

Q.  The  people  that  go  to  Europe  generally  pay  for  the  tele- 
phone ?  A.  They  can  be  relied  upon  to  pay  in  the  long  run ;  yes, 
sir. 

By  Mr.  Page: 

Q.  You  do  not  get  paid  for  your  toll  service  in  advance,  do 
you?    A.  No,  sir;  that  is  what  I  say.     The  rental  is  one  month 
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in  advance,  and  the  toll  service  is  one  and  in  some  eases  two 
months  in  arrears. 

Q.  Yon  render  bills  for  toll  service  at  the  end  of  every  month? 
A.  Yes,  sir. 

Q.  For  the  toll  service  of  that  month  ?  A.  Xo,  not  for  the 
toll  service  of  that  month,  but  for  the  toll  service  of  the  month 
previous. 

Q.  So  that  if  that  toll  is  promptly  paid,  the  subscriber  still 
owes  a  month's  toll  services?  A.  He  owes  a  month's  toll  service; 
and,  on  the  other  hand,  he  has  paid  in  advance  for  the  rental. 

Q.  So  that  that  is  about  even?  A.  I  don't  know.  It  would 
vary  in  individual  cases. 

By  Chairman  Davis  : 

Q.  On  the  Ist  of  July  you  send  a  bill  for  the  toll  service  for 
June  or  for  May  ?    A.  For  May. 

By  Mr.  Page: 

Q.  What  is  the  reason  for  that?  It  takes  you  a  month  to  get 
your  bills  out?  A.  Y'^es;  you  see  these  toll  tickets  have  to  be 
arranged  and  sorted  and  grouped  and  then  posted  on  the  bills. 

Q.  Do  you  charge  off  anything  for  depreciation  on  your  toll 
and  rental  accounts  —  charge  off  anything  to  profit  and  loss— *•  to 
take  care  of  this  bad  debt  element  ?  A.  Yes,  sir ;  there  is  a  reserve 
from  the  earnings  created  for  that  purpose. 

Q.  What  business  is  done  by  this  company  with  leased  wires? 
A.  There  are  leased  wires  from  almost  every  ix)rtion  of  the  terri- 
tory to  every  other  portion. 

Q.  Well,  what  is  the  leased  wire  business?  A.  Leased  wires 
are  individual  circuits  rented  by  the  subscriber  connecting  with 
his  office  in  one  place  and  with  his  office  in  another  place. 

Q.  So  that  he  can  connect  one  place  of  business  with  another, 
or  a  house  with  a  place  of  business,  without  calling  central?  A. 
Yes,  sir. 

Q.  He  calls  direct  ?    A.  lie  calls  direct ;  yes,  sir. 

Q.  And  it  is  impossible  for  the  central  office  to  cut  in  on  that 
circuit  ?    A.  The  central  office  has  nothing  to  do  with  it. 
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Q.  And  they  could  not  overhear  the  conversation  or  anything 
of  that  sort  ?    A.  No,  sir. 

Mr.  Paoe  :  I  think  that  is  all  for  the  present.    Mr.  Bethell. 

U.  N.  Bethell,  resumed: 

By  Mr.  Page: 

Q.  How  long  have  you  been  in  the  telephone  business?  A.  I 
have  been  in  it  since  1889.  I  v^as  first  with  the  New  York  and 
New  Jersey  Company  in  BrookljTi,  and  about  1893  or  1894  I 
came  over  to  the  New  York  Company  and  have  since  been  with 
that  company  and  with  both  companies  in  the  later  years. 

Q.  In  what  capacity  did  you  serve  the  New  Jersey  Company 
in  Brooklyn  ?  A.  I  was  its  secretary  and  treasurer  for  some  time, 
and  during  the  latter  years  of  its  life,  as  a  separate  company,  I 
was  president  of  the  company. 

Q.  Were  you  president  of  the  company  immediately  prior  to 
the  consolidation?  A.  I  was,  and  was  for  several  years.  I  also 
was  president  of  the  Central  New  York.  Do  you  want  the  up- 
State  record,  too? 

Q.  Yes,  if  you  will  just  state  what  companies  you  were  an 
officer  of  and  during  what  periods?  A.  Well,  I  have  given  you 
the  New  York  and  the  New  York  and  New  Jersey. 

Q.  You  have  given  the  New  Jersey ;  you  have  not  finished  with 
the  New  York;  you  did  not  state  what  office  you  held  and  when 
jou  first  became  an  officer.  A.  I  became  an  officer  in  the  New 
York  company  about  1893;  its  general  manager;  and  about  —  I 
don't  remember  the  exact  date,  but  some  eight  or  ten  years  ago 
I  became  vice-president  and  general  manager  and  then  vice-presi- 
dent only,  giving  up  the  title  of  general  manager;  I  became  gen- 
eral manager  of  the  Chesapeake  and  Potomac  Telephone  Company 
and  very  soon  thereafter  president  of  that  company,  and  am  still 
president  of  that  company.  Then  I  became  president  of  the  Bell 
Telephone  Company  of  Philadelphia,  and  that  is  now  the  Bell 
Telephone  Company  of  Pennsylvania,  including  the  old  Pennsyl- 
vania Company  and  the  Bell  of  Philadelphia;  and  I  am  still 
president  of  that  company.     I  am  president  also  of  the  Delaware 
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and  Atlantic,  which  operates  in  southern  New  Jersey.  Then  I 
became  president  of  the  Empire  State,  the  New  Jersey  and  Penn- 
sylvania. 

Q.  What  was  the  territory  covered  by  the  Empire  State  Com- 
pany? A.  The  Empire  State  Company  covered  the  territory  in 
and  about  Auburn  and  Cortland  and  Oswego. 

Q.  Does  it  go  west  as  far  as  Monroe  county  ?  A.  No ;  the  Buf- 
falo Company  serves  the  seven  counties  in  the  northwest 

Q.  But  that  didn't  go  east  of  Monroe  county,  did  it  ?  A.  West 
of  Monroe;  the  border  line  ran  right  down  through  Wayne  and 
Monroe  counties. 

Q.  Then  don't  the  Empire  go  up  to  that  line  ?    A.  Yes. 

Q.  It  had  the  territory  —  A.  Immediately  east  of  the  Buffalo 
Company. 

Q.  Between  Onondaga  county  —    A.  Yes. 

Q.  —  and  going  west  to  the  territory  of  the  Buffalo  Bell  ?  A. 
Yes,  sir. 

Q.  Wayne  and  Monroe  counties?  A.  Yes.  I  was  thinking 
they  were  in  the  Central  New  York,  but  they  were  in  the  Empire 
territory,  and  the  Central  New  York  made  a  sort  of  gore  into  the 
Empire  territory  like  that  (indicating),  taking  in  the  city  of 
Syracuse,  so  you  are  right ;  it  did  run  in  sort  of  a  crescent  shape 
up  around  there  in  Syracuse. 

Q.  Cortland  is  in  the  territory  of  the  Empire?  A.  Cortland 
is  in  the  territory  of  the  Empire. 

Q.  And  the  localities  between  Jefferson  and  Wayne?  A,  Be- 
tween Jefferson  and  Wayne  were  in  the  Central  New  York  Tele- 
phone Company's  territory. 

Q.  Sure  ?    A.  Yes ;  Watertown  is  in  the  Central. 

Q.  I  said  between  Jefferson  and  Wayne?  A.  The  county  lies 
between  Jefferson  and  Wayne. 

Q.  I  mean  the  lake  counties,  the  counties  bordering  on  Lake 
Ontario  ?    A.  That  is  in  the  Empire  territory. 

Q.  The  territory  running  south  as  far  as  the  Pennsylvania 
line  ?  A.  No ;  the  New  York  and  Pennsylvania  Company  had  the 
southern  tier  of  New  York  counties  and  the  northern  tier  of 
Pennsylvania  counties. 
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Q.  Just  a  single  row  of  counties  in  each  State?  A.  Just  a 
single  row  of  counties  in  each  State,  and  the  Empire  running, 
down  to  the  northern  line  of  the  New  York  and  Pennsylvania. 

Q.  And  you  were  an  officer  of  the  New  York  and  Pennsyl- 
vania Company  also?  A.  Yes,  I  was  president  of  that  company 
also ;  and  of  the  Central  New  York  and  of  the  Hudson  River. 

Q.  What  was  your  office  in  the  Central  New  York  ?  A.  Presi- 
dent. 

Q.  And  of  the  Hudson  River  ?    A.  President. 

Q.  I  think  you  told  me  this  morning  that  you  were  not  an 
officer  of  the  American  Telephone  and  Telegraph  Company?  A. 
I  am  not  an  officer  of  the  American  Company,  no,  sir ;  and  never 
have  been. 

Q.  You  are  familiar  with  the  properties  of  the  New  York 
Telephone  Company  as  it  is  at  present  constituted  ?  A.  Yes,  sir, 
I  am. 

Q.  And  you  are  familiar  with  the  stock  issues  ?    A.  I  am. 

Q.  And  bond  issues?    A.  I  am. 

Q.  What  is  the  amount  of  the  outstanding  stock  of  the  New 
York  Telephone  Company?  A.  Between  $85,000,000  and 
$86,000,000.    Do  you  want  the  exact  amount  ? 

Q.  Yes,  if  you  have  it.     A.  The  exact  amount  is  $85,672,800. 

Q.  And  does  the  New  York  Telephone  Company  at  the  present 
time  own  all  of  the  companies  which  you  just  mentioned?  A. 
Well,  it  don't  own  them.  Perhaps  I  had  better  tell  you  the  story. 
May  I  tell- you  the  story  of  that  consolidation? 

Q.  Certainly,  I  wish  you  would.  Go  ahead  and  tell  it  all. 
A.  I  hesitate  a  bit,  because  the  Southern  companies  are  involved 
in  that  a  little  bit ;  but  you  don't  want  their  story  in  it. 

Q.  If  it  is  a  part  of  the  whole  story  perhaps  it  would  be  under- 
stood better  if  it  was  all  told.  A.  Well,  at  the  beginning  the 
New  York  Telephone  Company  had  a  capital  stock  of  $50,000,000. 
The  New  York  and  New  Jersey  had  about  $30,000,000. 
The  Hudson  River  had,  in  round  numbers  speaking,  only  about 
$4,000,000.  The  Central  New  York,  $1,000,000.  The  Empire 
State,  $200,000,  and  the  New  York  and  Pennsylvania,  $1,000,000. 
Now,  I  thought  it  advisable  to  bring  all  these  companies  together 
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into  one  organization.    I  was  president  of  them  all  and  endeavored 
to  bring  about  uniform  practices  and  a  consolidated  organization. 

Q.  Now,  just  a  moment,  if  I  may  interrupt.  You  did  not  name 
the  Atlantic  and  Delaware  Company,  did  you  ?  A.  Delaware  and 
Atlantic. 

Q.  Delaware  and  Atlantic  ?    A.  I  am  president  of  that. 

Q.  Did  that  come  into  the  consolidation?  A.  It  is  in  the  con- 
solidation, yes. 

Q.  And  how  about  the  Cumberland?  A.  That  is  not  in  my 
territory. 

Q.  You  are  an  officer  in  that  company?  A.  Tfo,  sir;  my  terri- 
tory runs  from  the  Potomac  to  the  St.  Lawrence  and  to  the  AUe- 
ghanies,  and  next  week  will  include  Pittsburg,  a  part  of  Ohio, 
West  Virginia,  Delaware,  Maryland,  Pennsylvania,  New  York. 

Q.  And  what  company  will  be  taken  in  then?    A.  Next  week? 

Q.  Yes,  to  take  in  that  territory?  A.  The  Central  District 
and  Printing  Telegraph  Company,  with  headquarters  at  Pitts- 
burg. 

Q.  And  will  that  territory  be  operated  by  the  New  York  Tele- 
phone Company  ?  A.  No,  sir,  not  from  here ;  we  have  a  separate 
organization.  I  am  the  only  officer  that  is  in  the  New  York  organ- 
ization and  also  in  the  Pennsylvania  organization.  But  as  the 
stock  of  the  Pennsylvania  Company  came  into  this  transaction  in 
a  way  which  I  will  speak  of  in  a  moment  — 

Q.  Pardon  me  for  interrupting  the  story;  go  ahead  in  the  way 
you  were  telling.  A.  No,  the  plan  was  to  equalize  the  stock  issues ; 
«ome  of  the  properties  were  worth  more  than  others;  some  of  the 
stocks  were  worth  more  than  the  others.  It  was  difficult  to  formu- 
late a  plan  in  which  so  many  varying  stockholders  would  agree, 
and  we  start^^d  out  by  buying  for  cash  the  stock,  outstanding 
stock,  of  the  Central  New  York  Company.  Mr.  Maynard  con- 
ducted the  negotiations  in  behalf  of  the  stockholders  in  and  about 
Kochester  and  Syracuse. 

Q.  What  Maynard  was  that?  A.  Mr.  J.  F.  Ma\Tiard,  of  the 
Globe  Knitting  Company.  And  I  bought  their  stock  on  the  under- 
standing that  the  same  price  that  we  paid  would  be  offered'*^ 
every  stockholder.    We  offered  the  price  to  all  of  the  stockholders     '  ^i 
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and  all  that  stock  came  in ;  that  cost  was  $65  a  share.  Then  we 
bought  the  Empire  State,  and  all  of  that  came  in  but  a  very  small 
amount. 

Q.  At  what  price?  A.  Then  there  was  outstanding  the  New 
York  — 

Q.  What  was  the  price  of  the  Empire?  A.  The  Empire  was 
$40.  I  thought  it  would  go  better  if  I  offered  a  trade  of  securities 
for  its  securities  than  to  offer  cash,  so  I  bought  for  cash  at  par 
stock  of  the  Bell  Telephone  of  Pennsylvania,  and  offered  it  in 
trade  to  the  Hudson  River  stockholders  at  two  shares  of  the  Bell 
of  Pennsylvania  for  three  of  their  shares;  counting  the  Bell  of 
Pennsylvania  at  par,  that  made  the  Hudson  River  worth  sixty-six 
and  two-thirds;  we  offered  one  share  of  Bell  of  Pennsylvania  to 
the  stockholders  of  the  Xew  York  and  Pennsylvania  for  two  of 

their  shares;  that  is  on  the  samebasisof  figuring;  that  made  theirs 
fiftv. 

Q.  In  a  general  way,  who  was  the  Xew  York  and  Pennsylvania 
stock  purchased  from  ?  A.  Their  stockholders  were  widely  scat- 
tered ;  most  of  it  was  up  through  Xew  England,  but  some  of  it 
was  in  other  parts,  and,  of  course,  the  majority  of  that  particular 
stock  was  held  by  the  A.  T.  and  T. ;  but  we  bought  the  stock  from 
the  A.  T.  and  T.  on  exactly  the  same  basis  that  we  did  from  every- 
body else. 

Q.  That  was  bought  by  the  Xew  York  Telephone  Company? 
A.  By  the  Xew  York  Company.  Xow,  to  be  specific,  perhaps  the 
X^ew  York  Company  did  not  buy  that  stock  at  that  time ;  we  may 
have  bought  it  in  the  name  of  some  individual,  but  this  whole 
transaction  was  for  the  Xew  York  Telephone  Company;  the  Xew 
York  and  X'^ew  Jersey  Telephone  Company's  stockholders,  a  ma- 
jority of  them,  lived  in  Brooklyn  and  Xewark,  all  up  through 
Xew  England,  and,  of  course,  the  A.  T.  and  T.  did  not  hold  a 
majority  of  that  stock.  We  bought  that  stock  by  trading  —  we 
bought  A.  T.  and  T.  stock  and  traded  that  share  for  share  of  the 
Xew  York  and  Xew  Jersey.    Xow,  as  a  matter  of  fact  — 

Q.  That  is,  for  the  Xew  York  and  Xew  Jersey  stock?  A. 
For  the  Xew  York ;  we  bought  A.  T.  and  T.  stock  and  traded  that 
share  for  share  of  the  Xew  York  and  Xew  Jersey. 

Q.  What  had  the  Xew  York  and  Xew  Jersey  Company  been 
paying  prior  to  that  ?    A.  Seven  per  cent. 
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Q.  And  the  A.  T.  and  T.  paid  8  ?  A.  Paid  8.  The  niatier 
of  legal  stejjs,  you  asked  ahout  that  this  morning.  The  Xew  York 
Telephone  Company,  holding  all  of  the  capital  stock  of  the  Xcw 
York,  merged  that  company  under  section  15  of  the  Stwk  Law. 
Prior  to  that  merger,  however,  the  Central  Kew  York  acquired 
all  of  the  property  rights,  privileges  and  assets  of  the  Hn<l>r»n 
River,  the  Empire  State  and  the  New  York  and  Pennsylvania, 
proceeding  under  section  104,  it  used  to  be;  it  still  is  104;  l)uyiiig 
all  of  the  assets  and  property  and  paying  a  sum  .of  cash  into 
their  treasury  which,  u\you  distribution  to  their  stockholders, 
yielded  to  the  Hudson  River  sixty-six  and  two-thirds,  and  to  the 
New  York  and  Pennsylvania  fifty,  and  to  the  Empire  forty. 

Q.  Just  a  question.    A.  Yes,  sir. 

Q.  Was  that  proposition  submitted  to  the  stockholders^  of  tln'>p 
companies?  A.  The  proix)sition  was  submitted  to  the  stockholders 
of  each  company,  respectively. 

Q.  And  was  voted  on  by  the  stockholders?  A.  Well,  not  if«> 
far  as  exchanging  stock  for  stock;  that  was  an  individual  matter. 

Q.  No,  but  I  am  referring  now  to  the  turning  over  of  propertied 
of  the  Hudson  River,  the  Empire  and  the  New  York  and  Penn- 
sylvania to  the  Central  New  York ;  that  was  voted  on  i  A.  It  was^ 
voted  on;  in  fact,  the  statute  requires  a  two-fifths  vote  of  the 
directors  and  a  two-fifths  vote  of  the  stockholders. 

Q.  Two-fifths?  A.  Three-fifths,  I  should  say;  and  in  each 
case  the  stockholders'  meetings  were  held  and  the  action  duly 
ratified. 

Q.  Were  there  any  dissenting  votes  on  that  proposition  in  the 
stockholders'  meetings  i  A.  No;  I  do  not  think  there  was  a  dis- 
senting vote  in  any  one  of  the  stockholders'  meetings.  There  pc»s- 
siblv  niav  have  l)een.  If  so,  the  record  would  show  it;  but  I  was 
present  at  each  meeting,  and  I  do  not  rememl>er  there  was  a  dis- 
senting vote. 

Q.  Do  you  recall  whether  or  not  there  were  any  stockholders 
present,  aside  from  those  representing  the  Bell  interests?  A. 
Yes,  sir. 

Q.  In  any  case?  A.  Yes,  indeed;  the  New  York  and  New 
Jersey  was  a  very  full  meeting. 
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Q.  How  about  the  Hudson  Eiver?  A.  The  Hudson  River  — 
there  were  quite  a  number  of  stockholders  who  did  not  then  turn 
in  their  stock,  but  came  to  inquire  about  the  matter,  and  who  did 
turn  in  their  stock. 

Q.  Do  you  understand  that  all  of  the  stockholders  of  the  Hud- 
son River  Telephone  Company  have  now  turned  in  their  stock? 
A.  Xo,  not  all  of  them.  On  the  1st  of  January  —  may  I  refresh 
my  memory? 

Q.  Surely.  A.  Of  the  Empire  State  there  was  95.5  of  the  stock 
in,  10  shares  outstanding.  Of  the  New  York  and  Pennsylvania 
there  was  99.97  per  cent.,  3  shares  outstanding.  Hudson  River, 
99.51  in,  191  outstanding. 

Q.  How  many  holders  were  there  of  that  191  shares?  A.  Of 
the  Hudson  River  ? 

Q.  Yes.    A.  I  think  there  were  three. 

Q.  Three  holders?  A.  Yes;  I  am  not  positive  about  that,  but 
that  is  my  best  recollection.  The  Bell  of  Buffalo  and  the  New 
York  and  New  Jersey  came  in  under  a  little  different  process. 
The  Bell  of  Buffalo  we  traded  for  their  stock  on  the  same  general 
plan,  and  then  finally  bought  their  property,  proceeding  imder  the 
statute  in  exactly  the  same  way,  giving  them  three  to  four  shares, 
and  finally  buying  — 

Q.  At  a  basis  finally  of  93^^?  A.  Ninety-three  and  one-half 
it  figured  up;  and  there  is  still  99.07  per  cent,  of  their  stock  in; 
and  of  the  New  York  and  New  Jersey,  99.84  per  cent. ;  so  that 
practically  in  every  case  there  is  over  99  per  cent,  in,  and  in  the 
largest  lots  it  is  over  99^/0  per  cent. 

By  Chairman  Davis  : 

Q.  What  was  the  per  cent,  of  the  Hudson  River  ?    A.  Two  to  3. 
Q.  I  mean  the  percentage  of  stock?     A.  The  percentage  of 
stock  that  was  in,  of  the  Hudson,  99.51  per  cent.  in. 

By  Mr.  Page: 

Q.  And  outstanding,  191  shares?    A.  Yes,  sir. 
Q.  Take,  for  instance,  the  Hudson  River  Company;  that  fig- 
ured out  a  cash  amoimt  of  how  much  per  share  that  the  stock- 
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holders  could  receive ;  that  is,  in  case  they  did  not  exchange  ?  A. 
Sixty-six  and  two-thirds  dollars;  $66.67. 

Q.  That  company  is  still  in  existence  as  a  coriX)ration  ?  A. 
The  company  is  still  in  existence.  It  has  no  proi)erty  except  its 
right  to  be  a  corporation. 

Q.  It  has  on  hand  sixty-six  and  two-thirds  dollars  for  each  of 
the  101  shares  of  stock  outstanding?    A.  Yes,  sir. 

Q.  And  where  is  that  held  i  A.  It  is  deposited  in  the  Title 
Guarantee  and  Trust  Company. 

Q.  Here  in  Xew  York  i    A.  Here  in  Xew  York. 

Q.  To  the  credit  of  the  treasurer  of  that  company  i  A.  To  the 
credit  of  the  treasurer  of  that  company. 

Q.  And  is  it  bearing  interest  ?    A.  Three  per  cent.  * 

Q.  So  that  the  peoj^le  owning  those  shares,  whenever  they  turn 
in  their  stock,  can  have  the  benefit  of  the  exchange  offered  them  i 
A.  Oh,  yes. 

Q.  Or  they  can  have  sixty-six  and  two-thirds  dollars  plus  three 
per  cent,  interest  ?    A.  Yes. 

Q.  At  their  option?     A.  Yes,  sir. 

Bv  Chairman  Davis: 

Q.  Can  they  get  the  3  per  cent,  interest  ?  A.  Yes,  sir.  W'^hen 
we  first  put  this  in  the  trust  company  the  amount  was  so  small, 
and  we  thought  it  wcmld  go  right  out  within  a  few  days,  that 
thev  did  not  care  to  allow  any  interest  on  it  at  all ;  but  after  it 
stayed  there  some  time,  and  it  looked  as  though  some  of  it  would 
remain  some  little  time,  they  agreed  to  pay  interest  on  it  at  3 
per  cent. 

Bv  Mr.  Page: 

Q.  And  whatever  interest  accumulates  will  go  to  the  holders 
of  those  shares  pro  rata?    A.  Yes,  sir. 

Bv  Chairman  Davis: 

Q.  What  was  the  price  of  Huds<m  River  stock  shortly  before 
you  bought  it  for  (S^  ?  A.  Within  a  week  before  I  bought  it  I 
was  offered  the  stock  at  41 ;  when  we  bought  it  at  66  — 
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Q.  And  a  week  prior  to  that  ?  A.  Well,  I  don't  know.  It  sold 
along  at  between  40  and  50,  but  there  were  very  few  sales;  very 
little  of  it  sold. 

By  Mr.  Page: 

Q.  What  was  it  worth  a  year  before  that  ?  A.  A  year  before 
that,  iifr.  Page  —  I  would  have  to  look  that  up.  Of  course,  you 
don't  mean  exactly  a  year ;  you  mean  about  a  year  ? 

Q.  About  twelve  months  before  ?  A.  That  was  before  the  j^anic 
of  1907,  and  the  Hudson  River  Company's  dividend  some  time 
before  that  had  been  reduced  from  0  to  4  per  cent. ;  and  the  stock 
was  probably  selling  somewhere  along  al>out  GO,  I  think.  I 
would  not  be  sure  about  that. 

Q.  What  was  it  selling  at  before  the  dividend  was  reduced? 
A.  Well,  when  it  was  a  6  per  cent,  stock  —  you  mean  some  years 
before  that? 

Q.  Yes.  A.  When  it  was  a  0  per  cent,  stock  it  sold  for  100. 
It  represented  a  stock  subscription  at  par;  the  subscribers  made 
a  real  sacrifice  in  selling  the  stock  at  that  figure.  So  with  all 
these  cases. 

Q.  Then  when  the  dividend  was  reduced  to  4  per  cent,  the 
market  price  of  that  stock  dropped  to  60?  A.  Yes,  or  lower; 
that  is,  from  6  to  4. 

Q.  Did  it  ever  pay  less  than  4  per  cent.  ?  A.  Xot  to  my  knowl- 
edge. 

Q.  What  happened  to  bring  the  price  of  it  dovm  to  $40  a 
share?  A.  Well,  along  in  1905  and  1900  things  looked  very  bright 
and  promising,  and  Ave  contracted  for  a  plant  on  a  very  large 
scale,  borrowing  money  for  the  purpose,  expecting  the  new  busi- 
ness to  come  on  and  utilize  that  plant;  and  we  were  somewhat 
disappointed  in  that  respect,  and  we  had  more  plant  than  could 
be  advantageously  used ;  and,  of  course,  it  cost  us  money  to  main- 
tain it  and  carry  it  along.  Then  came  along  al)out  1907  hard 
times  —  in  the  latter  part  of  1907  —  and  the  directors  did  not 
think  it  wise  to  go  on  paying  the  dividend ;  in  fact,  they  were  not 
earning  the  dividend  at  the  time,  and  they  did  not  have  a  suffi- 
cient surplus  to  Avarrant  them  in  paying  it.     Xow,  there  was  an- 
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other  feature  in  connection  with  that  Hudson  River  and  all  those 
companies  up  there.  They  had  been  Iwrrowing  money  to  carry 
on  their  business,  and  they  owed  several  millions  —  some  sixteen 
or  seventeen  million  dollars  altogether. 

Q.  When  you  say  altogether,  you  include  the  companies  that 
were  acquired  by  the  New  York  i  A.  By  the  Xew  York  and  the 
Bell  of  Buffalo ;  that  was  acquired  by  it,  too. 

Q.  Was  that  heavily  in  debt?  A.  No;  the  Bell  of  Buffalo  had 
—  well,  I  have  forgotten  what  their  debt  was,  but  they  were  able 
to  pay  their  debt. 

Q.  Did  the  Xew  York  and  Xew  Jersey  owe  money?  A.  Xo; 
the  New^  York  and  Xew  Jersov  did  not  owe  anv  monev,  practicallv. 
It  had  monev  in  hand.    It  had  i^^sued  some  stm'k  the  voar  lx»fore. 

Q.  Was  that  a  stock  dividend  ?  A.  Xo,  sir.  The  stock  divi- 
dend Avas  paid  for  by  the  stockholders  at  par.  There  was  no  st(X*k 
dividend  at  all. 

Q.  That  is,  it  was  an  increase  ?  A.  It  was  an  increase  of 
stock,  and  it  was  offered  to  the  stockholders,  and  they  paid  for  it 
It  par. 

Q.  For  what  ])ur])08o  was  that  stock  issued  ?     A.  To  pay  off 

notes  that  had  been  previously  issued  to  provide  construction  funds 

and  for  subsequent  construction.     The  practice  was  to  run  along 

sometimes  as  much  as  two  years  without  issuing  stock;  sometimes 

we  would  issue  it  everv  vear,  but  there  was  no  fixed  rule  about 

If.        ' 

that  as  we  needed  funds. 

Q.  You  (lid  not  intend  to  ever  ao  more  than  two  rears  without 
issuing  new  stock  ?  A.  I  don't  think  it  could  be  said  that  there 
was  any  fixed  intention  on  that  plan.  You  had  to  catch  your 
stockholders  right,  and  wlien  you  could  put  out  t}ie  stock  and  get 

them  to  take  it.     I  have  seen  timers  when  thev  could  not  take  it. 

t.' 

Q.  Xot  only  the  stoekholders,  but  to  the  general  public  if  the 
stockholders  did  not  want  it  ?  A.  If  he  did  not  want  it,  vou  had 
to  put  it  out  at  times  when  the  public  would  take  it. 

Q.  Did  you  ever  ])ut  out  any  stock  of  these  companies  at  more 
than  par  i  A.  Yes,  we  put  out  the  Xew  York  Telephone  Com- 
pany's stock  at  more  than  par ;  but  that  is  part  of  the  story  I  had 
not  quite  reached,  so  I  will  go  on  to  that. 
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Q.  But  up  to  the  time  of  this  consolidation,  no  stock  of  the 
New  York  Telephone  Company  had  been  put  out  at  more  than 
par,  had  it?  A.  No;  that  stock  had  been  sold  at  par  up  to  that 
time  for  more  than  cash.  Now,  first,  we  bought  this  A.  T.  and  T. 
stock  at  140  or  in  that  vicinity;  that  is  the  figure  we  used  in 
making  these  calculations. 

Q.  Was  that  partly  bought  from  the  Western  Union  Tele- 
graph Company  ?    A.  Part  of  the  stock  ? 

Q.  Yes.    A.  The  A.  T.  and  T.  ? 

Q.  Yes.    A.  No,  sir;  that  is  quite  another  matter. 

Q.  Oh,  they  sold  some  New  York  Telephone  Company?  A. 
The  A.  T.  and  T.  bought  the  stock  of  the  Western  Union  —  the 
New  York  Company  stock  held  by  the  Western  Union;  that  has 
nothing  to  do  with  this  transaction,  but  I  am  familiar  with  it, 
and  if  you  want  the  facts  I  will  be  very  glad  to  tell  them  to  you. 

Q.  That  was  prior  to  acquiring  Western  Union  control  by  the 
A.  T.  and  T.,  but  about  that  time?  A.  No,  it  was  before  that 
time. 

Q.  What  was  the  price  paid  per  share  for  that  stock  —  the 
New  York  Telephone  stock  —  at  that  purchase  ?  A.  That  is  a 
question  you  asked  Mr.  Vail  and  he  excused  himself,  but  I  will 
tell  you.     It  was  150,  wasn't  it? 

ilr.  Thurber:  Yes. 

Q.  He  excused  himself  and  I  did  not  insist,  because  I  intended 
to  find  out  later  from  somebody.  A.  Well,  shall  I  digress  from 
thi?i  story  and  take  up  that,  or  do  you  want  this  finished  ? 

Q,  Go  on  wi  th  the  story  you  were  telling.  I  avsked  you  that  ques- 
tion simply  because  it  came  to  my  mind  at  that  time.  A.  I  know 
that  story  and  can  tell  it  if  you  want  it,  but  as  to  this :  We  bought 
the  A.  T.  and  T.  stock  to  trade  for  these  other  stocks  at  substan- 
tially 140  a  share,  that  being  the  market  price  at  that  time. 

Q.  That  is,  the  A.  T.  and  T.  stock?  A.  The  A.  T.  and  T. 
stock  that  we  traded  for  these  other  stocks. 

Q.  Was  that  a  new  issue  of  stock  or  was  it  stock  that  you 

« 

bought  in  the  market  ?  A.  No ;  we  bought  some  of  it  in  the  mar- 
ket and  some  of  it  we  bought  from  the  A.  T.  and  T.  itself ;  treas- 
ury stock  which  thev  sold  us. 
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Q.  Treasury  stock  which  had  beeu  authorized  and  never  issued  t 
A.  Treasury  stock  which  had  been  authorized  and  never  issued: 
and  they  sold  it,  and  we  bought  part  of  it  from  them  and  part  of 
it  in  the  market. 

Q.  And  you  paid  them  the  same  price  as  you  paid  in  the  oi>eii 
market  ?  A.  We  paid  them  140,  and  I  think  we  were  buying  thi< 
along  for  five  or  six  months,  and  it  cost  ns  in  the  neighborhmxl 
of  140,  possibly  a  point  above  or  a  point  below;  but  I  should  ?ay 
141  and  a  fraction  to  be  exact,  including  commissions  —  the 
whole  expense  of  it.  Now,  we  traded  that  stock  to  the  Xew  York 
and  New  Jersey,  share  for  share.  That  meant  giving  140  to 
the  Xew  York  and  New  Jersey  stockholders,  practically. 

Q.  For  a  7  per  cent,  stocks  A.  Y''es,  for  a  7  per  cent,  stock. 
It  was  earning  9  per  cent.  We  traded  that  stock  for  the  Hu(l>"ii 
River  —  for  the  Bell  of  Pennsylvania,  I  should  say,  and  the  Cen- 
tral District  and  Printing  and  Telegraph  Company.  That  i?. 
those  two  Southern  companies;  we  having  traded  that  stock  for 
the  stocks  of  these  up-State;  the  Pennsylvania  Company  stock  f«»r 
the  stocks  of  the  up-State  companies.  Now,  in  order  that  the 
New  York  Company  —  that  there  might  be  no  — 

Q.  Just  a  moment,  if  I  may  interrupt;  I  did  not  quite  get 
that.  The  Central  New  York  Company  acquired  the  Hudson 
Kiver  and  the  Empire?    A.  Y^'es. 

Q.  And  the  Northern  Pennsylvania?     A.  Yes,  sir. 

Q.  Now,  how  did  they  get  the  stock  of  the  Cumberland,  i<^  it? 
A.  No,  the  Bell  of  Pennsvlvania. 

Q.  The  Bell  of  Pennsylvania;  how  did  they  get  that  stock  t.i 
trade  for  the  stock  of  the  other  companies?  A.  That  is,  the 
Central  New  Y'ork  ? 

Q.  Y'^es;  how  did  that  got  into  the  hands  of  the  Central  New 
Y'^ork ?.  A.  No;  I  have  not  made  myself  quite  clear.  The  Central 
New  York  Company  did  not  acquire  this  stock.  We  traded  so  that 
I,  personally,  if  you  i)lease,  traded  the  Bell  of  Pennsylvania 
stock  which  I  bought  from  that  company  for  cash  at  par  for  Ilnd- 
son  River  and  New  York  and  Pennsylvania  stock ;  then  I  became 
a  stockholder  in  that  company.  Now,  the  New  Y'^ork  Central 
Company  paid  cash  for  the  assets  of  these  companies,  which  wa^ 
distributed  among  their  stockholders.     Now,  is  that  clear? 


Xo.  38.1  905 

Q.  Yes;  I  did  not  get  that  before.  A.  Then  the  Central  Kew 
Tork  borrowed  the  cash  for  that  purpose  to  acquire  these  prop- 
erties. Then  the  New  York  Company,  owning  all  of  the  stock 
of  the  Central  l^ew  York  Company,  merged  the  Central  New 
York  into  itself. 

Q.  Where  did  the  Central  of  New  York  borrow  this  cash? 
A.  It  borrowed  this  cash  from  the  New  York  Company. 

Q.  It  had  been  borrowing  for  some  years,  had  it  not,  for  exten- 
sions? A.  Yes.  All  those  companies  had  been  borrowing  from 
the  A.  T.  and  T.  Co. 

Q.  What  was  the  debt  of  the  Central  New  York  Company 
prior  to  its  borroTving  of  the  New  York  Telephone  Company? 
A.  I  thought  I  had  those  figures  here,  !Mr.  Page,  but  I  am  sorry, 
I  haven't. 

Q.  Well,  in  round  numbers?     A.  My  recollection  is  that  they 

owed   some  $3,000,000  or  $4,000,000  and  that  whole  group  of 

three     or     four     of     them     owned     about     some     $16,000,000. 

I    bought    those    notes    at    87^/>.       Those    notes    were    held    by 

the    American    Telegraph    and    Telephone    Company;    so    that 

in   the   reductions   of  obligations   and   capital   we   had   first   the 

scaling    down    of    the    Hudson    River    stock    and    of    each    of 

the    other    stocks,    and    then    the    scaling    down    of    this    debt 

of  all  of  them.     Of  that  whole  total  scaling  down  of  obligations 

there  was  a  total  reduction  of  $7,030,625.     Of  that  total  67  8/10 

[)er  cent,  fell  on  the  A.  T.  and  T.  Co.,  32  2/10  per  cent,  fell  on 

the  stockholders  other  than  the  A.  T.  and  T.  Company.     Now, 

in  the  company  that  you  have  been  particularly  inquiring  about 

—  well,  I  will  give  you  the  Central  Ncav  York  first.     The  A.  T. 

and   T.   stood  the  cut  on  that  company  to  the  extent   of  90.5. 

Outside  stockholders  stood  9.5  of  a  total  cut  of  $1,094,275.     But 

the  point  I  wish  to  impress  on  the  Committee  at  this  time  is 

that  here  was  a  reduction  of  capitalization  or  in  obligations  of 

$7,030,625,  and  that  the  A.   T.  and  T.  Company,  the  so-called 

parent  company,  stood  68.8  per  cent,  of  that  cut. 

Q.  But  they  also  acquired  all  of  the  property  ?  A.  Well,  they 
didn't  acquire  all  the  property.  The  New  York  Telephone  Com- 
pany acquired  all  the  property. 
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Q.  Who  controls  the  Xew  York  Telephone  Company?  A. 
The  A.  T.  and  T.,  but  the  stock  outstanding  in  the  hands  of  the 
public  was  reduced  by  $8,769,500. 

Q.  That  is,  calling  the  New  York  Telephone  Company  the 
public?     A.  No. 

Q.  Well,  outside  of  the  New  York  Telephone  Company  the 
total  amount  of  stock  in  the  hands  of  the  public  was  wiped  out, 
wasn't  it  ?  That  is,  when  you  got  through,  the  public,  outside  of 
the  New  York  Telephone  Company,  had  no  stock  ?  A.  They  have 
stock  of  the  A.  T.  and  T.  Company. 

Q.  But  not  in  those  companies?  A.  But  not  in  those  com- 
panies. They  had  stock  in  the  A.  T.  and  T.  Company  or  they 
had  cash. 

Q.  Now,  the  stock  got  something.  The  stock  of  all  of  thH>e 
companies  was  treated  as  a  thing  of  value?  A.  Yes,  it  all  jrot 
something. 

Q.  Well,  the  notes  that  they  had  issued  which  were  held  by 
the  A.  T.  and  T.  Company  were  obligations  of  the  company 
ahead  of  the  stock  ?     A.  Yes. 

Q.  Why  should  the  A.  T.  and  T.  scale  those  down  and  take 
less  than  par  for  them  ?  A.  Well,  because  they  couldn't  get  par. 
We  wouldn't  trade  on  that  basis, 

Q.  Who  are  **  we  "  ?    A.  My  companies. 

Q.  Your  companies  belong  to  the  A.  T.  and  T.  ?  A.  Well,  I 
don't  belong  to  the  A.  T.  and  T.  I  represent  the  minority  stock- 
holders. 

Q.  Is  that  a  condition  or  a  theory?  A.  No,  it  is  a  theory.  I 
represent  the  minority  stockholders  as  much  as  I  do  the  A.  T. 
and  T. 

Q.  You  are  a  stockholder,  also,  of  the  A.  T.  and  T,  ?  A.  That 
don't  make  anv  difference. 

Q.  But  what  I  don't  see  is  why  the  A.  T.  and  T.  scaled  thn^e 
notes  down  when  they  were  ahead  of  the  capital  stock  and  they 
could  have  insisted  upon  payment  of  them  or  taken  the  c«»in- 
panies  ?  A.  Well,  you  don't  mean  to  say,  Mr.  Page,  that  l)(-can>e 
one  company  owns  the  majority  stock  that  it  can  do  what  it  i)lea>e> 
with  that  corporation? 
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Q.  There  are  some  statutes,  I  believe,  that  attempt  to  prevent 
it.    A.  Yes. 

Q.  They  may  not  always  be  successful.  A.  There  are  good 
business  rules  that  prevent  it.  Here  was  the  idea:  That  that 
property  by  cutting  into  a  consolidation  like  this  —  that  prop- 
erty must  be  taken  at  what  it  is  worth  with  reference  to  the  whole 
thing.  N'ow,  it  would  not  do  to  make  those  stockholders  up  there 
stand  all  the  loss.  The  A.  T.  and  T.  must  come  in  and  stand  all 
the  loss,  and  the  way  I  put  it  to  them  was  that  they  loaned  this 
money  because  they  were  the  majority  stockholders  and  owned 
the  largest  interest  in  it;  and  if  conditions  had  been  such  that  it 
could  have  been  done,  they  would  have  taken  stock  instead  of 
those  notes  and  those  notes  ought  to  be  treated  somewhat  as  though 
they  were  stocks ;  and  they  took  that  view  of  it.  Of  course,  there 
was  still  another  thing.  We  were  trading  with  the  N.  Y.  and 
N.  J.    The  majority  of  the  stock  was  held  by  outside  people. 

Q.  Didn't  the  A.  T.  and  T.  Company  own  the  control  of  the 
Kew  Jersey  Company?    A.  Xo. 

Q.  Where  was  that  control  ?  A.  That  control  was  in  the  hands 
of  people  who  lived  principally  in  its  own  territory,  Brooklyn, 
New  Jersey  and  some  New  England  people.  The  A.  T.  and  T. 
never  did  own  a  control  of  the  N.  Y.  and  N.  J.  It  has  always 
been  an  independent  company,  as  far  as  that  is  concerned.  Be- 
sides, at  that  time,  the  Western  Union  Company  held  a  large 
interest  in  the  New  Jersey  Company,  and  it  is  necessary,  in 
order  to  formulate  a  plan  which  would  prove  acceptable  to  the 
New  York  and  New  Jersey  stockholders  and  to  the  Western 
Union  Company,  to  make  a  greater  reduction  in  these  northern 
properties  than  was  possible  through  a  mere  scaling  down  of  the 
stock. 

Q.  So  they  were  willing  to  waive  their  strict  legal  rights  to 
claim  the  par  for  the  notes  ahead  of  the  interest  of  any  stock- 
holder, and  treated  their  notes  as  capital  stock  issues  and  took 
them  in  on  the  same  basis  as  the  stockholders?  A.  Xo;  they  got 
87^/^  per  cent,  for  all  of  their  notes. 

Q.  Then  they  yielded  more  whore  the  company  was  in  g(xid 
than  they  did  where  it  was  in  bad  shaj)e  —  that  is,  more  pro- 
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portionately  ?  A.  Xo.  Will  you  look  at  it  this  way  for  a  moment? 
The  first  step  in  this  move  I  took  when  Mr.  Vail  was  in  Europe 
over  a  year  ago.  That  is  when  I  got  the  Central  Xew  York  and 
the  Empire  State  stocks  by  cash,  and  then  the  Hudson  lliver  and 
the  X.  Y.  and  Penn. ;  so  we  didn't  have  to  deal  with  the  A.  T. 
and  T.  on  that.  But  when  we  had  got  those  up  in  shape  to  make 
one  company  —  one  up-State  company  —  then  it  became  a  three- 
cornered  deal  between  the  up-State  companies  as  a  unit,  the  X. 
Y.  and  X.  J.  on  the  one  hand  and  the  X.  J.  on  the  other.  The 
A.  T.  and  T.  stood  as  a  creditor  to  this  up-State  proposition  to 
the  extent  of  about  $1G,000,000,  and  in  order  to  make  this  deal 
all  around  and  bring  in  the  X.  Y.  and  X.  J.  and  the  Xew  York 
they  made  the  concession  on  those  notes. 

Q.  But  the  case  of  the  company  whose  stock  was  worth  GO  — 
A.  Yes. 

Q.  They  scaled  down  their  notes  just  the  same  percentage  as 
thev  did  the  notes  of  the  comi)anv  whose  stock  was  oulv  worth  50 1 

•  JL  I.  •. 

A.  Just  exactly  the  same. 

Q.  And  did  thev  hold  auv  of  the  notes  of  the  Buffalo  Bell  i 
A.  Yes,  they  held  some  notes  of  the  Buffalcj  Bell. 

Q.  Were  those  scaled  down  ?  A.  Xo,  those  were  not  scaled  down 
because  that  Buffalo  Bell  proposition  came  in  long  after  this 
arrangement  was  made  and  the  rest  of  the  up-State  compaiiies. 

Q.  That  was  a  later  thought?    A.  Yes. 

Q.  What  was  the  date  of  the  turning  over  of  the  Hudson  lliver 
Company  to  the  Central  Xew  York  i  A.  It  was  done  in  Septem- 
ber of  this  vear. 

Q.  What  is  the  dividing  line  south  of  Syracuse  and  Onondaga 
county  between  the  territory  of  the  Central  Xew  York  and  the 
territory  of  the  Empire  State  i  A.  I  don't  think  I  follow  you 
there. 

Q.  The  Central  Xew  York  Tele])hone  (^Mn])any  had  a  terri- 
tory that  ran  north  to  the  Canadian  line  ?    A.  Yes. 

Q.  Including  the  counties  of  Jefferson  and  Onondaga  as  its 
most  western  counties.  Then  south  of  Onondaga  how  far  did 
that  territory  of  the  Central  Xew  York  continue?  A.  It  ran  all 
the  way  down  to  the  northern  tier  of  counties. 
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Q.  What  is  the  dividing  line  between  that  company's  territory 
and  the  territory  of  the  Empire  Company?  A.  Why,  the  line 
between  Delaware  —  and  I  don't  remember  by  counties  so  very 
well.  I  thought  I  had  a  map/ but  I  haven't.  We  operated  Cen- 
tral 'New  York  and  Empire  as  one  grand  division  of  the  territory. 
Q.  And  what  is  the  line  between  the  territorv  of  the  Hudson 
River  Company  and  the  Central  Xew  York  ?  A.  Well,  the  Hud- 
son River  territory  ran  over  as  far  as  Little  Falls,  and  we  went 
up  through  Malone,  and  those  were  the  two  westerly  points  run- 
ning down  through,  say,  the  Adirondacks,  Little  Falls  and 
Malone,  and  just  east  of  Little  Falls.  Then  it  took  in  the  Cats- 
kills,  going  clear  over  the  border,  Delaware  county  being  over  in 
the  Central  Xew  York  territorv. 

Q.  They  were  in  the  Central  K".  Y.  territory?  A.  They  were 
in  the  Central  X.  Y.  territory.  The  Hudson  River  territory  was 
really  a  strip  right  up  through  the  Hudson  River  valley,  includ- 
ing practically  the  backbone  of  the  Adirondacks  and  the  Catskills, 
and  running  off  from  Port  Jervis  and  Malone  and  Goshen  on  the 
southwest. 

Q.  What  was  paid  for  the  Buffalo  Bell?  A.  We  paid  an 
amount  that  on  final  distribution  to  the  stockholders  gave  them 
93^/4  per  share. 

Q.  What  was  that,  in  gross  ?  A.  In  gross  they  had  $8,000,000 
—  w^ell,  there  was  a  reduction  of  their  stock  of  $1,249,100,  and 
they  have  something  over  $8,000,000  of  capital.  As  I  remem- 
ber it,  it  was  $8,140,000  —  something  like  that.  I  can  give  you 
the  exact  figures  if  you  want  them. 

Q.  Is  that  the  measure  of  the  value  of  their  physical  prop- 
erties ?  A.  In  determining  those  values  a  number  of  elements 
were  taken  into  consideration.  Before  discussing  that,  may  I 
say  a  word  to  wind  up  and  then  I  will  come  to  it. 

Q.  Certainly.  A.  As  to  the  basis  on  which  we  made  those 
terms  — 

Q.  I  want  to  get  at  this  proposition.  Did  you  estimate  it  from 
their  earning  capacity  or  did  you  estimate  it  from  their  capital 
stock  and  bonds  and  notes  outstanding,  or  did  you  have  an  actual 
appraisal  made  of  all  of  those  properties  by  competent  engineers 
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to  determine  in  some  woU-knowTi  method  what  the  property  was 
actually  worth  ?    A.  Xo. 

Q.  Did  you  ever  have  that  done?  A.  Well,  I  took  —  may  I 
answer  your  other  question  before  this  one  i  I  took  all  of 
their  assets,  beginning  with  their  capital,  whether  it  was  capital 
represented  by  capital  stock  or  bonds.  I  took  the  earning  power, 
the  position  of  the  territory  with  reference  to  other  territories. 
There  is  quite  a  difference  between  the  N.  Y.  and  X.  J.  territory 
and  the  Buffalo  territory. 

Q.  As  to  earning  power  ?  A.  As  to  earning  power  —  pros- 
pective earning  power.  Xow,  we  didn't  base  the  capitalization  on 
earning  power  or  prospective  earning  power,  but  to  determine  the 
relative  value  of  those  properties  we  took  not  only  the  property 
at  its  cost,  but  whether  or  not  it  had  been  properly  depreciated; 
we  took  the  business  that  it  had  in  hand;  that  is,  its  earnings  of 
to-day  and  its  prosi)ective  earnings  and  the  character  of  the  terri- 
tory with  reference  to  future  commercial  development.  Xow,  the 
territory  of  the  Xew  York  and  Xew  Jersey  was  considered  vastly 
superior,  in  that  one  respect,  to  the  territory  of  the  Hudson 
River,  we  will  say;  but  we  took  all  those  factors  into  considera- 
tion and  determined  the  relative  values  of  these  properties.  I 
did  not  have  what  vou  call  a  definite  survev,  an  inventory,  made 
of  plant  in  each  territory.    For  example  — 

Q.  So  that  your  valuation  that  you  arrived  at,  while  it  would 
not  be  fair  to  say  was  a  guess,  was  an  estimate  ?  A.  Oh,  it  was 
an  estimate  based  on  the  books;  and  take,  for  example,  the  Bell 
of  Buffalo  has  one  time  declared  a  stock  dividend  of  $1,000,000 
in  years  gone  by. 

Q.  You  took  that  away  from  them?  A.  We  took  that  away 
from  them. 

Q.  Tt  had  lieen  paying  G  per  cent,  all  the  time?  A.  Well,  that 
is  all  right;  and  probably  ought  to  have  paid  8;  but  if  you  had 
had  the  deal  with  those  disgruntled  stockholders  as  I  had,  because 
they  didn't  g(*t  more,  you  would  wish  that  they  had  been  paid  8. 

Q.  They  were  not  all  disgruntled,  were  they?  A.  Xo,  they 
were  not.  Some  of  them  were  very  nice  about  it.  But  I  took 
that  into  consideration. 
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Q.  iNow,  they  didn't  depreciate  their  property  as  much  as 
some  of  the  other  companies  did.  A.  I  took  that  into  considera- 
tion. So  it  is  impossible  for  me  to  say  just  exactly  what  I  did 
take  into  consideration  in  every  case,  but  I  tried  to  the  very  best 
of  my  ability  to  make  an  arrangement  for  them  all,  and  I  think 
the  way  they  came  in  the  percentage  has  shown  that  it  was  rea- 
sonably fair  to  all  parties  in  interest. 

Q.  Well,  now,  suppose  you  skip  across  the  State  to  Albany  and 
take  in  the  Hudson  River  Company.  That  paid  dividends  of  6 
per  cent,  for  a  while  ?    A.  Yes. 

Q.  And  dropped  to  4?    A.  Yes. 

Q.  Did  it  ever  pay  any  dividends  that  it  did  not  earn?  A. 
Xo,  it  never  paid  any  dividends  that  it  didn't  earn  as  long  as  I 
was  with  the  company.  I  am  not  answering  for  all  the  time  past, 
but  I  don't  believe  it  ever  did. 

Q.  Did  it  ever  earn  any  dividends  that  it  didn't  pay?  A.  It 
had  a  small  surplus  when  we  took  it  over  — 

Q.  That  was  last  summer?    A.  That  was  last  summer. 

Q.  How  long  since  it  had  paid  a  dividend?  A.  Oh,  it  was 
paying  dividends —  no,  it  had  paid  dividends  up  to  —  well, 
about  —  I  think  it  was  about  two  years  ago  that  we  stopped  the 
<Jivi(lend.  If  you  care  for  it  I  will  give  you  a  statement  showing 
the  dividends  paid  by  each  of  those  companies  throughout  all  the 
past  year.  It  is  no  trouble  to  get  it  up  and  no  objection  to  giving 
it  to  you. 

Q.  I  wish  you  would.  A.  I  would  be  very  glad  to  do  it  for 
you. 

Q.  The  Central  Xew  York  Company  hasn't  paid  a  dividend 
in  years  ?  A.  Xot  in  a  long  time ;  and  the  Empire  Company  has 
not  in  a  long  time. 

Q.  How  do  you  accoimt  for  that  ?  It  was  operating  at  a  profit, 
wasn't  it  ?    A.  It  was  what  ? 

Q.  Operating  at  a  profit?  A.  Xo,  it  was  not  operating  at  a 
profit. 

Q.  Was  it  operating  at  a  loss  ?  A.  Yes,  the  Empire  was  operat- 
ing at  a  loss  for  a  while. 

Q.  Xo;  I  mean  the  Central  Xew  York.  A.  The  Central  Xow 
York  ?     Well,  it  was  operating  at  a  loss  for  a  time. 
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Q.  How  much  of  a  loss  ?  A.  I  think  they  were  running  behind 
there,  when  I  first  went  up  there,  about  $100  a  year ;  something  in 
that  neighborhood. 

By  Vice-Chairman  Mekkitt: 

Q.  Is  that  the  way  those  notes  came  to  be  made  ?  A.  Xo ;  those 
notes  came  to  be  made  in  this  way :  The  properties  —  they  didn't 
appreciate  what  the  possible  development  and  demand  for  tele- 
phone service  in  that  vicinity  would  be,  and  they  borrowed  the 
money  in  order  to  provide  a  large  plant  of  toll  lines,  central  offiei's?, 
and  so  on,  and  they  had  to  carry  that  plant  before  they  actually 
began  to  get  business  to  come  in  to  take  care  of  it.  Meanwhile 
there  was  considerable  competition  up  there,  and  they  couldn't 
get  rates.  The  independents  thought  they  could  furnish  excellent 
service  at  very  low  rates  and  our  people,  having  their  plant  there, 
and  finding  it  better  to  take  half  a  loaf  than  no  bread  at  all,  had  to 
cut  their  rates.  They  couldn't  take  their  plant  away  but  had  t^ 
submit  to  the  inevitable. 

Q.  Did  they  at  some  time  earn  money  which  they  put  into 
extensions  ?    A.  Which,  the  Central  New  York  ? 

Q.  The  Central  New  York  ?    A.  Oh,  yes. 

Q.  They  put  a  part  of  their  earnings  into  extensions  i  A.  They 
put  a  part  of  their  earnings  into  extensions ;  yes,  sir. 

Q.  But  they  wanted  to  extend  faster  than  their  earnings  wuuM 
pay  for  their  extensions,  so  borrowed  money?  A.  Not  only  faster 
than  their  earnings  could  pay,  but  faster  than  they  couUl  proviJf 
funds  by  selling  stocks  and  bonds  of  their  own,  so  they  had  to  c* 
to  the  A.  T.  &  T.  and  that  is  how  the  A.  T.  &  T.  came  to  lenJ 
them  the  money. 

Q.  Do  you  think  that  territory  will  ever  pay  sufficiently  to  {my 
dividends  on  the  capital  stock  represented  by  that  property  i  A.  I 
think  with  the  adjustment  of  the  capital  stock  that  has  1x>on  ma<le 
there,  ^Ir.  Page,  that  they  will  be  earning  their  share  of  the  ^vn- 
eral  dividend  rate  now. 

Q.  Isn't  it  a  fact  that  a  great  deal  of  the  money  lM)rrowed  l»y 
the  Central  Xew  York  Company  was  issued  to  acquire  eontri»llini' 
interests  in  various  small  companies  in  their  territory  and  aN<»  in 
the  territory  of  the  Em])ire  and  to  some  extent  in  the  territory  of 
the  Hudson  Kiver  Company  ?    A.  Of  the  Central  Xew  York  ? 
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Q.  Yes.     A.  During  later  years  ? 

Q.  I  don't  know  when,  but  some  time.  A.  I  am  afraid  I  have 
not  got  your  question  clear.  In  the  early  days  of  the  telephone 
business  there  was  a  lot  of  small  companies  licensed  by  the  A.  T. 
&  T.,  and  those  companies  were  brought  together  into  one  organiza- 
tion like  the  Xew  York  and  Penn,  and  were  composed  of  a  great 
many  small  units.  Are  you  asking  about  that  or  about  getting 
control  of  independent  companies  in  recent  years  ? 

Q.  Well,  companies.  I  don't  know  whether  you  call  them  inde- 
pendent or  not.  The  Central  N.  Y.  was  made  up  of  several  com* 
panics  coming  together  ?    A.  Yes. 

Q.  Xow,  right  up  to  the  time  of  the  merger  the  Central  Xew 
York  Company  was  the  owner  of  the  controlling  interest  in  various, 
smaller  companies,  was  it  not  ?  A.  Well,  it  owned  the  Oswego  and 
the  Cortland  companies,  and  companies  of  that  kind  you  refer  to.. 

Q.  Yes.  A.  Oh,  yes,  there  were  several  companies  there  that 
we  have  acquired.    Competitors  of  ours,  you  mean  ? 

Q.  Yes.    A.  Yes,  we  acquired  some  competitors. 

Q.  By  getting  a  control  of  the  stock  ?  A.  By  buying  the  whole 
thing. 

Q.  Sometimes  you  got  a  stock  control,  didn't  you  ?  A.  Well,  I 
don't  know. 

Q.  Didn't  you  go  as  far  as  Friendship  and  secure  a  control  in 
the  stock  of  that  company  ?    A.  Those  are  sub-licensees. 

Q.  The  Central  New  York  has  control  of  that  ?  A.  They  are 
sub-licensees  of  ours. 

Q.  They  acquired  it  when  it  merged  with  the  Central  Xew 
York  ?  A.  Yes,  it  acquired  the  stock  by  that  merger  by  taking  the 
assets  of  the  Central  New  York  Company. 

Q.  The  Central  New  York  did  own  that  ?    A.  Yes. 

Q.  And  it  also  owned  the  controlling  stock  of  small  companies 
operated  over  in  the  Lake  Champlain  country?  A.  Tt  didn't  own 
any  of  the  stock  of  companies  operated  outside  of  its  own  territory, 
except  as  it  might  have  acquired  such  stock  b\'  acquiring  the  assets 
of  the  Hudson  River  Company  and  the  New  York  and  Penn  and 
the  Empire  State.     All  that  occurred  the  1st  of  April,  this  year. 

Q.  The  1st  of  April  'i  A.  Yes,  April  or  ^lay,  I  wouldn't  he^ 
quite  sure  of  that. 
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Q.  How  many  companies  —  separate  corporations  —  were  con- 
trolled by  the  Central  New  York  Telephone  and  Telegraph  Com- 
pany at  the  time  of  the  merger  or  immediately  before  —  operating 
companies  ?  A.  Only  the  Hudson  River,  the  Empire  State  and  the 
I^ew  York  and  Penn,  if  I  imderstand  your  question. 

Q.  Then  you  don't  understand  it,  because  it  certainly  controls 
several  other  companies.  It  controlled  the  company  at  Friendship, 
didn't  it?  A.  Friendship?  Well,  I  don't  know  whether  it 
controlled  it  or  only  had  a  small  interest  in  it. 

Q.  It  had  a  controlling  interest  in  the  stock  of  the  company  at 
Angelica  ?    A.  Yes. 

Q.  And  at  Trumansburg?    A.  I  think  there  was. 

Q.  elust  give  me  a  list  of  all  of  those  companies.  A.  I  would 
be  very  glad  to.  I  may  have  them  here.  Will  you  excuse  me  a 
moment  until  I  look  in  my  coat  pocket  ?  Maybe  I  can  give  it  to 
you  right  now.  Yes,  I  think  I  can  give  it  to  you  right  now,  Mr. 
Page.     Angelica  —  we  own  some  stock  in  Angelica.     Bolivar. 

Q.  You  own  a  control  of  it,  don't  you  ?  A.  Let  me  see,  I  can't 
tell  you  whether  it  is  a  control  or  not;  but  I  can  give  you  that 
information  if  you  want  it. 

Q.  I  think  it  is  a  control.  We  will  let  it  go  at  that.  A.  I 
won't  dispute  it;  I  don't  know.    The  principle  is  just  the  same. 

Q.  You  control  that,  anyway  ?  A.  It  is  a  sub-license.  Bolivar, 
Belfast,  Belmont,  Cuba,  Clifton,  Cooperant,  Deposit,  Friendship, 
Grandville,  Trumansburg,  Ticonderoga  —  that  is,  down  in  Penn- 
sylvania. That  is  the  only  interest  in  those  companies  operating 
in  those  places. 

Q.  How  about  Oswego?  A.  We  bought  that  outright.  That 
was  an  independent  competitor  of  ours.  We  bought  all  its  stock 
and  merged  it  with  our  company,  to  the  great  relief  of  the  people 
and  the  satisfaction  of  everybody  ? 

Q.  What  eflfeet  did  it  have  on  the  rates  ?  Did  they  go  down  ?  A. 
J  think  that  after  the  consolidation,  as  always  happened  in  such 
cases,  the  public  paid  less  for  the  telephone  service  than  they  d^" 
before. 

Q.  It  was  less  because  they  didn't  pay  for  two  phones  ?  A.  They 
paid  less  monev  and  had  better  service  than  before.   - 
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Q.  How  about  the  individual  subscriber  to  your  phone?  Did 
he  pay  less  or  more  ?  A.  I  don't  believe  there  is  any  case  where 
we  have  raised  rates.  I  don't  believe  any.  It  is  barely  possible 
you  might  pick  me  up  on  that,  but  I  don't  know  of  any. 

Q.  Do  you  know  of  any  place  where,  as  the  result  of  competi- 
tion, you  put  in  local  exchange  service  for  nothing?  A.  Local 
exchange  service  for  nothing  as  the  result  of  competition  ? 

Q.  Yes,  or  in  an  effort  to  drive  out  competition?  A.  We  have 
gone  almost  that  far  j  but  I  don't  know  any  place  where  we  have 
done  it  for  nothing. 

Q.  Haven't  you  gone  absolutely  that  far  ?  A.  It  may  have  been 
done ;  but  not  under  my  orders. 

Q.  You  don't  issue  orders  for  things  like  that  ?  A.  Yes,  we  do. 
We  sometimes  —  as  I  say,  we  have  got  our  poles  and  wires  and 
central  office  in  a  given  place  and  you  can't  move  them  out  and 
take  them  to  the  next  town,  and  you  have  got  to  compete  for  the 
traffic  or  your  plant  will  stand  idle,  and  they  sometimes  know- 
ingly, and  tell  the  public  so,  that  we  furnish  them  service  at  less 
than  it  costs  us  because  we  are  helpless  and  can't  do  anything  else. 

Q.  Did  you  ever  know  or  hear  of  a  case  where  telephones  were 
put  in  in  a  town  and  local  exchange  service  given  for  nothing  or 
practically  nothing,  in  order  to  destroy  competition,  and  in  a 
nearby  town  where  there  was  no  competition,  you  simultaneously 
raised  the  rates  for  local  exchange  service?  A.  Xo;  I  don't  re- 
member the  case  you  are  apparently  describing,  I  hope,  with 
accuracy. 

Q.  It  sounds  like  a  real  case,  though,  doesn't  it  ?  A.  There  are 
lots  of  cases. 

Bv  Vice-Chairman  Merritt: 

Q.  Do  you  preserve  the  identity  of  all  of  those  companies,  big 
and  little,  as  they  have  been  acquired  ?  For  instance,  the  Oswego 
property?  A.  No,  sir,  that  is  merged.  When  we  acquire  all  the 
stock  of  a  corporation  we  merge  it  into  our  o^vn  corporation  by 
filing  a  certificate  with  the  Secretary  of  State  imder  section  58. 
We  abhor  this  vast  number  of  corporations  and  would  like  to  get 
rid  of  them  but  for  some  special  reasons  it  is  necessary  to  keep 
some  of  them  alive. 
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By  ;i[r.  Page  : 

Q.  Where  you  acquire  a  property  of  that  sort  like  the  Oswego 
plant,  do  you  increase  your  capital  on  the  merger  ?    A.  Xo,  sir. 

Q.  You  make  no  change  in  the  capital  of  the  company  that 
acquires  it  ?    A.  Xo. 

Q.  So  that  the  current  company,  or  the  larger  company  that 
the  other  is  merged  with  acquires  additional  property  without 
issuing  any  additional  capital  stock  securities  ?  A.  Oh,  well,  yon 
can't  create  something  out  of  nothing  or  nothing  out  of  something. 
Xow,  say  you  buy  the  capital  stock  of  a  company  for  — 

Q.  It  sounds  like  good  philosophy.  A.  You  buy  the  capital 
stock  of  a  company  and  pay  $5,000  for  it.  You  will  not  have 
increased  your  capital  stock  to  raise  the  $10,000,  but  you  have 
raised  it  in  some  way.  You  have  issued  a  note  for  it  or  have  got 
it  in  some  way.  Xow,  it  won't  come  out  of  an  increase  of  capital 
stock  to  take  care  of  it;  but  you  have  increased  your  obligations 
or  decreased  your  cash.    There  is  no  wa}'  to  get  around  that. 

Q.  That  seems  to  be  wholly  fair  and  honorable.     A.  Yes,  sir. 

Q.  But  did  you,  in  this  particular  case,  issue  any  capital  stock 
obligations  like  capital  stock  or  bonds  ?  A.  Xo.  You  mean  in  the 
Oswego  case  ? 

Q.  In  the  Oswego  ease.  A.  Xo,  we  have  never  issued  any  stock 
or  bonds.    It  was  a  trifling  transaction. 

Q.  How  much  was  involved  ?  A.  Oh,  probably  not  more  than  a 
few  thousand  dollars  —  $50,000  anyhow. 

Q.  I  wish  I  could  speak  of  $50,000  in  that  off-hand  way.  A.  I 
wish  I  could,  too,  if  talking  about  my  personal  matters.  Let  nie 
finish  up  with  stock  we  issued  there,  because  it  is  in  exact  line  of 
the  question  you  are  now  putting  to  me.  We  sold  the  stock  of 
the  Xew  York  Telephone  Company  to  the  A.  T.  &  T.  Company  at 
140  and  in  order  that  there  might  be  no  increase  in  capitalization 
beeaujae  of  these  various  consolidations,  notwithstanding  what  we 
had  squeezed  out  of  those  up-State  companies.  So  there  were  the 
three  sides  of  the  triangle  trading  A.  T.  &  T.  stock  for  X.  Y.  & 
X.  J.  stock  to  that  individual  stockholder  at  140,  selling  stock  out 
of  the  Xew  York  Company's  treasury  at  140  to  the  A.  T.  &  T. 
Company.  Xow,  that  may  have  been  very  conventional  to  sell 
that  stock  at  par ;  l)ut  there  would  have  been  a  fictitious  increase  of 
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the  capitalization  there  which  we  avoided  by  issuing  that  stock 
to  the  A.  T.  &  T.  at  140  in  cash  and  getting  the  cash  for  it.  With 
that  cash  we  bought  the  A.  T.  &  T.  stock,  which  we  traded  for  the 
other.  We  put  a  mortgage  on  the  property  of  $75,000,000  at  the 
same  time.  I  don't  know  whether  you  want  information  on  that 
or  not. 

Q.  That  sounds  very  interesting.  A.  Well,  it  is  a  part  of  this 
whole  transaction  and  it  occurred  in  September  and  October,  and 
to  make  the  story  complete  we  should  account  for  that,  and  we 
put  a  mortgage  for  $75,000,000  on  the  property  and  we  sold 
$25,000,000  of  the  bonds.  We  sold  those  bonds  at  a  figure  which 
—  well,  it  was  a  little  less  than  par,  and  we  charged  that  discount 
to  our  surplus. 

Q.  Where  were  those  mostly  sold,  in  this  country?  A.  Half 
sold  in  this  country  and  half  sold  in  England.  Some  of  them 
were  sold  in  Amsterdam,  London  and  Amsterdam,  and  about  half 
of  them  went  over  there  and  half  of  them  staved  here.  Xow, 
wnth  that  $25,000,000,  roughly  speaking,  we  took  up  the  stock  of 
the  Bell  Telephone  Company  of  Pennsylvania,  with  headquarters 
at  Philadelphia,  and  the  Central  District  and  Printing  Telegraph 
C'ompany,  which  operates  in  Pittsburgh  and  surrounding  terri- 
tory and  the  Xew  York  Company  holds  — 

Q.  Then  you  bought  their  stocks  ?  A.  We  bought  their  stocks, 
and  we  paid  in  the  stocks  of  those  companies  some  $21,000,000 
of  their  stock  and  we  issued  $3,000,000  or  $4,000,000  of  the 
nu>ney  to  pay  for  note^  which  we  had  boon  given  in  the  ordinary 
conduct  of  the  business. 

Q.  That  is,  notes  of  the  Xew  York  Telephone  Company?  A. 
Xotes  of  the  Xew  York  Telephone  Company. 

Q.  And  for  those  securities  of  the  companies  you  just  named 
yoii  gave  approximately  $20,000,000  or  $21,000,000  of  the  pro- 
ceeds —    A.  Of  the  bonds. 

Q.  Of  the  sale  of  the  $75,000,000  of  bonds  ?  A.  Yes.  Xow, 
that  makes  us  with  a  capital  stock  paid  of  $8,567,280,  and  wo 
have  outstanding  bonds  of  $28,4(31,000.  Of  that  $28,000,000, 
$25,000,000  of  the  bonds  I  have  just  mentioned  and  the 
$3,000,000  odd  of  the  bonds  of  the  old  Metropolitan  Company,  the 
old  X.  Y.  &  X.  J.  Company,  and  the  old  X.  Y.  &Pcnn.  Company. 
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Those  were  the  predecessors  of  the  present  Xew  York  Company 
in  various  parts  of  its  territory. 

By  Vice-Chairman  Mekkitt  : 

Q.  On  original  bonds  issued  by  those  companies  ?  A.  Original 
bonds  issued  by  those  companies  ,  for  money  to  construct  their 
plants. 

Bv  Mr.  Page: 

Q.  Those  bonds,  I  assume,  are  not  due  yet  and  are  not,  by  their 
terms,  convertible  into  other  securities  ?    A.  You  are  right,  sir. 

Q.  So  that  you  have  to  leave  them  ?  A.  We  had  to  make  this 
mortgage  subject  to  those  prior  mortgages. 

Q.  And  reserved  the  part  of  the  proposed  issue  of  bonds  imder 
the  new  mortgage  to  take  care  of  those  if  you  were  able  to  exchange 
them  or  acquire  them  ?  A.  We  didn't  do  exactly  that  way,  but 
simply  made  a  first  and  general  mortgage  and  recited  that  it  was 
subject  to  the  following  bonds  and  mortgages,  and  set  them  forth, 
60  that  as  they  go  out  of  existence  the  $75,000,000  is  the  maxi- 
mum under  this  mortgage. 

Q.  You  were  able  to  accomplish  this  result  without  any  recital? 
A.  Yes,  if  we  can  acquire  those  bonds,  and,  of  course,  we  should 
have  been  glad  to  do  that  so  as  to  make  it  a  first  mortgage,  but  they 
were  so  widely  scattered  that  it  was  impossible  to  do  it. 

Q.  Let  us  go  back  for  the  sake  of  argument  to  that  Oswego 
case.  Assume  that  the  property  of  the  Oswego  company  is  worth, 
or  was  worth  when  you  bought  it,  $50,000,  and  that  you  paiJ 
$50,000  for  it,  which  you  took  out  of  your  cash  in  hand  ?    A.  Yes. 

Q.  You  wipe  out  that  capital  stock  of  the  Oswego  company 
completely  ?    A.  Yes. 

Q.  So  that  the  capital  stock  on  which  the  public  would  be  sup- 
posed to  pay  dividends  .was  diminished  by  that  $50,000.  You 
didn't  increase  vour  stock  to  that  amount  so  there  was  an  actual 
reduction  of  capital  stock  of  $50,000  so  far  as  the  public  is  cou- 
cerned  or  interested,  and  yc>ur  assets  were  unchanged;  therefore, 
your  capital  st(»ck  r^bould  not  have  been  iucreased,  should  it?  A. 
Whv,  if  vour  assots  —  we  took  $50,000  into  our  assets  at  that 
time,  we  will  sav. 
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Q.  You  took  $50,000  of  tangible  or  intangible  property  into 
your  assets,  you  paid  $50,000  cash  out  of  your  assets,  so  that  they 
remained  just  exactly  the  same  as  they  were  before  ?    A.  Exactly. 

Q.  You  simply  changed  the  character  of  your  assets,  and  not 
the  amount  ?  A.  In  that  particular  case,  but  not  in  the  general 
proposition  I  have  cited. 

Q.  Now,  if  you  had  paid  $25,000  for  $50,000  worth  of  property 
you  would  have  increased  your  assets  by  $25,000  ?  A.  Yes,  if  we 
had  continued  to  carry  that  at  its  old  value. 

Q.  I  am  talking  about  its  actual  value.  A.  Its  actual  value; 
yes,  sir,  certainly  we  would. 

Q.  And  if,  on  the  other  hand,  you  made  a  very  bad  bargain  and 
paid  $100,000  for  $50,000  worth  of  property  you  would  have 
diminished  your  assets  by  $50,000  ?    A.  Yes. 

Q.  So  there  is  no  reason,  assuming  you  made  a  proper  bargain, 
why  your  capital  stock  should  be  increased  on  a  transaction  of  that 
kind?    A.  No. 

Q.  And  it  was  not  increased,  as  a  matter  of  fact  ?  A.  And  it 
was  not  increased ;  no,  sir. 

Q.  There  was  a  witness  appeared  before  the  Committee  and 
testified  that  the  last  dividend  of  the  Hudson  River  Telephone 
Company  was  in  1907.  Would  you  say  that  that  w^as  approxi- 
mately correct?    A.  My  recollection  is  that  it  is  correct;  yes,  sir. 

Q.  He  also  stated  in  Substance  or  effect  that  the  Bell  interests 
had  been  using  the  Hudson  River  Company  as  a  weapon  against 
their  competitors  and  had  cut  rates  in  the  Hudson  River  territory 
in  order  to  drive  competitors  out,  and  in  that  way  had  destroyed 
or  greatly  depreciated  the  value  of  the  Hudson  River  Company's 
property.  What  do  you  say  to  that  ?  A.  Well,  that  the  Bell  Com- 
pany had  used  — 

Q.  The  Bell  interests  ?     A.  What  Bell  interests  ? 

Q.  You  know  them  better  than  I  do.  You  represent  them  in 
the  State  of  Xew  York  ?  A.  I  know ;  but  I  don't  quite  get  his  idea 
that  the  Bell  interests  could  use  the  Hudson  River  Company.  As 
a  buffer  ? 

Q.  I  suppose  so  —  or  a  weapon,  or  whatever  you  choose  to  call 
it,  and  that  they  wore  out  their  weapon. 
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Vice-Chairman  Mekeitt  :    Against  the  independent  companies. 

Q.  Against  the  independent  companies  in  that  territory.  A. 
Well,  he  may  have  meant  —  this  is,  perhaps,  an  unwarranted 
assumption  on  my  part  to  say  what  the  other  witness  meant  — 
but  I  can't  make  any  intelligent  answer  to  it  unless  he  did  mean 
that  the  Xew  York  Company  used  his  company  as  a  buffer  and 
at  his  expense  drove  out  competition ;  is  that  the  idea  ? 

Q.  I  assume  so.  A.  Then  I  will  answer  it  on  that  basis.  The 
independent  movement  came  on  from  the  west,  from  Ohio  and  the 
central  states,  and  came  up  through  Xew  York  State  and  the  inde- 
pendents were  more  active  in  the  western  part  of  our  State, 
excluding  for  the  moment  the  extreme  southeast  here  —  they  were 
more  active  in  the  western  part  of  the  State  than  the  eastern  part, 
which  was  the  Hudson  Eiver  territory.  The  Hudson  River  Com- 
pany enjoyed  for  some  time  an  immunity  from  that  attack  of  the 
independents,  and  while  the  Xew  York  Company  was  without  — 
that  is,  its  predecessor  —  without  any  competition  at  all,  they 
never  did,  to  my  certain  knowledge,  use  the  Hudson  River  as  a 
buflfer  or  as  a  protector  in  any  manner.  As  president  of  the  Hud- 
son River,  and  particularly  of  the  Central  Xew  York,  I  used  to 
think  that  the  Xew  York  Company  ought  to  come  in  and  help  us 
out  up  there,  but  they  never  did ;  each  company  was  made  to  work 
out  its  own  salvation  and  that  was  the  weakness  of  the  situation 
as  it  stood  at  that  time,  and  that  was  the  chief  reason  I  wanted  to 
bring  those  companies  together  so  as  to  present  a  bold  front  and 
so  that  thev  would  be  imiform  and  bv  the  economics  that  come 
from  handling  things  in  a  large  mass  be  able  to  serve  the  public 
better  and  at  less  rates.  We  never  have  had  competition  here 
because  the  business  public  wouldn't  stand  it.  There  were  over 
1,000  protestants  here  of  the  best  business  people,  and  I  don't 
believe  there  is  anything  at  all  in  that  idea  that  either  the  Bell 
interests  or  that  we  here  used  the  Hudson  River  as  a  buflfer.  I 
don't  think  there  is  anything  in  it  at  all. 

Q.  Was  there  any  reason  for  the  value  of  their  property  going 
down  other  than  the  panic  which  you  spoke  of?  A.  Oh,  yes,  thev 
had  competition  also,  as  I  said  when  I  spoke  of  the  panic.  I  don't 
think  the  value  of  the  property  went  do^^'n,  Mr.  Page,  so  much  es 
they  lost  their  business  and  they  didn't  get  enough  new  business 
to  utilize  the  plant  that  had  been  provided. 
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Q.  One  of  the  measures  of  value  of  a  plant  of  that  kind  is  ila 
earning  capacity  ?    A.  Exactly. 

Q.  So  the  value  did  go  down  when  the  business  fell  off?  A. 
Yes,  that  is  right. 

Q.  I  suppose  the  cost  of  maintenance  didn't  fall  off  proportion- 
ately ?    A.  No. 

Q.  It  doesn't,  usually  ?  A.  It  doesn't.  You  have  got  to  main- 
tain your  plant  and  you  have  got  interest  on  the  investment 
whether  you  are  utilizing  it  or  not. 

Q.  You  have  the  fixed  charges  and  the  cost  of  maintenance  and 
operation?    A.  Exactly. 

Q.  Could  you  tell  from  memory  about  what  percentage  of  fall- 
ing off  there  was  in  receipts  ?    A.  In  the  Hudson  River  ? 

Q.  Yes,  as  the  result  of  competition.  A.  No,  I  couldn't  tell 
that. 

Q.  Do  you  know  about  the  condition  of  the  competing  company  ? 
Is  that  a  company  that  pays  dividends  ?  A.  Why,  I  think  they  pay 
dividends  at  Albany. 

Q.  How^  much  —  that  is,  what  rate  ?  A.  I  really  don't  remem- 
ber. I  think  it  is  about  6  per  .cent. ;  maybe  more.  I  think  the 
Hudson  Kiver  may  have  paid  dividends  if  it  kept  its  books  in  the 
same  way  that  some  other  companies  did.  It  made  no  provision 
for  depreciation,  and  you  can  charge  a  great  deal  to  construction 
account  instead  of  to  expense  account  and  all  that. 

Q.  That  simply  means  getting  ready  to  reap  the  whirlwind 
later  on  ?    A.  Yes,  sir,  that  is  what  it  means. 

Q.  You  spoke  a  little  time  ago  about  there  being  no  competition 
in  New  York  because  the  public  wouldn't  stand  competition  here. 
A.  Yes ;  1  am  sincere  in  that. 

Q.  You  spoke  of  there  being  1,000  protestants.    A.  Yes. 

Q.  Were  there  any  people  speaking  in  favor  of  that  at  the  time 
of  this  protest  that  you  mention  ?  A.  Well,  there  were  the  attor- 
neys for  the  company  that  was  applying  for  a  franchise. 

Q.  That  is  quite  natural.  I  mean  disinterested  people, 
prospective  users,  people  who  had  signed  contracts  to  have  the 
opposing  company'  service  as  soon  as  it  was  installed  ?  A.  In  the 
early  days  there  were  a  number  of  people  that  signed  all  sorts  of 
contracts.     Solicitors  were  sent  around  and  they  got  fifty  cents 
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for  each  name  they  got  to  a  contract  and  I  don't  mean  to  say,  Mr. 
Page,  that  there  are  not  people  to-day  who  would  sign  contracts. 
We  don't  feel  that  we  are  without  blame  in  every  respect  and  the 
people  are  wholly  satisfied.  We  serve  360,000  subscribers  in 
New  York  city  and  the  public  service  corporation  with  that  many 
customers  in  one  place,  or  any  place,  must  expect  to  have  a  certain 
amount  of  dissatisfaction  and  receive  a  large  number  of  com- 
plaints. 

Q.  If  you  didn't  you  would  be  almost  entitled  to  receive  some 
worship  ?  A.  Well,  we  get  a  percentage  of  complaints,  I  dare  say, 
more  than  in  the  same  period  that  this  Committee  has  been  in 
sesi=5ion,  perhaps  not  as  many  as  you  have  received,  but  we  get  a 
great  many  complaints.  Our  whole  business  is  to  study  those 
complaints  and  at  times,  even  after  they  have  been  taken  care  of 
by  the  various  departments  that  have  them  in  charge,  I  have  them 
all  fished  out  of  the  files  to  study  them  and  see  where  the  shoe 
pinches  or  what  the  trouble  is  with  a  view  to  satisfying  the  public. 
So  I  say  you  could  get  people  to  sign  for  another  telephone  com- 
pany here  to-day,  but  I  think  the  significant  fact  is  that  when  the 
application  was  pending  right  here  in  this  chamber,  I  think  the 
hearing  was,  for  a  second  telephone  company  here  there  were  over 
1,000  of  the  most  prominent  and  influential  business  houses, 
bankers,  commercial  houses  of  all  sorts,  who  wrote  letters  not  at 
our  instigation  and  at  our  beseeching,  but  they  wrote  letters  to  the 
board  of  estimate  and  apportionment  protesting  against  that  thing 
as  a  cure. 

Q.  J  am  glad  you  said  it  was  not  at  your  instigation,  and  re- 
quest, because  I  was  about  to  ask  you  that.  A.  I  don't  mean  to 
say  that  we  didn't  tell  quite  a  number  of  our  friends  that  we 
would  be  very  glad  if  they  had  any  views  on  this  point — we 
didn't  canvass  for  it,  but  here  it  was  a  public  question  in  which 
we  thought  they  ought  to  express  themselves  one  way  or  the  other, 
and  if  they  wanted  to  do  so  we  would  be  glad. 

Q.  A  question  in  which  you  thought  the  public  ought  to  be 
interested  and  you  were  interested?  A.  We  were  interested  and 
we  don't  try  to  conceal  it.  We  were  interested  and  we  thought  the 
public  ought  to  be. 
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Q.  Some  witnesses  have  stated  that  the  !Xew  York  Telephone 
Company  has  no  franchise  in  the  city  of  New  York.  What  do  you 
sav  to  that  ?    A.  We  have  a  most  excellent  franchise. 

Q.  You  seem  to  be  doing  business  right  along.  A.  Yes.  Of 
course,  our  franchise  comes  primarily  from  the  State  and  not  from 
the  city.  That  is,  we  were  doing  business,  chartered  long  before 
the  act  creating  the  present  city  of  New  York. 

Q.  Were  you  organized  under  a  special  act  ?  A.  We  were 
organized  under  the  Transportation  Corporations  Laws  —  the  law 
which  was  embodied  in  the  Transportation  Law\ 

Q.  You  were  probably  organized  under  the  old  act  of  1848  i 
A.  Yes,  originally.  You  see  the  Xew  York  Telephone  Company 
is  a  successor  to  the  Metropolitan  Telephone  Company,  w^hich 
operated  here  years  and  years  ago;  in  1880  I  think  it  began,  1879 
or  1880.  We  also  have  a  franchise,  and  a  very  valuable  franchise, 
from  the  board  of  aldermen.  Every  act  we  have  ever  taken  in 
handling  our  plant  —   • 

Q.  When  was  that  franchise  from  the  board  of  aldermen 
granted  ?  A.  I  have  forgotten  the  date  of  that  but  I  would  be  very 
iilad  to  supply  it  if  you  want  it. 

Q.  Will  you  supply  the  Committee  with  a  copy  of  it  ?  A.  Yes, 
I  will. 

Q.  And  coj)ies  of  such  other  franchises  or  permits  as  you  have 
relating  to  the  island  of  Manhattan?  A.  Why,  Mr.  Page,  you 
woiild  have  to  get  a  file  room  for  those  named  there.  You  mean 
general  permits  ? 

Q.  I  don't  mean  permits  to  extend  through  one  street  or  a 
newly  opened  street ;  I  mean  general  franchises  or  permits  ?  A.  A 
memorandum  from  us  showing  by  what  right  we  are  here,  is  that 
it,  from  our  j)oint  of  view? 

Q.  That  is,  your  first  grant  of  right  or  alleged  right  to  be  here, 
and  any  subsequent  grants  affecting  the  general  situation?  A. 
yes,  sir. 

Q.  I  don't  care  about  the  little  permits  that  you  have  had  for 
running  through  cross  streets  here  and  there  or  laying  wires 
through  a  newly  opened  street.  I  appreciate  that  that  would  fill 
a  volume.    A.  Yes. 

Q.  To  go  back  to  the  proposition  of  the  value  of  the  tangible 
property  of  all  of  the  companies  which  you  took  into  this  com- 
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paiiy.  I  understood  you  to  say  that  you  bad  nothing  showing  the 
actual  value  from  an  appraisal  of  the  tangible  property  of  this 
company.  A.  Well,  I  wouldn't  say  quite  that.  We  don't  carry 
in  our  accounts  any  intangible  assets.  Xot  that  we  don't  appre- 
ciate that  they  have  a  great  value;  but  we  haven't  capitalized  any 
franchises  nor  any  contracts  and  licenses,  and  whatever  intangible 
property  those  up-state  companies  had  we  charged  out  of  their 
accounts.  We  feel  that  that  is  property  and  that  no  power  can 
take  it  away  from  us,  but  as  a  public  service  corporation  we  don't 
want  to  take  all  we  can  under  the  law  and  we  leave  those  assets 
out  of  our  accounts.  Xow,  as  to  the  tangible  property,  we  have 
made  up  from  the  books  and  from  the  yearly  reports  what  was 
sutticient  for  our  purpose.  But  we  have  nothing  we  could  pas> 
which  I  would  be  willing  to  certify  as  an  inventory  of  the  tangible 
property  of  those  companies,  and  I  couldn't  supply  you  that,  I 
^should  think,  in  less  than  three  or  four  or  five  —  it  would  take 
several  months  to  make  up  an  inventory  along  those  lines. 

Q.  Gould  you  have  an  inventory  of  that  sort  made  showing  the 
value  of  all  properties  and  all  different  items  of  properties  and 
furnish  it  to  the  Committee?  A.  Yes;  but  not  within  a  reason- 
able —  not  within  a  few  davs,  you  understand. 

Q.  Well,  I  suppose  not.  Are  you  willing  to  furnish  such  an 
inventory  ?    A.  Yes,  I  am  quite  willing  to  furnish  it. 

Q.  About  how  soon  could  you  have  it  ?  That  is,  at  the  earliest 
that  your  corps  of  efficient  assistants  —  A.  Well,  in  the  fir^r 
place,  let  me  ask  you:  Take  the  real  estate,  we  have  got  some  — 
our  property  now  is  about  $110,000,000  —  this  property  I  an^ 
speaking  of,  not  the  Pennsylvania  one.  We  have  abt'^iit 
$110,000,000  in  our  plant.  That  includes  real  estate  carried  on 
our  books  at  cost  price.  If  we  inventoried  it,  the  value  of  that  real 
estate  is  very  much  greater  to-day  than  it  was  when  we  l>ought  ir 
in  nearly  every  case. 

Q.  It  will  show  that  vou  did  very  well  to  buy  when  von  didi 
A.  Yes,  and  it  will  show  that  we  have  not  increased  our  capitaliza- 
tion.    We  haven't  taken  the  unearned  increment  into  our  aocoun'. 

Q.  You  don't  think  you  would  be  entitled  to  do  that  and  ex]HM'' 
the  public  to  pay  dividends  on  it  ?  A.  Xo,  I  don't,  to  be  perfiVT> 
frank. 


No.  38.]  925 

Q.  You  acquired  the  cherry  through  no  merit.  You  should  not 
expect  the  public  to  pay  for  it  as  well.  A.  Well,  I  don't.  Of 
course,  the  Supreme  Court  has  held  a  great  many  times  that  it 
doesn't  make  any  diflference  how  you  got  the  property,  you  have 
got  a  right  to  earn  on  it. 

Q.  I  think  they  have  held  in  some  cases  how  property  was 
acquired.  A.  Yes,  how  it  was  acquired.  Now,  coming  back  to 
the  inventory  we  would  have  to  have  our  property  appraised  by 
competent  people. 

Q.  That  you  would  want  done  ?  A.  I  should  think  so.  That 
we  would  have  to  have  our  underground  plant  in  various  sections, 
consisting  of  conduits  and  cables  and  appurtenances  of  various 
sorts.  Our  overhead  lines  consisting  of  poles,  cables,  and  wires, 
have  them  appraised.  We  would  have  to  take  the  central  office 
equipment  and  the  station  equipment  and  have  all  that  appraised 
and  it  would  take  some  time  to  do  it.     But  it  can  be  done. 

Q.  Well,  in  what  manner  is  it  possible  to  arrive  at  the  exact 
value  of  your  tangible  property  in  this  State,  and  on  which  you 
expect  the  public  to  pay  you  an  income  sufficient  to  enable  you  to 
pay  fair  dividends?  A.  Why,  I  take  it  that  your  object  is  to 
determine  whether  or  not  we  are  over-capitalized. 

Q.  It  occurs  to  me  that  the  people  of  the  State  are  interested 
to  know  and  entitled  to  know.    A.  Yes. 

Q.  Just  exactly  how  much  your  property  in  this  State  is 
actually  worth  ?    A.  Exactly. 

Q.  Knowing  that,  then,  perhaps  they  can  tell  whether  you  are 
charging  too  much.  A.  We  would  be  quite  willing  to  be  subjected 
to  that  test  because  we  believe  that  our  capitalization  is  far  less 
than  what  would  be  warranted  by  an  inventory  of  our  property, 
that  inventory  to  include  everything  to  which  we  were  entitled  if 
we  were  pushed  up  to  the  Supreme  Court  of  the  United  States, 
that  they  would  allow  us  to  earn  on.  For  that  purpose  we  elim- 
inate a  number  of  things  we  are  entitled  to  earn  on  if  we  were 
forced  into  a  contest  on  it.  W^e  leave  all  those  out.  But  taking  the 
property  itself  and  the  reproduction  cost  I  think  you  would  find 
that  our  property  is  carried  in  our  accounts  to-day  at  less  than  you 
could  produce  it. 
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Q.  When  you  speak  of  reproduction  cost,  do  you  allow  for 
depreciation?  A.  Oh,  no,  I  mean  for  reproducing  the  property 
as  it  is. 

Q.  You  mean  to  reproduce  it  new  ?  A.  I  mean  reproduce  it  as 
it  is  to-day. 

Q.  That  would  mean  reproduce  it  new  and  then  allow  a  suffi- 
cient charge  off  for  depreciation  ?    A.  Yes. 

Vice-Chairman  Merritt  :  Wasn't  Mr.  Bethell  going  to  tell  us 
something  about  the  Western  Union  proposition? 

Q.  This  morning  you  used  an  expression  something  like  this  — 
"  When  we  were  first  licensed."    A.  When  we  were  first  licensed  ? 

Q.  1  don't  remember  just  how  that  came  in.  A.  In  what  con- 
nection was  it  ?    I  don't  remember  it. 

Q.  I  don't  know  as  I  can  tell  you.  I  wondered  what  it  meant. 
Did  it  relate  to  the  right  of  the  c6mpany  to  do  business  in  Xew 
York  city  or  did  it  relate  to  a  license  under  the  Bell  patents? 
A.  When  we  were  first  licensed  —  if  I  used  that  phrase  at  all  it 
must  have  meant  when  we  were  licensed  by  the  Bell  Company  to 
use  the  Bell  patents.  Now,  there  is  another  thing  in  that  connect 
tion :  In  the  Xew  York  and  New  Jersey  and  a  nimiber  of  the  other 
companies  paid  for  that  license  in  the  early  days.  They  couldn't 
do  business  without  it.  It  was  n  proper  thing  to  capitalize;  but, 
as  years  went  by,  within  the  last  two  or  three  years  I  have  charged 
off  every  dollar  of  that  old  contract  and  license  account. 

Q.  How  much  capital  was  issued  against  the  license  under 
the  patents?  A.  Well,  I  think,  take  the  New  York  and  New 
Jersey  case,  they  had  about  #$845,000  all  told  in  that  account 
when  we  charged  it  off,  and  that,  of  course,  didn't  amount  t«*> 
much.  Reading  the  old  Bell  license,  you  get  the  idea  that  they 
were  to  have  a  certain  per  cent.  —  betw(H»n  30  and  40  —  of  all 
the  capital  stock  that  was  ever  to  be  issued  by  the  company,  and 
that  was  the  original  idea  on  which  those  contracts  were  drawn. 

(J.  That  is,  as  the  ccmipany  increased  its  stock  30  ]x»r  cent,  of 
the  increase  went  to  the  Bell  Company  for  nothing?  A.  Yes,  but 
thev  found  that  wouldn't  work,  so  thev  waived  that  featnrt^  of 
the  contract  and  the  Bell  Oompany  paid  cash  for  its  stock,  ju>T 
like  any  other  stockholder  did  when  it  t(K>k  its  pro  rata  of  an 
increase. 
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By  Vice-Chairman  Merkitt: 

Q.  That  was  too  severe  a  bargain,  was  it?  A.  Too  severe  a 
bargain,  yes.  And  another  feature  of  that  contract  was  that  they 
would  pay  royalties  amounting  to  some  $7.50  per  station  or  $10 
per  station.    That  was  found  to  be  too  severe. 

By  Mr.  Page: 

Q.  By  station,  yon  mean  siibscriber's  station?  A.  Yes.  Jt 
amounts  to  $20  a  year,  with  certain  discounts  off  of  it.  Those 
were  in  the  early  days.  And  now  we  pay  for  the  use  of  all  the 
patents  that  they  have  and  for  the  supply  of  instruments  and  re- 
placing instruments  where  they  are  out  of  order;  for  engineering 
and  financing,  if  we  want  it  —  the  Xew  York  Company,  fortu- 
nately, does  not  have  to  call  on  them,  but  those  up-State  companies 
did,  and  for  all  of  those  things  the  companies  paid  them  a  com- 
mission equal  to  4^^  per  cent,  on  its  gross  earnings,  which  makes 
it  very  much  less  than  the  old  rate  per  station. 

Q.  And  those  patents  are  still  owned  by  the  American  Bell 
Telephone  Company  ?  A.  Yes ;  of  course,  the  old  patents,  as  you 
know,  have  expired;  but  they  now  have  several  thousands  of  pat- 
ents still,  of  course.  Perhaps  the  principal  one  is  the  Pnpine 
patent,  without  which  we  couldn't  use  cables  in  long-distance 
traffic,  and  we  use  them  a  great  deal  in  our  work  here.  Without 
that  patent  we  never  could  have  taken  down  this  great  West  Side 
pole  line  which  used  to  run  from  almost  the  west  end  of  the 
city  up  along  the  west;  and  now  we  have  got  all  those  wires 
underground;  and,  in  fact,  all  of  our  wires  from  here  to  Xewark 
and  all  the  surrounding  points,  twenty-five  or  thirty  miles;  and 
we  have  underground  cables  running  from  here  to  Philadelphia 
and  to  Wilmington,  Del. 

Q.  It  already  api>ears  that  the  A.  T.  and  T.  Company  owns 
all  of  the  stock  of  the  American  Bell  Telephone  Company?  A^ 
Of  the  American  Bell  Company. 

Q.  Is  that  your  understanding?  A.  That  is  my  understanding, 
but  I  was  just  trying  to  think.  I  think  they  own  it  all,  yes;  and 
I  remember  —  you  asked  about  some  stock.  I  don't  know  that 
Mr.  Vail  gave  you  a  correct  answer  that  it  was  A.   T.  and  T, 
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stock  that  was  in  the  American  Bell  company's  treasury.  You 
asked  him  a  question  about  that.  That  was  the  stock  we  bought 
for  the  purpose  of  trading  for  the  up-State  companies  and  the 
Kew  York  and  Pennsylvania  companies. 

Q,  Now,  will  you  give  the  details  of  the  Western  Union  aflfair  ? 
A.  I  am  able  to  fix  the  dates  of  the  Western  Union  affair.     Bv 

a. 

the  Western  Union  affair  I  mean  the  purchase  of  the  stock  held 
by  the  Western  I'nion  Telegraph  Company  in  the  New  York 
Telephone  Company.  The  Western  Union  had  about  one-third 
of  the  stock  and  the  American  Bell  held  about  two-thirds,  with- 
some  few  scatterings.  I  was  in  the  Adirondacks  and  I  mentioned 
this  simply  to  fix  the  dates.  I  was  in  the  Adirondacks  and  I  came 
down  here  and  held  a  meeting  —  two  or  three  meetings  —  in  the 
last  week  of  August,  and  in  talking  over  this  general  proposition 
I  pointed  out  the  importance  of  having  that  stock  from  the  West- 
ern Union ;  but  they  didn't  think  it  was  possible  to  acquire  it  and 
I  thought  there  was  no  harm  in  trying;  and  I  went  down  to  see 
Mr.  Jacob  Schiff  and  I  talked  the  matter  over  with  him  and  with 
Colonel  Clowry,  and  the  matter  progressed  so  far  that  I  went 
l)ack  to  the  Adirondacks  and  came  back  with  my  family  on  the 
1st  of  September,  so  I  can  fix  the  date  absolutely.  Mr.  George 
Gould  was  then  in  Europe  and  they  waited  for  him  to  come  back 
in  order  to  confer  with  him,  but  we  had  practically  closed  the 
bargain.  I  saw  Mr.  Schiff  before  he  went  to  Europe  and  that 
was  immediatelv  after  ]\rr.  Harriman's  death,  and  we  can  fix  the 
dates  pretty  close  along  there,  and  we  closed  the  transaction.  That 
was  on  the  lr3th  day  of  September.  I  fixed  that  date  by  the  fact 
that  we  transferred  the  stock  on  the  books  of  the  company  on  tho 
inth  day  of  September.  Xow,  there  were  twenty  shares  of  stock 
left  in  the  name  of  the  Western  Union  Company  for  this  purpose. 
1  thought  that  they  might  —  we  were  going  to  increase  the  capital 
stock  to  $100,000,000  in  order  to  provide  the  $35,000,000  that 
had  to  be  sold  to  provide  the  cash  to  pay  for  the  A.  T.  and  T. 
which  we  traded  for  these  other  stocks.  Now,  I  left  twenty 
shares  standing  (m  the  lx)oks  of  the  company  in  the  name  of  the 
Western  l^nion  Telegraph  Company,  but  transferred  all  the  rest 
of  it.    Now,  after  tjiat  — 
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Q.  Now,  that  was  your  stock  you  are  speaking  of  now  —  the 
New  York  Telephone  Company?  A.  That  is  the  New  York 
stock.  The  reason  I  stated  this  so  clearly  is  you  asked  Mr.  Vail 
some  questions,  and  I  don't  think  he  was  able  to  clear  the  mat- 
ter up  to  your  satisfaction ;  and  that  was  due  to  the  fact  that  the 
Western  Union  signed  as  a  stockholder  the  assent  to  our  increase 
in  stock  in  the  latter  part  of  September.  It  did  that  because 
those  twenty  shares  were  left  in  its  name,  although  we  closed 
that  deal  absolutely  between  the  1st  and  the  13th  days  of  Sep- 
tember and  paid  the  money  over  and  had  the  stock  in  hand  and 
transferred  it  of  record  on  the  15th  day  of  September,  except 
twenty  shares,  which  stood  in  the  name  of  the  Western  Union 
Company,  and  therefore  the  Western  Union  Company  had  to  sign 
the  certificate,  which  was  filed  with  the  Secretary  of  State  on  or 
about  the  1st  day  of  October. 

Q.  And  to  whom  were  the  remaining  shares  transferred?  A. 
The  remaining  shares  were  transferred  to  the  American  Tele- 
graph and  Telephone  Company  direct. 

Q.  And  how  many  were  there  of  those?  A.  Why,  they  held 
about  —  let's  see;  the  whole  transaction  amounted  to  about 
$24,000,000.    They  held  about  16,000  shares,  in  round  numbers. 

Q.  That  is,  the  Western  Union  held  16,000  shares  of  New 
York  Telephone  stock  ?    A.  Yes. 

Q.  Which  were  transferred  to  the  American  Telephone  and 
Telegraph  Company?    A.  That  is  right. 

Q.  Now,  was  it  before  or  after  the  acquisition  by  a  transfer 
to  the  American  Telephone  and  Telegraph  Company  of  that 
16,000  shares  of  New  York  Telephone  stock  that  the  A.  T.  and  T. 
Company  acquired  the  shares  of  the  Western  Union  Company? 
A.  Well,  I  am  not  an  officer  of  the  A.  T.  and  T.  and  know  noth- 
ing about  their  acquiring  the  Western  Union  transaction. 

Q.  You  know,  as  a  matter  of  fact,  that  they  did  acquire  it? 
A.  I  know  that  this  was  long  before  it  was  announced.  That 
was  about  —  well,  I  am  able  to  fix  that  date.  It  was  announced 
in  November,  about  the  Ist  of  November,  because  Mr.  Vail  had 
an  operation  along  about  the  latter  part  of  October,  and  it  was 
not  until  after  that  transaction. 
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Q.  Wasn't  it  about  the  1st  of  December  that  it  was  announced  t 
A.  Well,  it  may  have  been  the  Ist  of  December;  yes,  sir.  The 
date  I  am  fixing  specifically  with  you  is  between  the  first  and 
middle  of  September. 

Q.  You  are  a  director  of  the  Western  Union  ?    A.  Yes,  sir. 

Q.  Do  you  know  on  what  date  the  so-called  Glould  shares  were 
transferred  to  the  A.  T.  and  T.  Company  on  the  books  of  the 
Western  Union?  A.  I  wouldn't  know  that  as  a  director  of  that 
company,  but  I  think  it  was  transferred  along  about  the  middle 
of  September;  but  I  am  not  sure.  I  could  give  you  the  exact 
date  —  get  it  for  you  if  you  want  it. 

Q.  If  you  will.    A.  Yes,  sir. 

Q.  And  how  long  a  time  elapsed  between  the  actual  purchase 
by  the  A.  T.  and  T.  of  those  shares  and  the  transfer  of  them 
upon  the  books  of  the  Western  Union  Company?  A.  Oh,  you 
would  have  to  ask  an  officer  of  the  A.  T.  and  T.  on  that. 

Q.  That  you  don't  know  about  ?    A.  No. 

Q.  What  officer  of  the  A.  T.  and  T.  is  there  here  in  New  York  t 
A.  Well,  Mr.  Vail  is  here. 

Q.  Is  he  here  in  town  at  present?  A.  No,  sir;  he  is  in  Chi- 
cago to-day,  but  he  will  be  back  here  next  week. 

Q.  Isn't  there  any  other  officer  of  the  A.  T.  and  T.  ?  A. 
Well,  unfortunately,  they  are  having  an  annual  meeting  out  there 
and  practically  all  of  their  officers  are  there  this  week.  All  three 
of  the  vice-presidents  and  the  president  of  the  A.  T.  and  T.  Com- 
pany are  out  there  this  particular  day. 

Q.  How  about  the  comptroller  of  the  company?  A.  Well,  I 
don't  think  the  comptroller  would  know ;  he  might  know. 

Q.  The  assistant  comptroller?  A.  You  might  ask  him  that 
question. 

Q.  Probably  the  money  to  pay  for  it  would  go  through  his 
department,  do  you  think  ?    A.  It  might  have  done  so. 

By  Vice-Chairman  Merritt: 

Q.  There  appears  to  have  been  well  established  within  the  last 
two  or  three  years  a  very  considerable  improvement  in  the  ser- 
vice.   It  would  so  appear  to  me  as  a  user  of  the  phone.    Is  that 
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due  to  the  use  of  any  new  devices  or  is  it  just  the  tying  up  of  the 
system  more  completely?  A.  I  think  it  is  due  not  to  any  new 
devices,  but  to  the  fact  that  we  are  operating  this  whole  territory 
as  a  unit  and  we  are  bringing  about  uniform  methods  and  get- 
ting better  results.  Of  course,  it  is  due  in  some  places  to  improve- 
ment in  the  plant  conditions,  where  the  plant  was  in  the  neigh- 
borhood of  electric  light  and  power  plants  and  consequently  inter- 
fered with;  and  some  improvements  in  the  methods  of  actually 
switching  traffic.  So,  for  instance,  if  you  take  a  place  like  be- 
tween !Xew  York  and  some  points  in  Jersey,  where  two  or  three 
years  ago  we  might  have  handled  the  traffic  in  one  way,  we  will 
handle  it  direct  now,  as,  for  instance,  to  Newark  or  Morristown, 
just  as  if  they  were  a  part  of  this  city  system.  Now,  bearing  on 
that  point,  we  got  twenty-two  complaints  for  10,000  subscribers 
per  month  two  years  ago  in  our  New  Jersey  division,  and  now 
we  get  one  and  a  half  complaints  per  10,000  subscribers  per 
month  —  by  written  complaints,  I  mean. 

By  Mr.  Page: 

Q.  That  is  in  the  New  Jersey  territory?     A.  Yes.     I  happen 

to   remember  these  statistics,  because  I  was  before  a  legislative 

committee  in  New  Jersey  yesterday  afternoon  and  they  asked 

about  that  in  particular,  and  I  was  able  to  give  the  information;: 

but  that  indicates  the  general  improvement  that  has  been  going 

on  throughout  the  whole  territory  during  the  last  two  years.     It 

is  emphasized  a  little  here,  notwithstanding  the  fact  that  we  don't 

consolidate  those  companies  in  and  around  New  York,  for  it  is  not 

until   within  the  last  few  years  we  have  been  aiming  at  those 

things   and  had  an  operating  department  that  had  jurisdiction 

over  both  companies,  and  we  were  working  as  rapidly  as  we  could. 

JSy  Vice-Chairman  Mekkitt: 

Q.  This  would  have  a  material  effect  on  this  service  over  a 
long-distance  line  to  have  an  installation  at  the  distant  point  that 
is  absolutely  up  to  date  ?    A.  That  isn't  up  to  date  ? 

Q.    To  have  an  installation  put  in  —  I  had  in  mind  a  case  in 
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point  where  within  two  years  there  has  been  a  thoroughly  up-to- 
date  station  installed  on  vour  service.     A.  Yes. 

Q.  It  is  quite  a  remote  place  from  New  York.  Since  that  time 
it  would  seem  that  the  service  had  very  much  improved.  I  won- 
dered if  it  was  by  reason  of  the  local  installation  ?  A.  It  probably 
is  in  a  case  like  that;  you  see,  particularly  if  the  place  remote 
from  New  York  is  a  small  place  and  had  what  we  call  the  magneto 
equipment,  with  perhaps  not  as  good  circuits,  the  service  would 
not  have  been  nearly  so  good  as  it  would  be  with  up-to-date  cop- 
per metallic  circuits  of  proper  weight  and  with  the  central  office 
equipment  and  the  station  equipment  all  arranged  for  that  kind 
of  service,  so  that  in  a  particular  case  the  improvement  that  you 
may  have  noted  would  be  due  to  a  change  in  facilities,  while  in  an- 
other case  it  would  be  simply  due  to  changes  in  method  and  better 
handling  of  the  traffic,  as  the  New  Jersey  traffic  that  I  have 
spoken  of;  but  we  are  constantly  endeavoring  to  improve  the  ser- 
vice all  along  the  line. 

Q.  You  were  speaking  of  the  concessions  made  from  the  orig- 
inal licenses  a  short  time  ago  in  the  amount  of  stock  to  be  held 
by  the  parent  company  and  the  charges  and  their  reduction  to 
about  4^  per  cent.  ?    A.  Yes. 

Q.  I  suppose,  as  a  matter  of  fact,  then  the  original  expecta- 
tion was  not  realized  as  rapidly  as  it  was  thought  it  would  be 
when  they  handed  out  those  permits,  either  by  the  parent  com- 
pany or  by  their  licensees?  A.  Well,  at  that  time,  you  see,  the 
idea  of  the  telephone  business  was  absolutely  different  from  what 
it  is  to-day.  It  was  then  renting  a  few  telephones  to  connect  one 
point  with  another  and  they  had  some  idea  of  exchanges,  and  a 
few  people  had  a  prophetic  view  of  the  future,  in  which  they  could 
see  all  of  the  great  cities  of  the  country  and  the  smaller  towns 
tied  up  together,  but  they  were  very  few;  and  the  old  contracts 
were  not  based  on  that  idea.  They  were  on  the  idea  that  the 
thing  was  going  to  be  a  local  matter  entirely  and  practically  take 
the  place  of  a  printing  telegraph  machine.  Not  much  more  than 
that. 

Q.  Nobody  foresaw  the  long-distance  connections  between  the 
great  cities,  I  suppose  —  that  is,  as  practical  ?    A.  As  practical. 


Ifo.  38.]  933 

Q.  And  in  addition  to  having  to  make  those  concessions  they 
found  it  necessary  to  assist  the  suburban  concerns  financially? 
A.  Yes. 

Q.  That  is  why  those  loans  originated  ?  A.  That  is  why  those 
loans  originated.  It  was  necessary  for  them  to  put  up  the  funds 
—  to  provide  the  funds. 

Q.  There  is  no  question,  I  suppose,  but  what  they  were  entitled 
to  make  any  sort  of  a  contract  that  they  could  with  the  subordinate 
companies;  but  I  was  wondering  how  the  companies  would  have 
got  along  if  they  had  not  had  this  load  to  start  with  and  had  had 
the  benefit  of  all  their  income  for  their  own  development  —  how 
that  would  have  worked  out?     A.  Well,  I  think,  looking  at  the 
country  by  and  large,  that  the  contract  with  the  A.  T.  and  T.  Com- 
pany, with  the  parent  company  —  the  old  Bell  Company  it  was 
in  those  days  —  has  really  been  the  most  valuable  asset  that  any 
local  company  has  had,  because  they  got  the  benefit  of  all  the 
developments  in  the  business.     Take  the  telephones  themselves. 
You  remember  the  old  transmitter  only  a  few  years  ago,  when  we 
turned  the  cranks  on  that?    Well,  all  those  transmitters  and  tele- 
phones were  furnished  by  the  Bell  Telephone  Company  and  when 
they  were. junked  they  were  junked  at  their  expense.     They  not 
only  furnished  the  instruments  and  maintained  them,  but  when 
they  get  out  of  order  we  return  them  to  their  factory  to  be  put 
in  order  for  us,  all  for  that  4^  per  cent.;  and  when,  through 
some  change  in  the  art,  some  new  telephones  come  into  use,  they 
stand  the  burden  of  all  that  loss,  and  in  addition  to  that  —  that 
is,   perhaps,  even  something  that  any  manufacturer  could  have 
done  for  them  —  but  the  great  and  large  benefit  that  they  have 
derived  is  due  to  the  fact  that  each  company  has  profited  by  the 
experience  of  every  other  company  and  the  parent  company  has 
maintained  a  laboratory  and  a  large  staff  of  engineers  to  study 
the  problems,  not  only  here  but  all  over  the  world,  and  they  give 
each  local  company  the  benefit  of  their  work  in  that  line.     Then, 
in  addition,  they  finance  them  and  they  give  them  the  use  of  all 
their  patents  without  royalties,  so  that  it  has  been  a  very  valuable 
asset. 

Q.   The  improvements  in  the  art,  then,  have  come  more  from 
the  research  and  study  of  the  parent  company  than  from  any  other 
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source,  accidentally  or  otherwise?  A.  No,  I  don't  like  to  say 
that,  because  I  am  not  in  the  parent  company.  I  think  we  have 
contributed  just  as  much  as  the  others,  but  it  is  all  of  the  local 
people  contributing  to  the  parent  company  and  the  parent  com- 
pany sifting  and  analyzing  and  giving  back  the  good  things  and 
all  that  has  been  a  very  valuable  asset  to  the  companies.  I  don't 
mean  to  say  that  the  parent  company's  laboratory  or  engineering 
departments  are  the  only  ones  that  produce  good  results.  The 
other  companies  produce  them,  but  if  they  stood  alone  they  would 
be  like  some  other  telephone  companies  that  are  not  tied  together 
and  not  harmonious  at  all.  Of  course,  the  companies  could  not 
have  done  business  in  the  early  days  without  that  license,  because 
there  was  an  exclusive  patent.  They  had  to  pay  the  price  that 
they  did  in  the  way  of  issuing  stock. 

Q.  Something  has  been  said  about  the  actual  investment.  Mr. 
Page  asked  a  question,  too,  along  that  line  and  you  stated  that 
in  your  opinion  an  actual  inventory  and  survey  would  show  that 
the  cost  of  replacement  was  as  much  as  or  greater  than  the  evi- 
dence of  value  which  had  been  issued  in  the  wav  of  stocks  and 
bonds,  and,  of  course,  that  would  be  an  interesting  thing  to  do —  to 
know  —  if  it  didn't  require  too  much  time.  It  has  just  this  bearing 
on  a  suggestion  that  is  so  frequently  made  —  probably  it  has  been 
called  to  your  attention.  In  the  city  of  New  York  they  transport 
a  man's  person  from  Borough  Hall  in  Brooklyn  to  some  point 
up  not  far  from  Yonkers  for  five  cents.  Your  rate,  we  will  say, 
is  five  cents  for  transporting  —  as  you  call  it,  traffic  —  the  voice  ? 
A.  Yes,  sir. 

Q.  And  it  would  be  very  interesting  to  know,  if  it  could  be 
known,  what  the  relation  is  between  the  cost  of  installation  of  the 
plant  of  the  one  operation  and  the  other.  Of  course,  we  don't 
have  much  light  on  that  subject.  We  get  some  light  on  the  other, 
because  of  other  inquiries  that  have  been  made.  That  is  what  I 
would  like  to  have  your  opinion  about.  A.  You  don't  transport 
his  voice  in  the  sense  that  the  man  who  makes  that  statement 
hopes  and  intends  that  you  shall  accept  it;  but  when  you  talk 
from  here  to  Jamaica  or  from  here  to  Yonkers  you  have  the 
exclusive  use  of  a  pair  of  cable  wires  from  the  time  that  you  are 
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told  that  the  party  is  ready  to  talk  with  you  until  you  finish ;  you 
two  —  nobody  else  can  get  on  that  line.  You  have  got  a  circuit. 
And  when  you  talk  to  Chicago,  or,  if  you  could  talk  from  here  to 
San  Francisco,  you  would  probably  have  a  million  dollars  of 
investment  tied  up  for  that  particular  conversation  as  long  as  it 
lasted.  Now,  you  can  take  a  talk  from  the  City  Hall  to  the  re- 
motest point  in  the  city  of  ISTew  York,  and  if  you  are  only  going 
to  have  a  talk  there  about  ten  times  a  day  you  will  find  that*  your 
cable  investment  and  your  poles  and  your  wires,  in  order  to  carry 
those  few  talks,  that  it  will  cost  you  a  great  deal  more  than  it 
would  to  carry  the  voice,  so  to  speak,  in  actual  dollars  and  cents, 
than  it  would  if  you  rode  out  there  or  carried  that  many  bodies 
in  palace  cars  or  Pullmans  or  automobiles  or  in  the  most  expensive 
'way  you  could  travel.  It  is  like  comparing  cheese  to  salt.  There 
is  no  point  of  comparison  between  the  two;  there  is  no  common 
unit.  This  talk  about  its  being  cheaper  to  transport  the  voice  — 
that  is,  we  charge  more  for  transmitting  the  voice  than  we  would 
for  transmitting  the  body,  falls  to  the  ground. 

Q.  There  is  just  this  much  of  comparison  which  might  be  had 
if  we  had  all  the  facts.  We  might  have  a  comparison  as  to  the 
investment,  considering  the  service,  to  determine  or  to  take  into 
consideration  whether  the  compensation  is  equitable  as  between 
the  two,  both  being  public  service  propositions,  that  is  all.  A. 
That  leads  up  to  the  whole  question  of  our  rates,  the  policy  on 
which  they  have  been  based,  the  returns  we  get  out  of  them,  and 
whether  or  not  they  ought  to  be  adjusted  at  particular  points  or 
whether  or  not  we  have  been  allied  to  our  duty  to  the  public  and 
to  ourselves;  because  it  is  to  our  interest  to  serve  the  public 
fairly  in  the  matter  of  improving  and  choosing  our  rates.  I 
would  like  to  go  into  that.  I  don't  know  how  late  you  gentlemen 
eit,  but  if  you  want  to  give  me  the  time  on  it  I  would  like  to  give 
you  a  full  hour  on  it  some  time.  I  have  brought  a  map  up  after 
I  heard  Mr.  Page  asking  his  questions  this  morning,  thinking  it 
might  explain.  That  is  what  I  would  like  to  do.  Mr.  Page,  with 
great  respect  to  him  and  his  knowledge,  was  asking  questions 
about  the  electric  light  and  contrasting  it  with  our  business  a 
moment  ago,  and  he  talked  as  if  we  could  attach  a  telephone  on  to 
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a  circuit  like  an  electric  light  company  puts  in  some  more  bulbs 
in  a  house. 

By  Mr.  Page: 

Q.  Pardon  me.  I  didn't  talk  as  if  —  I  was  asking  questions. 
I  wanted  to  know  what  your  people  had  to  say  about  it.  Then 
considering  telephone  business  in  this  way:  Suppose  you  divide 
it  into  three  classes,  local  exchange  service,  toll  service  and  long- 
distance service.    You  do  that,  don't  you  ?    A.  Yes,  sir. 

Q.  Which  one  of  those  services  involves  the  greater  return  upon 
the  amount  invested  in  getting  the  service?  A.  Well,  without 
being  a  little  more  specific,  Mr.  Page,  I  don't  think  your  ques- 
tion, just  as  you  put  it,  is  capable  of  being  answered. 

Q.  Then  supply  the  deficiencies  in  the  question  and  answer  it, 
if  you  will  ?    A.  You  mean  to  say  telephones  in  New  York  ? 

Q.  Why,  anywhere?    A.  Well,  you  might  have  a  place  where 
the  local  service  was  handled  in  such  a  way  that  it  would  produce 
the  greater  revenue;  that  the  toll  business  would  in  turn  produce 
the  greatest  revenue  in  another  place,  and  now  confining  it  to  our 
territory  in  !New  York  city.     I  don't  believe  that  it  is  possible 
for  everyone  to  give  you  an  exact  answer  to  your  question,  because 
we  use  the  same  telephone  and  the  same  lines,  in  many  cases  the 
same  switchboard  and  the  same  apparatus,  to  handle  a  toll  mes- 
sage that  we  handle  a  long-distance  message  and  a  local  message. 
If  your  telephone  is  here  you  use  that  for  local  talk  and  for  a 
talk  to  Madison  or  up  toward  Schenectady  or  Chicago,  and  the 
wire  you  talk  over  is  exactly  the  same  from  here  to  the  central 
office;  the  trunks  from  the  central  office  to  the  other  office  are 
exactly  the  same,  no  matter  what  kind  of  a  talk  you  are  originat- 
ing; and  there  is  such  a  small  part  of  the  labor  necessary  to  com- 
plete the  transaction  that  can  be  absolutely  and  definitely  set  off 
into  either  toll  or  long-distance  or  local  that  you  have  to  frame 
up  a  lot  of  assumptions.     We  will  assume  that  such  and  such  a 
person  goes  to  this,  and  such  and  such  a  person  or  something  else 
goes  to  one,  two  or  three,  and  no  two  men  will  fix  the  same  arbi- 
trary percentages.    Now,  we  have  tried  for  years  to  separate  toll 
earnings  from  local  earnings  and  we  succeeded  in  that  because  we 
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called  a  toll;  but  when  it  comes  to  separating  toll  expenses  from 
local  expenses,  exchange  expenses  and  long-distance  expenses,  it  is 
a  very  difficult  thing  to  do. 

Q.  You  can  separate  the  earnings?  A.  We  can  separate  the 
earnings  with  absolute  accuracy,  but  you  can't  separate  the  ex- 
penses and  you  can't  separate  the  expenses  in  any  particular  part 
•of  your  territory  from  the  other  parts  where  it  is  all  tied  together, 
and  all  we  can  do  in  a  matter  of  that  kind  is  to  use  our  very  best 
judgment  in  so  apportioning  the  total  charges  that  we  need  to 
pay  our  expenses  and  a  fair  return  on  our  investment  as  to  develop 
the  traffic  to  the  utmost  and  make  the  facility  of  the  greatest  use 
to  the  public,  and  we  think  that  is  what  we  have  accomplished, 
because  we  have  360,000  telephones  here  and  the  greatest  traffic 
in  the  world,  several  times  as  many  as  they  have  in  any  other  great 
city  —  London,  Paris,  Vienna.  Relatively,  I  mean.  I  can  give 
you  all  of  those  statistics  when  we  come  to  discussing  this  rate 
question.  I  don't  want  to  avoid  your  question.  I  want  to  simply 
say  that  it  was  not  possible  to  answer  it,  and  I  want  to  show  you 
why  I  think  it  is  not  possible  to  give  an  exact  answer. 

Q.  I  appreciate  there  must  be  more  or  less  of  an  estimate. 
A.  Exactly. 

Q.  There  must  be  an  absolutely  accurate  division  of  income. 
A.  We  used  to  think,  a  few  years  ago,  that  the  toll  business  was 
all  velvet;  but  when  we  make  a  fair  analysis  of  it,  charging  its 
proportion  of  the  expense,  I  think  we  get  to-day  about  the  same 
proportion  out  of  one  as  out  of  the  other. 

Q.  That  is,  out  of  long-distance  as  out  of  toll?  A.  Out  of 
exchange  as  out  of  our  toll.  The  long-distance  we  deal  with  in 
this  way :  We  own  the  lines  in  our  territory  —  that  is,  the  whole 
territory  of  the  New  York  and  old  New  York  and  New  Jersey 
companies.  The  A.  T.  and  T.  Company  owns  the  lines  outside 
of  that  territory.  Now,  we  get  an  originating  commission  —  the 
companies  get  an  originating  commission  for  developing  the  busi- 
ness^ and  then  we  pro  rate,  not  on  the  mileage,  but  upon  the 
amount  of  investment  represented  on  the  lines  over  which  the 
traffic  passes.  Now,  we  can't  trace  our  message  from  its  point 
of  origin  to  its  destination  and  say  just  exactly  how  that  message 
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will  go;  but  we  appoint  a  committee  that  once  a  year  or  once 
every  —  periodically  —  tests  out  this  thing  by  taking  the  long- 
distance traffic  that  passes  over  the  lines  and  makes  the  ratios  on 
which  those  earnings  shall  be  based,  subject  to  correction  by  either 
party  on  notice,  and  we  allow  that  to  run  for  two  or  three  years 
and  then  make  another  study  and  apportionment  Our  people 
are  just  as  keen  to  get  their  share  of  earnings  as  the  A.  T.  and  T. 
people  are  to  get  theirs.  My  own  judgment  is  that  the  basis  on 
which  the  apportionment  is  made  is  just  as  fair  as  if  it  were  to 
be  two  companies  independently  owned.  In  other  words,  I  want 
to  be  perfectly  unqualified  in  my  statement  that  the  A.  T.  and  T.. 
doesn't  milk  the  New  York  Telephone  Company  through  that 
distribution  of  the  long-line  tolls  —  the  apportionment  of  the  long^ 
line  tolls. 

Q.  Do  you  think  that  $1,000  invested  in  the  A.  T.  and  T* 
Company  long-distance  lines  produces  about  the  same  revenue^ 
net,  as  the  same  amount  invested  in  your  local  exchange  business 
or  in  your  toll  business  ?  A.  Well,  if  I  understand  you,  you  mean 
taking  the  country  as  a  whole  ? 

Q.  Yes.  A.  I  rather  doubt  it,  because  I  think  our  territory, 
if  you  mean  the  old  New  York  and  New  Jersey  territory,  where 
we  own  the  long  lines,  I  am  quite  sure  that  1,000  miles  there  — 
you  mean  $1,000  ? 

Q.  A  thousand  dollars.  A.  No^  I  don't  think  so.  It  is  not 
based  wholly  upon  the  — 

Q.  That  is,  the  long-distance  business  is  not  so  profitable  as  .the 
other  ?    A.  Not  as  a  whole  thing. 

Q.  Now,  take  a  specific  case.  What  is  the  rate  from  New 
York  to  Albany  for  a  three  minutes'  conversation  ?  A.  Well,  have 
you  got  it  there  in  your  records  ? 

Q.  It  is  $1,  as  a  matter  of  fact,  isn't  it  ?  A.  Yes ;  Mr.  Moister 
says  it  is. 

Q.  Now,  there  is  an  originating  commission  going  to  the  'New 
York  Company  for  originating  that  message  ?    A.  Yes. 

Q.  How  much  is  that  ?    A.  20  per  cent.  now. 

Q.  I  am  assuming  that  the  message  originates  in  New  York 
city  ?    A.  We  get  our  pro  rate  on  it. 
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Q.  You  own  all  of  the  apparatus  used  in  transmitting  that 
message  to  a  point  thirty-three  miles  north  of  the  City  Hall? 
A.  Yes. 

Q.  And  the  message  goes  to  a  point,  say,  143  miles  north  of 
the  City  Hall  ?    A.  Yes. 

Q.  Now,  how  is  that  toll  charge  divided  between  the  two  com- 
panies? A.  Mr.  Moyster  seems  to  be  calling  me  down  on  that. 
I  want  to  be  exactly  accurate.  He  is  the  comptroller  and  has 
worked  it  out.  All  I  know  is  the  general  contract  between  the 
two  companies.  I  will  give  you  a  copy  of  that  if  you  havenH 
already  jgot  it. 

Mr.  Page  :  If  you  don't  know,  never  mind.  We  will  take  that 
up  later  with  Mr.  Moyster  or  someone  who  iB  more  familiar 
with  it. 

Chairman  Davis:  The  Committee  will  adjourn  subject  to  tke 
call  of  the  chair. 


SEVENTEENTH  PUBUC  SESSION 


AiiDERMANic  Chamber,  Citt  Hall, 

New  York,  February  25,  1910  — 11  a.  m. 

Present  —  Hon.  Edwin  A.  Merritt,  Jr.,  Vice'CKairman- 
Hon.  John  Kissel. 
Hon.  Thomas  B.  Caughlan. 
Hon.  Artemas  Ward,  Jr. 


E.  J.  Page,  Esq.,  1 

Odell  R.  Blair,  Esq.,  r  Counsel. 

Hon.  J.  Bennett  Southard, 


Edward  M.  Moister,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page:  ^ 

Q.  Mr.  Moister,  you  are  assistant  comptroller  of  the  American 
Telephone  and  Telegraph  Company  ?    A.  Yes,  sir. 

Q.  And  are  you  an  oflScer  of  the  New  York  Telephone  Com- 
pany ?    A.  No,  sir. 

Q.   Or  the  Empire  City  Subway  Company?    A.  No,  sir. 

Q.  You  made  out  a  report  to  the  Committee  which  was  verified 
the  23rd  of  November,  1909  ?    A.  Yes,  sir. 

Q.  And  in  that  you  stated  your  net  income  from  the  net  earn- 
ings of  the  company  to  be  $25,895,013.99 ;  how  did  you  arrive  at 
that?  A.  That  is  the  balance  that  remains  after  deducting  the 
entire  operating  expenses  of  the  company. 

Q.  That  is  for  the  entire  territory  in  which  the  company 
works  ?    A.  Yes,  sir. 

Ml 
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Q.  Or  does  that  relate  to  Xew  York  State  alone?  A.  No,  the 
entire  territory. 

Q.  That  is  the  entire  territory?    A.  Yes,  sir. 

Q.  Then  you  deduct  $7,733,306.73  as  interest.  What  does  that 
interest  cover  ?  A.  The  interest  matter  is  —  those  are  Boston 
accounts  with  which  I  am  not  so  familiar,  but  unquestionably  they 
are  interest  on  loans. 

Q.  Does  that  include  interest  on  the  bonds  of  the  company,  do 
you  know  ?    A.  Yes,  I  know  it  does. 

Q.  Do  you  know  what  those  bonds  amount  to  ?    A.  No,  sir. 

Q.  Don't  you  have  anything  to  do  with  that?  A.  Nothing;  I 
simply  have  charge  of  the  traffic  accounts. 

Q.  Who  has  charge  of  the  general  financial  accounts  of  the 
company?  A.  The  general  books  are  kept  in  Boston  under  the 
comptroller. 

Q.  And  where  is  the  comptroller's  office  ?    A.  In  Boston. 

Q.  Where  is  the  principal  office  of  the  company  ?    A.  In  Boston. 

Q.  Where  was  the  company  organized  ?    A.  In  New  York  State. 

Q.  Why  isn't  the  principal  office  here?  A.  That  I  cannot 
answer;  I  don't  know. 

Q.  As  a  matter  of  fact  it  is,  isn't  it?  A.  To  all  intents  and 
purposes  I  imagine  it  is. 

Q.  Can  you  obtain  for  the  Committee  an  analysis  of  that  item 
in  your  report  ?    A.  Yes,  sir. 

Q.  Will  you,  and  furnish  it  ?  Within  how  many  days  can  you 
furnish  that?    A.  Oh,  within  a  week;  is  that  quick  enough  ? 

Q.  I  would  like  it  a  little  quicker  if  you  can  get  it?  A.  We 
can  get  it  sooner  than  that. 

Q.  Within  three  or  four  days  ?    A.  Yes,  sir. 

Q.  As  soon  as  you  get  it  will  you  send  it  to  me  at  Syracuse  ? 
A.  Yes,  I  will  be  pleased  to.  You  want  an  analysis  of  the  interest 
account. 

Q.  Yes,  the  interest  account  of  about  seven  and  three-quarter 
million  dollars,  a  little  more  than  that  ?    A.  Yes,  sir. 

Q.  Then,  from  that  balance  is  deducted  dividends  paid, 
$12,459,156  ?    A.  Yes,  sir. 

Q.  That  is  a  dividend  of  8  per  cent,  upon  the  total  outstanding 
stock  of  the  company  ?    A.  Yes,  sir. 
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Q.  That  leaves  a  balance  of  $5,662,651.26^  from  which  you 
deduct  $3,000,000 ;  why  do  you  do  that  ?  A.  Carry  it  to  reserve 
for  depreciations. 

Q.  What  becomes  of  the  money;  do  you  hold  that  in  a  trust 
company  in  cash?    A.  !No,  sir. 

Q.  What  does  become  of  it?  A.  Not  all.  It  may  be  in  cash 
or  it  may  be  invested  in  plant  or  in  other  securities. 

Q.  It  may  be,  but  is  it  ?    A.  I  don't  know. 

Vice-Chairman  Meeritt  :    Is  it  just  a  bookkeeping  item  ? 

Mr.  Page  :    That  is  what  I  am  trying  to  get  at. 

By  Mr.  Page: 

Q.  What  is  it?  A.  It  is  a  reserve  that  was  taken  out  of  the 
earnings  last  year. 

Q.  Where  is  it  kept;  any  place  besides  the  books  of  the  com- 
pany —  does  that  mean  that  you  have  that  much  money  somewhere 
that  you  put  aside  as  a  reserve  to  rebuild  your  plant  with  as  it 
wears  out  ?  A.  No,  it  is  not  put  aside  specifically ;  as  I  say,  there 
is  more  than  that  cash  in  hand;  there  are  investments  in  stocks 
and  bonds,  and  then  there  is  extensions  of  plant. 

Q.  For  instance,  you  carry  $3,000,000  to  reserve  for  the  year 
ending  December  31,  1908 ;  how  ipuch  did  you  carry  to  reserve 
the  31st  of  December,  1909?  A.  I  do  not  think  that  is  deter- 
mined yet,  Mr.  Page.    I  have  not  seen  the  figures. 

Q.  That  is,  the  books  are  not  closed  ?    A.  Not  yet. 

Q.  How  soon  after  the  close  of  the  fiscal  year  do  you  usually 
close  your  books  ?  A.  It  varies ;  it  has  been  as  late  as  the  middle 
of  March;  sometimes  earlier. 

Q.  Have  you  any  idea  when  the  books  will  be  closed  for  last 
year  ?    A.  I  should  think  within  a  week. 

Q.  Will  you  furnish  that  information  to  the  Committee,  the 
amount  carried  to  reserve  last  year  ?    A.  Yes,  sir. 

Q.  Now,  go  back  to  1907 ;  what  did  you  carry  to  reserve  at  the 
end  of  the  year  1907  ?    A.  I  don't  remember. 

Q.  Well,  approximately  ?  A.  It  would  be  a  pure  guess ;  in  the 
neighborhood  of  $2,000,000,  I  should  think.  • 

Q-.  How  much  would  you  say  that  the  company  had  carried  to 
the  reserve  account  in  the  past  ten  years  in  the  aggregate  ?    A.  I 
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don't  know,  Mr.  Page,    Answer  to  24  says,  "  general  depreciation 
reserve  is  $21,884,000." 

Q.  Covering  how  long  a  period?  A.  That  is  from  the  begin- 
ning. 

Q.  Does  that  mean  that  the  total  amount  up  to  the  close  of 
business  for  the  year  1908  which  had  been  put  aside  to  take  care 
of  depreciation  was  over  $21,000,000,  nearly  $22,000,000?  A, 
Yes,  sir. 

Q.  Had  that  been  invested  in  the  plant?  A.  That  and  other 
ways. 

Q.  How  much  of  it  was  invested  in  plant?  A.  Nobody 
could  tell. 

Q.  But  that  was  all  earnings  of  the  company  ?    A.  Yes,  sir. 

Q.  Then,  after  deducting  the  reserve  you  carry  to  surplus 
$2,662,551.26?    A.  Yes,  sir. 

Q.  Where  is  that  money  kept?  A.  In  the  same  way  that  the 
depreciation  reserve  is  kept. 

Q.  Then  why  do  you  have  the  two  accounts  ?  A.  One  is  specific 
and  the  other  is  general;  the  surplus  could  be  used  for  the  same 
purpose  if  need  be. 

Q.  Is  it,  as  a  matter  of  fact,  so  used  ?  A.  It  never  has  been, 
not  once. 

Q.  Is  it  carried  in  cash  ?    A.  No. 

Q.  How,  then  ?  A.  It  may  be  carried  in  cash ;  it  may  be  car- 
ried in  investments. 

Q.  But  how  is  it  carried  ?    A.  I  don't  know. 

Q.  Who  does  know  ?  A.  I  don't  think  anyone  knows  specifically 
how  it  is  carried. 

Q.  What  is  the  total  amount  being  carried  by  the  company  at 
the  present  time  in  surplus  account  ?    A.  That  I  cannot  answer. 

Q.  Anybody  know  that  ?  A.  They  will  know  it  when  the  1909 
figures  are  complete. 

Q.  W^hat  was  the  total  at  the  close  of  business  in  1908?  A. 
$16,225,917.64. 

Q.  Do  you  know  how  much  of  this  surplus  and  reserve  the 
company  had  in  cash  at  that  time  or  in  securities  ?    A.  No,  sir. 

Q.  Does  anybody  know?  A.  I  do  not  see  how  they  can  tell 
specifically,  Mr.  Page.  \ 
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Q.  Why  not  ?    A.  Because  it  is  not  kept  separately. 

Q.  Isn't  there  an  account  kept  of  the  investments  of  the  com- 
pany outside  of  the  plant  ?    A.  Yes,  sir. 

Q.  Doesn't  that  account  represent  what  you  have  put  aside  or  a 
portion  of  what  you  have  put  aside  for  surplus  and  reserve  ?  A.  I 
think  that  would  be  a  fair  conclusion. 

Q.  Isn't  it  a  fact  ?  A.  It  might  be  invested  in  real  estate;  there 
is  some  real  estate  that  might  be  sold. 

Q.  Have  you  any  real  estate  that  has  been  bought  with  the 
avails  of  the  surplus  fund  or  the  reserve  ?    A.  I  don't  know. 

Q.  Do  you  know  of  anybody  that  would  know  that  or  does 
know  it  ?    A.  No,  sir. 

Q.  Now,  the  net  income  after  the  deduction  of  interest 
amounted  to  what  per  cent,  on  the  total  capital  of  the  company? 
A.  What  is  your  question  ? 

Q.  The  net  income,  after  deducting  interest,  the  net  earnings 
after  deducting  interest  would  be  what  per  cent,  on  the  total 
capital  stock?    A.  $18,121,000;  slightly  over  10  per  cent. 

Q.  What  was  the  gross  income  of  the  company  from  invest- 
ments or  sources  other  than  operating  income,  that  is,  for  the  year 
ending  December  31,  1908  ?     A.  $23,000,000. 

Q.  That  was  the  income  from  investments?  A.  That  is  the 
income  from  dividends  and  interest 

Q.  Well,  what  do  you  mean  by  "  dividends  and  interest "  ? 
Dividends  from  what?  Interest  on  what?  A.  Dividends  from 
stocks  which  they  hold. 

Q.  Which  the  company  hold?  A.  Yes,  sir,  and  interest  on 
loans  which  they  had  made. 

Q.  Now,  the  item  of  $25,895,000  was  the  net  earnings  from 
operation,  is  that  right  ?  A.  That  is  the  net  earnings  of  the  entire 
company;  yes,  sir. 

Q.  That  is  from  the  operation,  isn't  it  ?  A.  No,  that  is  the  net 
earnings  of  dividends,  interest  and  the  traffic,  less  expenses. 

Q.  Now,  what  part  of  that  is  the  result  of  operation  ?  A.  You 
mean  by  that  operating  the  lines  ? 

Q.  Yes.    A.  That  is  what  I  call  traffic. 

Q.  Then  the  $25,895,000  is  the  income  from  traffic  of  the 
operating  lines  ?    A.  No. 
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Q.  Transmission  of  messages?    A.  "No;  only  $4,000^000  net. 

Q.  Only  $4,000,000  ?    A.  Yes. 

Q.  What  per  cent,  is  that  on  the  capital  ?  A.  A  little  over  2, 
about  2%  per  cent. 

Q.  And  do  you  say  that  that  is  all  the  company  is  earning  on 
its  capital  from  operation?  A.  From  operation  of  its  lines,  yes, 
sir.  Understand,  that  is  the  capital  stock,  that  is  not  the  invest- 
ment in  the  lines. 

Q.  What  is  the  investment  in  the  lines  ?    A.  About  $42,000,000. 

Q.  Where  is  the  rest  of  the  capital  invested  ?  A.  In  stocks  and 
bonds  and  real  estate. 

Q.  What  is  the  net  income  to  the  company  from  the  capital 
invested  in  lines  ?  A.  About  10  per  cent.,  a  little  less  than  10  per 
cent. 

Q.  The  income  from  investment,  then,  is  enough  to  pay  all 
the  dividends,  take  care  of  the  amount  carried  to  reserve,  and  also 
the  amount  carried  to  surplus  ?    A.  The  income  from  the  lines  ? 

Q.  No,  from  investments  ?  A.  No.  If  you  deduct  from  your 
balance  $5,662,000  the  $4,000,000  income  from  the  loans,  you 
would  have  left  $1,600,000  and  there  was  carried  to  reserve  and 
surplus  $5,662,000. 

Q.  The  amount  of  interest  was  $7,773,000,  wasn't  it?    A.  Yes. 

Q.  The  dividends  paid  were  $12,459,000?    A.  Yes,  sir. 

Q.  The  amount  carried  to  reserve  was  $3,000,000,  the  amount 
carried  to  surplus  was  $2,000,000  ?    A.  Yes. 

Q.  What  is  the  total  of  all  of  that?  A.  The  net  earnings  at  the 
top  $25,895,000. 

Q.  And  your  gross  income  from  investments  was  $23,922,- 
457.98,  is  that  correct  ?  A.  I  don't  think  so,  for  the  reason  that  — 
let  me  understand  you ;  from  investments  you  are  deducting  — 

Q.  That  is  the  gross  income  from  investments?  A.  Yes;  the 
gross  income. 

Q.  The  gross  income  from  investments?  A.  The  gross  income 
from  investments  would  be  about  $29,000,000,  but  then  there  are 
the  expenses  to  come  out. 

Q.  What  expenses  are  deducted  from  the  gross  income  from 
investments?  A.  Expenses  of  the  general  operations  of  the  com- 
pany outside  of  the  operation  of  the  plant. 


Ifo.  38.]  947  \ 

Q.  And  what  are  they?    A,  Administrative. 

Q.  How  much  does  that  amount  to  ?  A.  I  don't  know ;  I  haven't 
the  figures  here.    Those  are  in  Boston. 

Q.  You  have  them  in  your  office,  havenH  you?  A.  No,  those 
are  Boston  figures. 

Q.  You  stated  in  answer  to  this  question:  What  is  the  total 
income  of  the  company  from  investments  or  sources  other  than 
operating  income,  the  gross  income  of  the  company  from  invest- 
ments or  sources  other  than  operating  income,  for  its  last  fiscal 
year,  was  $23,922,457.98.  Now,  is  that  correct,  or  is  $29,000,000 
correct?    A.  I  should  say  the  $23,922,000  is  correct. 

Q.  Then,  when  you  stated  a  little  time  ago  it  was  $29,000,000 
you  were  mistaken,  were  you  not?  A.  Xo;  I  said  the  expenses 
were  not  out  of  that. 

Q.  This  says  "  gross  income."  Is  that  the  result  of  taking  out 
expenses?    A.  No. 

Q.  If  so,  how  do  you  arrive  at  gross  income  ?  A.  I  see  where 
my  mistake  is.  I  took  out  the  net  traffic  and  I  should  have  taken 
the  gross  traffic  out  of  the  $33,000,000. 

Q.  Then  what  are  the  correct  figures?    A.  $23,922,457.98. 

Q.  Now,  that  is  the  net  income  of  the  company  from  invest- 
ments, instead  of  gross  ?  A.  That  is  the  gross  income  of  the  com- 
pany  from  investments. 

Q.  You  are  sure  about  that?    A.  Yes,  sir. 

Q,  Well,  suppose  you  deduct  that  amount  from  the  net  earnings 
of  $25,895,013.99,  and  see  what  you  have  left?  A.  I  have 
$1,972,666.01. 

Q.  What  is  that  again?    A.  $1,972,556.01. 

Q.  Now,  in  answer  to  the  question  "  How  much  of  its  gross  in- 
come during  the  last  fiscal  year  was  earned  within  the  State  of 
New  York,"  was  $4,904,650.15.  Will  you  analyze  that  for  the 
Committee?  A.  That  is  made  up  from  earnings  of  the  lines 
within  the  State  of  New  York. 

Q.  And  what  amount  is  that  ?  A.  $451,000  —  that  is,  on  intra- 
state business,  $451,487.89.  Dividends  on  stocks  of  New  York 
State  corporations,  $2,273,104.92.  Interest  on  notes,  $974,217.35. 
Rentals,  $1,120,576.35.  Interest  on  current  accounts,  $85,263.65. 
Making  a  total  of  $4,904,650.16. 
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Q.  Now,  take  the  first  item,  earnings  of  lines  on  intrastate 
business;  what  does  that  mean?  A.  That  means  the  earnings 
between  points  wholly  within  the  State  of  New  York ;  for  instance, 
a  message  between  Albany  and  Syracuse  would  be  in  that  item 
there. 

Q.  Do  you  make  any  account  of  business  originating  within 
the  State  of  New  York  and  terminating  elsewhere?  A.  Do  we 
have  a  record  of  it,  you  mean  ? 

Q.  Yes.    A.  Oh,  yes. 

Q.  What  was  the  amount  for  the  year  1908  of  the  business  that 
you  would  call  interstate,  I  suppose,  where  it  originated  in  New 
York  and  terminated  elsewhere,  or  originated  elsewhere  and  ter- 
minated in  New  York;  how  do  you  keep  the  account  of  that? 
A.  We  do  not  separate  it. 

Q.  You  call  that  all  interstate  business?  A.  W^e  have  it  all 
classed  as  one;  when  we  wish  to  have  information  of  this  kind,  it 
is  a  case  of  picking  it  out. 

Q.  That  is,  you  do  not  keep  any  separate  account  on  your 
books  of  interstate  or  intrastate  business  ?  A.  No,  sir,  it  involves 
entirely  too  much  bookkeeping. 

Q.  Is  it  possible  for  you  to  tell  how  much  interstate  business  — 
A.  Accurately,  no,  sir;  but  approximately. 

Q.  How  close  could  you  come  to  it?     A.   Interstate? 

Q.  Interstate  business,  and  by  that  I  do  not  mean  the  business 
that  was  done  between  New  Jersey  and  Pennsylvania,  but  inter- 
state business  which  either  originated  or  terminated  in  New 
York  State  ?    A.  You  want  to  eliminate  the  intrastate  from  that  ? 

Q.  Yes,  eliminating  the  intrastate  from  that?  A.  I  have 
nothing  here  from  which  I  could  figure  that,  Mr.  Page. 

Q.  Have  you  any  figures  there  which  show  the  total  amount 
received  within  the  State  of  New  York  for  all  kinds  of  business 
during  that  year;  when  I  say  all  kinds  of  business  I  mean  as 
operating  income?  A.  I  have  no  data,  but  I  remember  pretty 
nearly  the  total  of  that. 

Q.  What  is  the  total  of  that  ?    A.  It  is  about  $2,300,000. 

Q.  And  that  represents  the  total  amount  taken  in  in  New  York 
State  for  both  intrastate  and  interstate  business?  A.  For  all 
kinds  of  business. 
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Q.  I^ow,  that  does  not  include  moneys  taken  in  in  another 
State  upon  messages  originating  in  that  State  and  paid  for  there, 
but  terminating  in  New  York  State  ?    A.  No,  sir,  it  does  not. 

Q.  That  is,  you  credit  to  the  different  states  the  amounts  re- 
ceived there  ?    A.  Yes,  if  you  put  it  that  way. 

Q.  For  instance,  a  collect  message  from  Boston  to  New  York 
would  be  paid  for  in  New  York  and  would  go  to  the  credit  of  New 
York  State?    A.  Exactly. 

Q.  And  a  collect  message  originating  in  New  York  and  de- 
livered in  Boston  would  be  credited  to  Massachusetts?  A.  Yes, 
sir. 

Q.  And  then  each  state  would  have  credit  for  the  messages 
originating  within  that  state  which  were  paid  for  at  the  time  of 
origination?  A.  Yes;  but  we  do  not  keep  them  by  states,  you 
understand. 

Q.  You  do  not  keep  it  by  states  ?    A.  No,  sir. 

Q.  But  it  is  possible  to  determine  from  the  agency  reports  and 
the  company  reports  about  that,  isn't  it  ?  A.  It  is  an  easy  matter 
to  determine  the  originating  business,  yes. 

Q.  Within  any  state?     A.  Yes,  sir. 

Q.  And  you  include  within  the  originating  business  in  the 
state  collect  messages  coming  into  that  state  ?    A.  Yes,  sir. 

Q.  That  is  treated  as  originating  business  because  it  is  paid 
for  there  ?    A.  Exactly. 

Q.  What  was  the  total  of  that  item  originating  in  the  State 
of  New  York  ?    A.  About  $2,300,000. 

Q.  About  $2,300,000  ?    A.  Yes,  sir. 

Q.  And  there  was  about  $450,000  and  some  odd  of  that  which 
is  intrastate  business  ?  A.  That  is  our  share  of  the  intrastate  busi- 
ness, yes. 

Q.  What  do  you  mean  by  "  our  share  "  ?  A.  That  is  deducting 
whatever  has  been  paid  to  other  companies;  that  is,  deducting 
what  has  been  paid  to  the  New  York  Telephone  Company. 

Q.  Oh,  that  is  their  commission  on  handling  the  message? 
A.  No,  their  share  of  the  tolls. 

Q.  What  is  their  share  of  the  tolls?  A.  They  get  23.68  per 
cent,  of  all  the  business  that  affects  New  York  territory,  the  New 
York  Company's  territory.  Now,  some  of  that  business  don't 
affect  New  York  territory  and  some  did. 
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Q.  What  is  the  New  York  teirritory?  A.  A  radius  of  thirty- 
three  miles  from  the  City  Hall  of  New  York. 

Q.  In  all  directions?  A.  Yes;  except  down  in  Monmouth 
county ;  it  takes  in  that  county,  that  is  irregular, 

Q.  It  takes  in  all  of  Monmouth  county,  New  Jersey  ?  A.  Yes^ 
sir. 

Q.  On  a  message  from  New  York  to  Chicago  the  New  York 
Telephone  Company  would  get  23.68  per  cent,  of  the  entire  mes- 
sage ?    A.  Yes,  sir. 

Q.  Regardless  —  A.  After  deducting  the  pro  rate  paid,  if  any^ 
at  the  other  end,  which  there  should  be. 

Q.  Assume ;  let  me  put  it  another  way,  tiiey  get  23.68  per  cent.  ? 
A.  Cash  receipts. 

Q.  Of  the  net?    A.  Yes,  sir. 

Q.  Say  a  message  from  New  York  to  Chicago  is  $10 ;  you  have 
to  pay  something  in  Chicago?    A.  A  commission. 

Q.  To  the  local  company  ?    A.  Yes,  a  commission. 

Q.  And  is  that  based  on  your  net  receipts  ?    A.  Yes,  sir. 

Q.  Now,  take  that  as  an  example,  just  say  what  the  American 
Telephone  and  Telegraph  Company  would  get  out  of  the  $10. 
A.  We  would  give  first  a  commission  to  the  Chicago  company ;  we 
assume  that  it  is  fifteen  cents ;  that  leaves  $9.85,  out  of  which  the 
New  York  Company  would  get  23.68  per  cent. 

Q.  Is  there  any  other  distributing  point  where  you  allow  to  the 
local  company  a  commission  or  a  certain  percentage  of  your  net 
income  from  the  message,  as  you  do  here  in  New  York  ?  A.  The 
same  sort  of  a  settlement  ? 

Q.  Yes.    A.  No,  sir. 

Q.  Why  that  difference  ?  A.  That  has  been  entirely  under  the 
original  contract  made  with  them. 

Q.  When  was  that  contract  made  ?    A.  I  don't  know. 

Q.  About  how  long  ago?  A.  The  incorporation  of  the  Ne-wr 
York  Telephone  Company,  whenever  that  was  I  don't  know; 
twenty  odd  years  ago. 

Q.  Was  the  American  Telephone  and  Telegraph  Company  in 
control  of  the  New  York  Telephone  Company  when  the  contract 
was  niado  ?    A.  I  could  not  answer  that ;  that  is  beyond  my  date. 

Q.  You  know  pretty  near,  though,  don't  yo\i  ?  A.  I  think  they 
were,  though. 
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Q.  Can  you  give  any  reason  for  the  making  of  that  contract? 
A.  No,  sir. 

Q.  What  about  this  item  of  nearly  $1,000,000  on  notes  as  in- 
3ome?  A.  That  is  not  a  traffic  matter,  but  unquestionably  it  is 
interest  on  money  loaned  in  New  York  State. 

Q.  Loaned  to  operating  companies?     A.  Presumably. 

By  Vice-Ohairman  Mebbitt  : 

Q.  There  are  no  loans  made  to  parties  outside?  A.  I  don't 
think  so ;  I  know  of  none;  that  is  not  in  my  bailiwick. 

Q.  It  IS  fair  to  assume  that  there  are  not?  A.  It  is  fair  to 
assume  there  are  not. 

By  Mr.  Page:  .    ! 

Q.  In  answer  to  the  question,  "  How  much  of  the  net  income 
of  the  company  was  earned  during  the  fiscal  year  within  the  State 
of  New  York  ?"  you  answered,  "  The  accounts  of  the  company  are 
not  kept  in  a  manner  that  admits  of  a  direct  answer  to  this  ques- 
tion."   A.  Yes,  sir. 

Q.  Is  that  correct  ?    A.  That  is  correct 

Q.  Now,  will  you  give  an  indirect  answer  that  will  furnish 
the  Committee  with  the  information  ?     A.  How  is  that  ? 

Q.  Will  you  give  an  indirect  answer  that  will  furnish  to  the 
committee  that  information  called  for  by  that  question?  A.  It 
would  be  an  estimate,  and  I  have  given  Mr.  Wilcox  an  estimate 
on  that. 

Q.  Mr.  Wilcox  states  that  the  figures  that  were  given  to  him  a» 
the  revised  figures  showing  the  net  income  in  New  York  State 
derived  from  interstate  business  was  $900,816.4:2;  is  that  cor- 
rect?    A.  Yes,  sir. 

Q.  How  many  miles  of  line  does  the  company  own  in  the  State 
of  New  York,  how  many  miles  of  pole  lines  ?  A.I  can  give  you 
the  miles  of  wire,  I  am  trying  to  think  of  the  miles  of  line. 

Q.  Of  course  there  are  more  miles  of  wire.  A.  I  think  about 
2,600  miles  of  line. 

Q.  That  is  the  pole  lines?    A.  Yes. 

Q.  You  have  no  cables,  have  you  ?  A.  Very  little,  only  house- 
tops, something  of  that  kind. 
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Q.  That  is,  when  you  get  into  the  city  of  New  York  —  well, 
you  don't  get  into  the  city  of  New  York  in  fact,  do  you  ?  A.  No, 
fiir. 

Q.  You  come  to  a  point  thirty  miles  from  the  City  Hall  ?  A. 
Yes,  sir. 

Q.  And  have  you  a  station  there?  A.  No;  Bedford  I  think 
is  the  nearest  station. 

Q.  Is  there  anything  to  indicate  the  place  where  your  prop- 
erty and  the  property  of  the  New  York  Telephone  Company 
begins?    A.  I  think  there  is  a  pole  so  marked. 

Q.  A  pole  mark?    A.  Yes,  sir. 

Q.  And  where  is  that  on  the  main  line  going  north  to  Al- 
bany?    A.  The  very  point  I  could  not  tell  you. 

By  Vice  Chairman  Mekeitt: 

Q.  Does  that  2,600  miles  include  the  physical  property  of 
those  companies  which  were  taken  over  a  short  time  ago?  A.  No, 
sir ;  this  is  the  American  Telephone  and  Telegraph  Company.  We 
have  about  31,000  miles  of  wire  in  the  State. 

By  Mr.  Page: 

Q.  Thirty-one  thousand  miles  of  wire?    A.  Yes,  sir. 

Q.  Have  you  any  idea  of  the  value  of  that  2,600  miles  of  pole 
line  and  31,000  miles  of  wire,  that  is,  what  would  it  coet  to  re- 
place it  new?    A.  About  $4,000,000. 

Q.  And  what  is  the  value  of  it  depreciated ;  some  of  it  is  sev- 
eral years  old,  isn't  it?    A.  Yes,  sir;  some  of  it  is  very  old. 

Q.  Some  of  it  is  so  old  that  it  ought  to  be  replaced?  A.  I 
should  think  so. 

Q.  Or  is  it  still  serviceable?    A.  We  are  using  it  all. 

Q.  How  much  of  it  is  over  ten  years  old  ?  A.  That  would  be 
a  pure  estimate;  I  should  think  at  least  two-thirda  of  it 

Q.  How  much  of  it  is  over  fifteen  years  old?  A.  About  five- 
sixths,  I  should  think. 

Q.  About  five-sixths,  you  should  think  ?    A.  I  should  think  so. 

Q.  Then  there  is  more  of  it  over  fifteen  years  old  than  there 
is  of  it  over  ten  years  old  ?  A.  Oh,  no,  I  was  thinking  of  some- 
thing else;  I  should  say  about  half. 
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Q.  About  half  of  it  over  fifteen  years  old?    A.  Yes,  sir. 

Q.  Is  there  any  of  it  over  twenty  years  old  ?  A.  There  might 
be  some. 

Q.  Very  much?  A.  I  think  the  New  York-Buffalo  line  was 
built  about  that  time;  I  am  not  so  sure. 

Q.  Does  that  run  through  the  central  part  of  the  State,  or 
southeast  from  BuflFalo?    A.  That  goes  to  Albany  and  Syracuse. 

Q.  That  is  the  main  line  that  follows  the  old  turnpike  roads? 
A.  Yes,  sir. 

Q.  What  other  property,  that  is  tangible  property,  has  the  com- 
pany in  the  State  of  New  York?  A.  They  have  equipment  and 
some  small  test  stations. 

Q.  How  much  would  that  amount  to  ?  A.  I  don't  know. 

Q.  Approximately;  you  have  a  switching  station  at  Buffalo? 
A.  Yes,  sir. 

Q.  And  you  have  one  at  Kochester,  haven't  you  ?    A.  No,  sir. 

Q.  You  have  one  at  Syracuse  or  Onondaga  Valley,  South  Syra- 
cuse ?    A.  We  have  one  at  Onondaga. 

Q.  Have  you  one  at  Albany  ?  A.  No ;  I  think  there  is  one  at 
Lansingburg;  I  am  not  so  sure,  but  I  think  there  is. 

Q.  And  those  three  are  all  there  are  ?  A.  I  guess  that  is  right. 
I  should  think  that  the  equipment  and  real  estate  in  New  York 
would  not  amount  to  over  $75,000. 

Q.  Not  a  very  large  item  ?    A.  No. 

Q.  What  do  you  charge  off  each  year  for  depreciation  on  your 
pole  lines  ?  A.  No  stated  amount.  It  varies.  This  last  year  we 
charged  off  for  entire  plant  $650,000. 

Q.  On  the  entire  plant  ?    A.  Yes,  sir. 

Q.  That  was  what  percentage  on  the  investment  in  the  entire 
plant?    A.  A  little  over  one  and  one-haK  per  cent. 

Q.  Hasn't  there  been  some  determination  by  telephone  engi- 
neers as  to  the  amount  of  annual  depreciation  on  wooden  pole 
lines  ?  A.  I  think  they  differ  on  that ;  I  do  not  think  they  have 
come  to  a  conclusion. 

Q.  Well,  what  is  their  usual  figure?  A.  I  don't  know.  We 
have  never  used  any  engineers. 

Q.  Haven't  you  any  engineers  in  your  company  ?     A.  Yes,  sir. 

Q.  Who  is  your  chief  engineer  ?    A.  John  J.  Carty. 
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Q.  What  does  he  say  is  the  proper  amount  to  charge  oflf  for 
depreciation  on  pole  lines  ?    A.  I  never  talked  to  him  about  it. 

Q.  Where  is  he  ?     A.  I  think  he  is  at  home,  sick. 

Q.  Has  he  an  assistant  ?    A.  Yes,  sir. 

Q.  Who  is  he?    A.  Mr.  Waterman,  I  think  his  name  is. 

Q.  What  are  his  initials  ?     A.  A.  K.  Waterman. 

Q.  Is  he  in  Ifew  York  now?    A.  I  think  so. 

Q.  Is  he  subject  to  your  control  in  any  way?    A.  No,  sir. 

Q.  He  is  over  in  the  main  office  of  the  company?  A.  I  think 
80 ;  he  may  be  in  town. 

Q.  Now,  the  figures  that  you  have  given  of  $980,000  as  net  in- 
come from  interstate  business,  and  $451,000  income  from  intra- 
state business,  that  is  net  income  after  paying  all  operating  ex- 
penses which  you  have  to  pay,  isn't  it?    A.  Yes,  sir. 

Q.  And  after  paying  all  commissions?  A.  No,  sir;  and 
furthermore,  that  includes  the  intra-state. 

Q.  How  is  that?  A.  That  includes  the  intra-state  business  in 
New  York. 

Q.  That  is,  the  figure  of  $980,816  includes  both?    A.  Yes,  sir. 

Q.  Does  that  include  trans-state  business?    A.  Yes,  sir. 

Q.  Now,  just  tell  me  how  you  figure  out  trans-state  business 
and  keep  a  record  of  the  amount  of  trans-state  business  done  in 
New  York  State?  A.  To  give  you  an  instance,  a  message  from 
Greenfield,  Massachusetts  to  Cleveland,  Ohio,  that  went  through 
New  York  State;  we  have  a  short  method  of  doing  that;  it  is 
prorated  according  to  the  mileage  in  New  York  State,  New  York 
State  getting  its  share  of  mileage ;  that  is  what  it  results  in.  Do 
you  want  to  know  how  we  do  it  ? 

Q.  Take  that  instance,  how  much  would  be  credited  to  the 
New  York  lines?  A.  Assuming  that  the  mileage  is  600  miles, 
and  there  is  450  miles  in  New  York  State,  400  in  New  York 
State,  and  the  whole  mileage  is  650  miles,  they  would  get  40/65ths 
of  the  toll. 

Q.  How  do  you  determine  that  fraction  ?  A.  Six  hundred  and 
fifty  is  the  through  mileage;  that  is  your  denominator. 

Q.  I  thought  you  said  600  ?    A.  I  corrected  myself. 

Q.  If  it  was  650,  they  would  get  40/65ths  ?    A.  Yes,  sir, 

Q.  That  is  the  gross  income?    A.  Yes. 
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Q.  You  do  not  charge  against  New  York  State  then  in  case  of 
a  trans-state  message  any  of  the  expense  for  commission  on  the 
message?    A.  Yes;  the  commission  is  taken  out  first. 

Q.  Then  they  would  not  get  40/65ths?  A.  They  would  get 
40/65th8  of  our  cash  receipts. 

Q.  Of  the  net  amount  ?    A.  Of  the  net  amount. 

Q.  After  deducting  the  commission  on  originating  and  distri- 
buting?   A.  There  is  no  commission  on  the  distributing. 

Q.  That  is,  the  companies  distribute  free?    A.  Yes. 

Q.  How  much  of  this  $980,000  odd  is  trans-state  business? 
A.  About  ten  per  cent. 

Q.  In  making  your  report  of  gross  income  to  the  State  Comp- 
troller, what  do  you  report,  the  intra-state  business  alone,  or  the 
interstate  and  the  trans-state  together?  A.  I  don't  know,  Mr. 
Page.  We  furnish  our  tax  attorney  with  the  information  that 
he  asks  for,  and  my  recollection  is  it  is  intra-state  business  only. 

Q.  Only?    A.  Yes,  sir. 

Q.  What  was  the  amount  of  the  total  commission  earned  by  the 
New  York  Telephone  Company  on  long  distance  business?  A. 
You  mean  the  total  amount  of  revenue  from  us. 

Q.  Yes,  the  revenue  they  received  from  you  or  the  amount  you 
credited  them  with  ?     A.  For  the  year  1908,  $929,000. 

Q.  Does  that  represent  the  amount  that  they  earned  or  the 
amount  which  you  paid  to  them?  A.  That  is  the  amount  they 
earned.    From  that  we  deduct  certain  expenses. 

Q.  What  is  the  amount  of  the  deduction?  A.  I  don't  seem  to 
have  that,  Mr.  Page;  I  thought  I  had  it. 

Q.  Well,  can  you  tell  what  the  deduction  was  for?  A.  Yes, 
the  deductions  were  for  expenses  which  we  incurred  within  the 
thirty-three  mile  territory.  We  paid  certain  —  made  certain  re- 
pairs to  lines  which  belonged  to  the  New  York  Telephone  Com- 
pany.    That  is  taken  out  of  their  share  of  the  earnings. 

Q.  W^hy  do  you  do  that  ?    A.  That  is  in  the  contract. 

Q.  Have  you  a  copy  of  that  contract?    A.  Yes,  sir. 

Q.  Will  you  produce  it  this  afternoon?    A.  Yes,  sir. 

Q.  You  mean  that  a  part  of  that  contract  is,  or  one  of  the 
provisions  of  it  is,  an  agreement  on  the  part  of  the  A .  T.  &  T.  Co. 
to  make  certain  repairs  to  the  New  York  Telephone  Company 
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lines  within  the  thirty-three  mile  radius?  A.  That  we  shall  be 
reimbursed  for  any  expenditures  we  made  for  them  within  that 
territory. 

Q.  Does  the  agreement  provide  that  you  shall  make  the  re- 
pairs?   A.  No. 

Q.  Why  don't  you  lend  them  the  money  and  let  them  make 
their  own  repairs  ?  They  are  perfectly  good,  aren't  they  ?  A.  Yes, 
I  should  say  so. 

Q.  You  own  them,  don't  you?  A.  Yes,  sir.  One  reason  is 
that  there  are  certain  repairs  that  we  could  do  quicker  and  to  our 
satisfaction  a  little  better. 

Q.  For  instance,  what?  A.  But  now  they  are  doing  it  all. 
They  are  doing  all  the  maintenance  in  this  territory. 

Q.  What  was  it  you  could  do  quicker  and  better  than  they 
could?  A.  Repairing  a  break  on  the  line  when  we  had  men  in 
the  vicinity. 

Q.  Didn't  they  have  men  to  repair  breaks  on  the  line  ?  A.  They 
have  now,  yes,  sir ;  but  they  didn't  use  to  have. 

Q.  Didn't  have  any  force  at  all  ?  A.  Oh,  yes ;  but  not  in  con- 
nection with  those  particular  lines. 

Q.  What  particular  lines  were  they  that  you  repaired?  A. 
What  we  call  the  long  distance  lines. 

Q.  And  you  looked  after  those?     A.  Yes,  sir. 

Q.  You  had  men  stationed  all  along  the  line  ready  to  grab  the 
ends  if  they  parted  and  solder  them  together  quick  ?  A.  Took  care 
of  any  necessary  repairs. 

Q.  But  did  you  have  men  down  in  the  office  building  which 
you  sent  out  when  you  get  a  report  of  trouble  on  the  line?  A. 
Both  ways. 

Q.  How  many  men  did  you  have  stationed  as  patrolmen  alon^ 
the  line  running  from  15  Dey  street  up  to  the  point  thirty  miles 
north  ?     A.  Xothing  right  in  the  city. 

Q.  You  didn't  charge  up  to  them  anything  for  repairs  outside 
of  the  thirty  mile  line  ?    A.  Xo,  sir,  the  city  does  not  run  that  far. 

Q.  But  within  that  limit  ?  A.  I  couldn't  tell  you  how  many 
patrolmen  we  had ;  we  had  some. 

Q.  Did  you  have  men  patrolling  the  line  constantly  looking  for 
breaks?     A.  Within  that  territory? 

Q.  Yes.    A.  I  don't  think  so. 
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Q.  Did  you  have  men  patrolling  any  of  your  lines  looking  for 
breaks?  A.  We  had  linemen  stationed  along  the  line  who  look 
after  those  things. 

Q.  But  that  doesn't  answer  the  question.  Did  you  have  patrol- 
men going  over  the  line  looking  for  breaks  ?    A.  Constantly  ? 

Q.  Constantly,  or  intermittently  or  irregularly?  A.  Intermit- 
tently, yes,  our  linemen  did  that. 

Q.  Do  they  go  over  the  lines  except  when  there  is  a  grounding 
of  the  line  ?    A.  Yes,  they  make  periodical  inspection  trips. 

Q.  How  often  ?    A.  I  don't  know. 

Q.  Well,  about  how  often  ?  You  are  in  charge  of  that  branch 
of  the  service  in  a  way,  aren't  you  ?    A.  No. 

Q.  You  know  about  it  ?  A.  That  applies  to  the  plant.  I  have 
charge  of  the  accounts. 

Q.  Those  men  are  paid  for  ?    A.  Yes. 
.  Q.  You  know  what  it  costs  for  that  work  within  the  thirty  mile 
limit  for  the  year  1908?     A.  I  thought  I  had  those  figures  but 
I  haven't  got  them. 

Q.  Is  that  all  you  charge  up?  A.  We  charge  the  operating. 
We  have  a  long  distance  switchboard  in  New  York  at  Cortlandt 
street.  That  is  under  our  control.  We  hire  and  discharge  the 
operators. 

Q.  The  New  York  Telephone  Company  has  nothing  to  do  with 
that?     A.  No,  sir,  and  they  reimburse  us  for  that. 

Q.  But  they  are  spending  all  the  money  ?    A.  Yes. 

Q.  And  you  charge  it  up  to  them  ?    A.  Yes,  sir. 

Q.  Anything  else?  Do  you  charge  anything  up  to  them  for 
maintenance?    A.  Oh,  yes. 

Q.  Do  you  charge  anything  to  them  for  depreciation  on  that 
switchboard  ?    A.  If  there  should  be  any. 

Q.  Do  you  make  any  regular  annual  charge  for  depreciation 
against  the  New  York  Telephone  Company  ?    A.  No,  sir. 

Q.  Did  you  ever  make  any  such  charge?  A.  Yes,  we  have  in 
times  past  made  a  charge  under  depreciation,  a  small  one. 

Q.  Do  you  charge  them  anything  for  rental  of  instruments? 
A.  Yes,  sir. 

Q.  On  what  theory  do  you  do  that?  Is  it  provided  for  in  the 
contract?    A.  I  don't  think  it  is  mentioned  specifically. 


^  958  [Senate 

Q.  Then  why  do  you  do  it?  A.  In  this  way:  They  are  to 
reimburse  us  for  all  our  expenses  in  the  territory  and  that  is  one 
of  the  expenses  we  have. 

Q.  That  is  one  of  your  expenses  is  rental  of  instruments  ?  A* 
Yes,  sir. 

Q.  About  what  does  that  amount  to?  A.  Four  or  five  thou- 
sand dollars  a  year. 

Q.  Who  do  you  pay  it  to  ?  A.  We  pay  it  to  the  original  —  to 
the  Boston  office,  to  the  American  Bell. 

Q.  The  American  Bell  Telephone  Company?  A.  It  is  the 
A.  T.  &  T.  of  Boston. 

Q.  The  American  Bell  Telephone  Company  is  out  of  business^ 
isn't  it?    A.  Yes,  sir. 

Q.  Has  been  dissolved?    A.  Yes. 

Q.  So  that  it  amounts  to  the  American  Telephone  and  Telegraph 
Company  office  in  New  York  paying  to  the  American  Telephone 
and  Telegraph  Company  office  in  Boston  a  certain  sum  for  rental  of 
instruments,  and  charge  it  up  to  the  New  York  Telephone  Com- 
pany?   A.  Yes,  sir. 

Q.  Which  incidentally,  the  American  Telephone  and  Tel^raph 
Company  owns?  A.  Which  means  that  the  New  York  company 
pays  that  rental. 

Q.  But  the  American  Telephone  and  Telegraph  Company  owns 
the  New  York  company,  isn't  that  true?  A.  Yes,  sir,  I  think 
it  is. 

Q.  So  that  when  you  make  that  charge  against  them  for  rental^ 
without  diminishing  your  earnings  in  any  respect,  you  have 
diminished  the  gross  receipts  of  the  New  York  Telephone  Com- 
pany by  so  much?  A.  Yes,  sir.  It  is  precisely  the  same  as  if 
they  did  the  operating;  they  would  pay  that  rental. 

Q.  Isn't  that  true  just  as  I  stated  it  ?    A.  Yes,  sir. 

Q.  And  at  the  same  time  you  have  increased  the  operating  ex- 
penses of  the  New  York  Telephone  Company  by  so  much?  A. 
Yes,  sir. 

Q.  And  yet  the  money  never  leaves  the  control  of  the  officers 
of  the  American  Telephone  and  Telegraph  Company  for  an  in- 
stant ?  A.  That  is  right  in  the  last  analysis.  Let  me  see  —  one 
minute:    That  labor  is  paid. 
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Q.  I  was  referring  solely  then  to  the  question  of  the  telephone 
rentals.  So  far  as  that  is  concerned  the  statement  included  in 
my  question  was  absolutely  true,  wasn't  it?    A.  Yes. 

Q..  The  whole  transaction  is  a  bookkeeping  operation?  A.  No, 
sir. 

Q.  Well  now  in  what  respect  isn't  it  a  bookkeeping  operation  ? 
A.  As  I  stated  before  it  is  a  New  York  company.  If  we  were 
not  operating  in  this  territory  at  all  they  would  pay  that  same 
rental  to  the  Boston  office. 

Q.  Very  good.  A.  Now  we  operate  and  pay  the  rental  and 
charge  it  to  them  so  that  they  pay  it  to  us  here  in  New  York  in- 
stead of  to  Boston. 

Q.  Well,  go  on.  And  what  next  ?  A.  Well,  we  have  sent  it  to 
Boston,  and  it  gets  into  the  company's  receipts  at  Boston,  of 
course. 

Q.  Same  company,  isn't  it?    A.  Yes. 

Q.  That  money  has  never  left  the  control  of  the  A.  T.  &  T.  ? 
A.  No. 

Q.  Never  has  left  the  account  of  the  A.  T.  &  T.  —  it  belongs 
to  the  stockholders  of  the  A.  T.  &  T.,  isn't  that  true  ?  A.  I  think 
that  conclusion  might  be  arrived  at,  yes. 

Q.  Well,  will  you  arrive  at  some  other  conclusion  —  A.  No,  I 
won't. 

Q.  If  there  is  any  other?    A.  No. 

Q.  Now,  in  a  statement  which  I  have  here  —  I  don't  know 
where  it  came  from  —  I  understand  it  was  furnished  by  your 
office,  it  is  headed  statement  of  expenses  incurred  by  the  A.  T.  &  T. 
Co.  within  the  territory  of  the  New  York  Telephone  Company 
for  the  year  ending  December  31,  1908;  operating  expenses, 
salaries  and  wages,  $232,528.74?  A.  That  statement  I  thought 
I  had  here,  but  I  haven't.    Those  are  the  operating  expenses. 

Q.  That  sounds  as  though  it  was  correct,  doesn't  it?  A.  It 
sounds  right. 

Q.  What  salaries  and  wages  are  those  ?  A.  Operators,  salaries ; 
everything  in  connection  with  the  — 

Q.  At  the  Cortlandt  street  station  ?  A.  Yes,  sir,  the  long  dis- 
tance board  at  the  Cortlandt  street  station. 

Q.  Kent,  light  and  heat,  $40,013.21.    Is  that  the  same?  A.  Yes. 
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Q.  Traveling,  $2,158.72;  what  is  that?  A.  That  is  employes 
in  connection  with  the  Traffic  Department  who  have  done  some 
traveling  chargeable  to  this  territory. 

Q.  Why  don't  you  pay  them  the  money?  A.  Pay  who  the 
money  ? 

Q.  Pay  the  New  York  Telephone  Company  their  23.68  per 
cent,  and  let  them  make  those  disbursements.  What  is  the  pur- 
pose of  keeping  that  account  the  way  you  do  ?  A.  Only  that  the 
long  distance  feature  of  the  business  has  been  handled  entirely 
separate  from  the  rest. 

Q.  I  don't  see  as  that  answers  it.  What  difference  does  it 
make  to  you  how  they  handle  their  branch  of  the  long  distance 
business  ?  You  have  a  contract  to  pay  them  23.68  per  cent.  Why 
don't  you  do  that  and  let  them  operate  the  business  and  pay  the 
expenses  within  the  territory?    A.  I  suppose  they  could  do  it. 

Q.  W^hy  don't  they?    A.  I  can't  answer  that 

Q.  You  charge  up  against  the  New  York  company  salaries 
and  wages  to  the  amount  of  $16,561.47  under  the  heading  of 
general  expenses.  What  is  that?  You  have  salaries  and  wages 
under  operating  expenses  of  nearly  a  quarter  of  a  million?  A. 
That  is  their  proportion  of  the  general  expense  of  the  New  York 
office. 

Q.  Why  should  they  pay  any  proportion  of  the  general  expense 
of  the  New  York  office?  A.  Simply  because  it  is  a  matter  of 
contract. 

Q.  Is  that  provided  for  in  this  contract?    A.  Yes. 

Q.  That  they  shall  pay  the  general  expense?  A.  They  shall 
pay  all  expenses. 

Q.  What  are  the  general  expenses  —  whose  salary?  A.  Part 
of  mine. 

Q.  But  you  are  not  an  officer  of  the  New  York  Telephone  Com- 
pany ?  A.  No ;  but  part  of  my  labor  goes  to  account  for  the  tolls 
and  the  business  that  affects  that  territory. 

Q.  There  is  an  item  of  rent  of  over  $3,000  under  general  ex- 
penses?   A.  Yes. 

Q.  Is  that  traveling  expenses  of  employes  or  officers  of  the 
A.  T.  &  T  ?  A.  It  may  be  both,  applying  to  this  territory.  They 
pay  a  portion  of  my  office  rent. 
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Q.  The  New  York  Telephone  Company  does  ?  A.  That  is  part 
of  the  general  expense,  yes. 

Q.  Why  don't  you  pay  over  to  them  the  amount  due  them  and 
let  them  pay  it?  A.  I  think  it  is  an  easier  way  of  accounting 
to  do  it  this  way. 

Q.  The  general  effect  of  this  way  of  keeping  the  account  is  to 
reduce  the  gross  income  of  the  New  York  Telephone  Company, 
isn't  it?     A.  It  should  not  be. 

Q.  Well,  as  a  matter  of  fact  it  is,  isn't  it?  A.  I  don't  know. 
I  am  not  familiar  with  their  accoimts. 

Q.  Who  is?     A.  Their  auditor. 

Q.  And  what  is  his  name?     A.  Mr.  Brown  —  Walter  Brown. 

Q.  Is  he  here?    A.  Yes,  sir. 

(Paper  marked  Exhibit  56  for  identification). 
(Paper  marked  Exhibit  57  for  identification). 

Q.  I  show  you  Exhibit  57  for  identification  and  ask  you  to 
state  what  that  is  ?  A.  Expenses  incurred  within  the  thirty-three 
mile  limit  of  the  New  York  Telephone  Company  chargeable  to 
them  in  the  settlement  with  that  company  for  their  proportion  of 
long  distance  business  for  the  year  1908. 

Q.  Now  I  show  you  Exhibit  56  for  identification  and  ask  you 
to  state  what  that  is?  A.  A  detailed  statement  of  expenses  in- 
curred by  the  American  Telephone  and  Telegraph  Company  within 
the  territory  of  the  New  York  Telephone  Company  for  the  year 
1908,  chargeable  to  the  New  York  company  in  settlement  with 
them  for  their  share  of  long  distance  business. 

Q.  What  proportion  of  your  salary,  for  instance,  is  paid  by 
the  New  York  Telephone  Company?  A.  About  46  per  cent,  of 
our  entire  business  applies  to  the  New  York  Telephone  Company, 
and  it  is  23  per  cent,  of  46  per  cent,  of  my  salary,  which  would 
be  about  12  per  cent,  of  my  salary. 

Q,  About  12  per  cent?    A.  Yes. 

Q.  So  that  the  total  shown  on  Exhibit  56  for  identification  of 
$426,599.35  is  23  per  cent.  A.  No.  Only  the  general  expense 
is  divided  that  way. 

Q.  Then  the  $50,329.47,  the  total  of  the  general  expense,  is  23 
per  cent,  of  46  per  cent,  of  the  total  general  expense  of  the 
A.  T.  &  T.  ?  A.  Yes,  applicable  to  the  traffic  department;  to  the 
long  distance  department. 
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Q.  That  is  their  total  expense  for  long  distance  business  in 
the  traffic  department,  is  that  right?     A.  Yes. 

Q.  23.68  per  cent,  isn't  it,  of  46  per  cent,  of  the  total  expense* 
A.  Of  the  total  general  expense. 

Q.  Of  the  total  general  expense  of  the  traffic  department  of 
the  A.  T.  &  T.  ?    A.  Yes,  sir,  that  is  right. 

Q.  Is  $50,329.47  ?    A.  Yes. 

Q.  Now  take  the  general  item  of  operating  expenses  amounting 
to  $295,651.99.  What  proportion  of  the  entire  operating  ex- 
penses of  the  A.  T.  &  T.  is  that  ?    A.  That  is  how  much  ? 

Q.  $295,651.99.  A.  It  is  about  16  per  cent,  of  the  total  operat- 
ing expense  of  the  company. 

Q.  Why  do  you  charge  up  16  per  cent,  of  your  total  operating 
expense  to  the  l^ew  York  Telephone  Company,  or  isn't  it  done 
on  that  basis  ?  A.  That  is  the  actual  expense  of  operating  within 
this  territory ;  it  is  not  on  a  percentage  basis. 

Q.  How  about  maintenance  ?  A.  The  same  way.  Actual  main- 
tenance within  this  territory.     That  is  not  on  a  percentage  basis. 

Q.  The  general  expense  is  determined  on  a  percentage  basis? 
A.  On  the  basis  of  the  business,  yes ;  on  the  revenue. 

Q.  How  long  have  you  been  with  the  company?  A.  About 
nineteen  years. 

Q.  When  was  the  company  organized  ?  A.  I  think  some  time 
in  1885. 

Q.  And  you  came  with  them  in  1891  ?    A.  Yes,  sir. 

Q.  Were  you  in  the  same  department  then  that  you  are  now? 
A.  Except  for  a  few  months  in  the  beginning. 

Q.  What  department  were  you  in  then?  A.  I  was  statistical 
clerk  for  two  or  three  months,  then  in  the  revenue  department  as 
auditor  of  receipts. 

Q.  During  that  time  have  you  been  familiar  with  the  holdings 
of  the  company  in  the  stocks  of  other  companies  in  the  State  of 
New  York?     A.  No,  sir. 

Q.  Do  you  have  anything  to  do  with  that?    A.  No,  sir. 

Q.  Who  does  ?    A.  Those  are  all  kept  in  Boston. 

Q.  That  is  all  kept  in  Boston?    A.  Yes,  sir. 

Q.  Is  there  any  record  here  in  New  York  of  the  holdings  of 
the  company  ?    A.  No,  sir,  not  that  I  know  of. 
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Q.  Haven't  there  ever  been?  A,  There  v^as  a  partial  record 
some  years  ago,  that  is  all. 

Q.  Do  you  know  in  a  general  way  anything  of  the  holdings  of 
the  A.  T.  &  T.  in  stocks  of  Jf  ew  York  corporations  ?    A.  No,  sir. 

Q.  Is  there  any  one  that  does  know  that?  A.  Not  short  of  Bos- 
ton that  I  know  of. 

Q.  Who  is  there  at  Boston  that  knows  that  ?  A.  Well,  I  think 
that  the  treasurer's  office  would  know. 

Q.  Who  is  the  treasurer?     A.  W.  K.  Driver. 

Q.  In  Schedule  G.  attached  to  your  report  to  the  committee, 
you  report  a  total  of  property  in  the  highways  of  $2,724,190.07? 
A.  Yes,  sir. 

Q.  Now  I  am  informed  that  you  report  to  the  State  Board  of 
Tax  Commissioners  tangible  property  in  the  streets  and  highways 
of  $1,373,715.  How  do  you  account  for  that  difference?  A.  I 
don't  know  unless  some  deduction  has  been  made  for  depreciation 
and  for  the  taxable  valuations. 

Q.  The  depreciation  for  what  ?  A.  For  depreciation  and  valua- 
tion for  taxes. 

Q.  That  is  the  valuation  of  the  property  for  operating  purposes 
is  greater  than  the  value  of  the  property  for  the  purposes  of  taxa- 
tion?    A.  I  think  so. 

Q.  This  same  schedule  G.  shows  supplies,  instruments,  and 
equipment,  that  is  under  that  heading  by  counties,  $52,009.44^ 
What  does  that  include?  A.  Emergency  supplies  and  minor 
switchboard  equipment  at  test  stations.  I  think  that  would  cover 
it  all. 

Q.  But  when  you  say  in  this  summary  "  by  counties,"  you  are 
eliminating  everything  that  is  within  an  incorporated  city  ?  A. 
Yes,  sir. 

Q.  That  is  not  included  at  all  ?    A.  No,  sir. 

Q.  Of  course  the  cities  are  in  counties,  but  you  eliminate  that 
and  take  what  there  is  in  the  State  outside  of  incorporated  cities  ? 
A.  Yes. 

Q.  Including  villages,  of  course  ?    A.  Yes. 

Q.  Under  that  same  heading  you  state  the  value  of  your  prop- 
erty of  that  class  by  cities  to  be  $202,466.36.  What  does  that  in- 
clude ?    A.  That  would  be  the  same  thing.     There  may  be  some 
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supplies  there  for  repairs  and  necessary  switchboard  apparatus  if 
we  had  any. 

Q.  Do  you  include  any  of  the  Cortlandt  street  station  ?  A.  Not 
in  that. 

Q.  And  you  include  no  property  in  the  city  of  New  York? 
A.  No,  sir. 

Q.  Because  that  all  belongs  to  the  New  York  company?  A. 
Yes,  sir. 

Q.  Do  you  include  anything  in  the  city  of  Poughkeepsie  ?  A. 
Yes,  sir. 

Q.  What  in  Poughkeepsie?  A.  Well,  if  we  had  anything 
there;  we  have  something  at  Newburgh. 

Q.  What  is  there  at  Newburgh  ?  A.  We  have  a  switching  sta- 
tion at  Newburgh. 

Q.  Which  side  of  the  river  does  your  main  pole  line  run  on 
^ing  north  to  Albany?  A.  We  have  two,  one  on  each  side  of 
the  river. 

Q.  And  they  are  about  the  same  size  ?    A.  Yes,  sir. 

<}.  How  many  wires  on  each  line?     A.  I  couldn't  tell  you. 

Q,  You  couldn't  approximate  it  ?  A.  No ;  they  are  very  heavy, 
that  is  all  I  know. 

Q.  What  property  have  you  in  the  city  of  Albany  under  the 
head  of  supplies,  instruments  and  equipment?  A.  I  don't  know. 
I  couldn't  locate  any  of  them  for  you  from  memory. 

Q.  Do  you  know  whether  or  not  you  have  any  ?  A.  In  Albany  ? 
No,  I  don't  know, 

Q.  Have  you  any  in  Troy?    A.  Lansingburg,  we  have. 

Q.  There  you  have  a  switching  station?    A.  Yes. 

Q.  But  in  Troy  the  lines  are  all  owned  by  the  Hudson  Rivet 
Telephone  Company?  A.  I  think  so.  I  think  we  simply  run 
through  Troy  and  coimect  at  Lansingburg. 

Q.  Or  rather  now  by  the  New  York  Telephone  Company  since 
consolidation?     A.  Yes,  sir. 

Q.  And  that  is  true  of  Utica,  isn't  it?    A.  Yes,  sir. 

Q.  And  also  of  Syracuse?  A.  We  have  test  stations  at  both 
places. 

Q.  But  it  is  not  in  Syracuse  ?    A.  Neither  is  it  in  Utica. 

Q.  So  that  those  are  included  in  the  $52,000  by  counties?  A. 
If  they  are  outside  of  the  city  limits,  yes. 
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Q.  Well,  they  are  outside,  as  a  matter  of  fact,  aren't  they? 
A.  I  don't  know,  I  think  thev  are. 

Q.  What  property  have  yon  in  Rochester?  A.  I  couldn't  tell 
you;  I  don't  know. 

Q.  Do  you  know  of  any?  A.  I  think  not;  I  think  Avon  ia 
the  switching  point  for  Rochester. 

Q.  And  at  Buffalo  the  switching  point  is  South  Buffalo?  A. 
Yes,  sir. 

Q.  And  is  that  included  in  Buffalo  or  is  it  outside  ?  A.  If  it  is 
within  the  city  limits. 

Q.  Do  you  know  whether  or  not  it  is  wdthin  the  city  limits? 
A.  No,  I  do  not  know. 

Q.  Well,  will  you  furnish -an  analysis  of  that  item  of  $202,- 
466.36?    A.  You  want  to  know  where  it  is  placed? 

Q.  I  want  to  know  what  it  is  and  Avhere  located  ?    A.  Yes,  sir. 

Q.  And  can  you  do  that  within  two  or  three  days  ?    A.  Yes,  sir. 

(Paper  marked  Exhibit  58  for  identification). 

Q.  I  show  you  Exhibit  58  for  identification,  and  ask  you  what 
that  is?  A.  It  is  an  estimated  statement  of  earnings  and  ex- 
penses for  intra  and  interstate  business  in  the  State  of  New  York 
for  the  year  1908  including  leased  wire  earnings  and  expenses. 

(Paper  marked  Exhibit  59  for  identification). 

Q.  I  show  you  Exhibit  59  for  identification,  and  ask  you  to 
state  what  that  is?  A.  It  is  an  estimated  statement  of  earnings 
and  expenses  for  intra  and  interstate  leased  wire  business  within 
the  State  of  New  York  for  the  year  1908. 

Q.  What  is  the  leased  wire  business  of  the  company  ?  A.  The 
rental  of  complete  circuits  for  patrons,  brokers  principally. 

Q.  That  is,  that  is  income  from  the  leasing  to  others  of  wires 
belonging  to  the  company?     A.   Yes. 

(Paper  marked  Exhibit  60  for  identification). 

Q.  I  show  you  Exhibit  60  for  identification,  and  ask  you  to 
state  what  that  is?  A.  It  is  a  scheme  used  in  apportioning 
earnings  and  expenses  for  the  estimate  showing  the  intra  and  inter- 
state earnings  and  expenses  for  the  year  1008. 

Q.  Were  Exhibits  58,  59  and  60  for  identification,  prepared 
by  you?     A.  Yes,  sir. 

Q.  Entirely?    A.  Yes,  sir. 
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Q.  And  they  are  correct,  are  they?  A.  As  far  as  I  can  esti- 
mate it. 

Q.  That  is  so  far  as  you  know,  they  are  correct?    A.  Yes,  sir. 

Q.  Intended  to  be  correct?    A.  Yes,  sir. 

Q.  Now  Exhibit  59  shows  an  income,  or  rather  a  rate  of  profit 
to  the  A.  T.  &  T.  Co.  on  its  leased  wire  business,  including  intra 
and  interstate  both  of  what  rate  per  cent?    A.  39  per  cent. 

Q.  And  the  income  to  the  New  York  Telephone  Company  for 
that  year,  or  rather  the  profit  on  the  leased  wire  business  was  what 
rate  per  cent?     A.  28.59. 

Q.  In  figuring  that  rate  per  cent,  of  profit,  did  you  base  it  upon 
the  total  value  of  the  property  of  the  companies,  or  simply  the 
value  of  the  leased  lines  ?    A.  The  value  of  the  leased  lines. 

Q.  Making  a  proper  charge  for  operating  expenses  against  the 
leased  lines?     A.  Yes,  sir. 

Q.  Now,  referring  to  Exhibit  58  for  identification,  what  does 
that  show  as  the  profit  to  the  American  Telephone  and  Telegraph 
Company  on  intra  and  interstate  business  ?  A.  That  is  exclusive 
of  leased  wires  ? 

Q.  Exclusive  of  leased  wires?    A.  8.41  per  cent. 

Q.  That  shows  a  profit?     A.  Yes,  sir. 

Q.  Then  this  statement  that  I  have  must  be  in  error,  as  the 
one  that  I  have  shows  a  loss  of  8.41  per  cent.  A.  That  loss  refers 
to  the  twenty-two. 

Q.  Exhibit  58  should  be  corrected  by  striking  out  the  word 
"  lo3s  "  after  the  figures  8.41  per  cent,  in  the  leased  lines  ?  A. 
Well,  I  would  put  them  in  parenthesis.  I  would  put  them  as 
applying  to  the  second  column. 

Q.  Is  the  8.41  per  cent,  a  profit?     A.  Yes,  sir. 

Q.  And  the  22.47  per  cent,  that  is  put  down  as  a  profit  to  the 
New  York  Telephone  Company  for  that  year  ?    A.  That  is  a  loss. 

Q.  On  its  intra  and  interstate  business  is  a  loss  ?    A.  Yes,  sir. 

Q.  Then  Exhibit  58  is  not  correct  ?  A.  It  is  correct,  except  it 
has  been  misunderstood. 

Q.  And  what  are  the  figures  at  the  end  of  that  line  on  that 
exhibit?    A.  That  is  incorrect.    That  should  be  a  loss. 

Q.  Then  it  is  incorrect?     A.  Yes,  in  that  respect  it  is. 

Q.  And  the  word  profit.     A.  Should  read  loss. 
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Q.  Preceding  the  figures  63.5  per  cent,  should  be  loss?    A.  Yes. 

Q.  In  figuring  that  loss  to  the  New  York  Telephone  Company 
what  did  you  take  as  the  basis  ?  A.  I  took  the  plant  which  was 
used  in  this  territory  to  handle  long  distance  business. 

Q.  Well,  that  is  the  entire  plant  of  the  company,  isn't  it?  A. 
No,  only  that  portion  which  applied  to  the  long  distance  feature 
of  the  business. 

Q.  Isn't  their  long  distance  business  handled  over  every  line 
of  the  company?  A.  Yes,  but  they  have  other  plants  in  this 
territory  besides  the  long  distance  plant. 

Q.  Don't  you  get  long  distance  calls  from  time  to  time  over 
practically  every  telephone  that  is  installed  in  the  New  York  terri- 
tory? A.  Yes,  sir,  and  the  use  of  that  plant  is  in  those  figures. 
Its  value  was  arrived  at  by  a  time  study  of  the  entire  New  York 
plant  and  the  entire  long  distance  business  as  applied  to  their 
total  business. 

Q.  Have  you  anything  which  explains  that  fully  —  how  that 
was  arrived  at?    A.  No;  they  furnished  those  figures  to  me. 

Q.  You  don't  know  how  it  was  arrived  at  ?  A.  Except  in  that 
way. 

Q.  Except  that  somebody  estimated  that  so  much  of  the  entire 
plant,  including  subscribers'  lines  and  extension  lines  and  cir- 
cuits was  included.    A.  Based  on  the  time  elements  employed. 

Q.  In  the  total  here,  and  from  that  you  figure  that  they  were 
losing  money  ?    A.  Yes,  sir. 

Q.  On  their  long  distance  business?    A.  Yes,  sir. 

Q.  Is  the  American  Telephone  and  Telegraph  Company  losing 
money  on  that  same  business?  A.  Outside  of  the  thirty-three 
mile  limit? 

Q.  No,  inside  of  the  thirty-three  mile  limit?  A.  We  have  no 
business  inside  of  the  thirtv-three  mile  limit. 

Q.  Well,  you  have  an  interest  in  it?  A.  It  is  the  New  York 
proportion  of  that  business. 

Q.  Why  does  the  New  York  Telephone  Company  continue  to 
do  this  business  at  a  loss  of  22  per  cent  ?  A.  You  see  that  is  for 
them  to  answer.     I  can't  tell. 

Q.  Well,  you  own  them.  Why  do  you  permit  the  company  that 
you  own  to  go  on  and  do  this  business  at  a  loss  of  22  per  cent. 
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every  year?  A.  Well,  there  are  features  of  the  business  that 
necessarily  won't  be  a  profit  as  a  part  of  the  whole. 

Q.  That  is,  you  can  take  practically  any  branch  of  the  business 
of  the  New  York  Telephone  Company  and  by  adopting  a  proper 
basis  you  could  figure  out  a  loss  on  that  branch  of  the  business; 
that  is,  you  arbitrarily  determine  the  basis  on  which  you  would 
calculate  ?     A.  Well,  not  necessarily. 

Q.  Well,  you  could,  couldn't  you?  A.  It  would  depend  en- 
tirely — 

Q.  Being  a  good  comptroller  ?  A.  It  would  depend  entirely  on 
the  basis  of  my  calculation. 

Q.  That  is  the  point  exactly.  If  you  can  arbitrarily  fix  the 
basis  of  calculation  you  can  show  a  loss  in  any  branch  of  the 
business?    A.  Why,  surely. 

Q.  And  by  that  same  token  you  can  show  that  the  whole  busi- 
ness was  run  at  a  loss  —  every  branch  was  run  at  a  loss,  isn't  that 
true?  A.  No,  not  if  in  the  total  you  were  making  money  you 
couldn't.  You  would  be  bound  to  strike  some  branch  of  the  busi- 
ness that  made  some  money. 

Q.  Well,  what  branch  of  the  business  of  the  New  York  Tele- 
phone Company  is  making  money?  A.  I  am  not  familiar  with 
their  accounts. 

Q.  Do  you  think  any  branch  is  making  money?  A.  I  have 
always  understood  it  was  a  money  making  concern. 

Q.  You  handle  the  money  received  from  that  company,  don't 
you  —  that  is,  the  accounts  come  through  your  department?  A. 
No,  sir. 

Q.  Not  at  all  ?    A.  No,  sir. 

Q.  You  have  nothing  except  the  tolls?    A.  That  is  all. 

Q.  Who  collects  the  tolls  in  this  territory  —  the  long  distance 
tolls  ?    A.  The  New  York  Telephone  Company. 

Q.  Are  they  turned  over  to  you?     A.  Yes. 

Q.  How  much  do  you  receive  a  year  from  tolls  from  the  New 
York  Company?  How  much  did  you  receive  in  1908?  A.  I 
don't  know;  I  haven't  got  that.  That  would  depend  entirely  on 
what  they  originated  in  this  territory. 

Q.  That  is  everything  they  originated?    A.  Yes,  sir. 

Q.  Is  there  any  money  paid  out  by  the  A.  T.  &  T.  Co.  on  your 
check  or  warrant?    A.  To  whom? 


No.  380  969 

Q.  To  anyone?  A.  Why,  yes,  we  have  our  own  disbursements 
to  make. 

Q.  That  is  are  you  a  disbursing  oflScer  ?  Do  you  sign  or  counter- 
sign checks  ?    A.  No,  sir. 

Q.  Who  does  that?    A.  The  treasurer. 

Q.  Where  is  he  located  ?  A.  The  assistant  treasurer  is  in  New 
York. 

Q.  Does  the  assistant  treasurer  pay  out  those  sums  that  are 
charged  against  the  New  York  Telephone  Company  ?    A.  Yes,  sir. 

Q.  Out  of  your  general  funds?    A.  Yes,  sir. 

Q.  Well,  first  the  New  York  Telephone  Company  collects  all 
of  the  tolls?    A.  Yes. 

Q.  That  is,  for  the  business  in  their  territory  for  long  distance 
business?  A.  Well,  no,  there  may  be  some  business  they  don't 
collect  for. 

Q.  Mostly  they  do?     A.  Yes. 

Q.  You  have  no  office  here  for  collecting?  A.  W^e  have  some 
special  terminals  which  we  collect  for. 

Q.  What  are  they?  A.  Extra  terminals  in  connection  with 
leased  wire  service;  but  that  is  a  small  feature  of  the  business. 

Q.  It  doesn't  amount  to  very  much  ?    A.  No. 

Q.  But  the  gross  originating  business  in  the  territory  is  $1,656,- 
387.35?  A.  I  think  it  would  be  that  much;  I  haven't  got  the 
figures  at  hand. 

Q.  Well,  assume  that  that  is  correct,  that  is  collected  by  the 
New  York  Telephone  Company  ?    A.  Yes,  sir. 

Q.  They  turn  it  over  to  you  ?    A.  Yes,  sir. 

Q.  With  a  statement  of  it?     A.  We  bill  them  for  it. 

<J.  Don't  they  turn  it  over  to  you?    A.  Yes. 

Q.  You  get  the  money  from  them?     A.  Yes,  sir. 

Q.  Then  what  do  you  do  with  it  ?    A.  The  money  ? 

Q.  Yes;  where  do  you  put  it?     A.  It  goes  into  our  treasury. 

Q.  Then  out  of  that  you  pay  those  operating  expenses  that  we 
have  been  talking  about?    A.  Yes,  sir. 

Q.  And  then  what  is  left  you  pay  back  to  them  ?  A.  In  effect 
we  do. 

Q.  Well,  do -you  in  fact?    A.  No,  in  fact  we  don't. 

Q.  In  fact  what  do  you  do?  A.  In  fact  we  do  this;  the  New 
York  Company,  receives,  we  will  say,  a  million  and  a  half  of 
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dollars.  They  are  entitled  as  a  pro  rate  of  their  business  affect- 
ing this  territory  to  $926,000.  They  must  reimburse  us  $455,000 
for  expenses,  which  would  leave  $470,000  which  they  would  re- 
tain out  of  the  million  and  a  half  and  pay  us  the  million ;  so  it  is 
precisely  the  same  as  though  they  paid  us  the  whole  million  and 
a  half,  and  we  paid  them  $926,000  and  they  refunded  us  $455,000. 

By  Vice  Chairman  Mereitt: 

Q.  Does  the  gross  amount  of  the  million  and  a  half  appear 
anywhere  as  part  of  the  gross  receipts  of  the  company  ?  A.  The 
New  York  Telephone  Company? 

Q.  Yes.  A.  No,  that  is  not  part  of  their  gross  receipts.  They 
owe  that  to  us  and  their  gross  receipts  should  be  the  $926,000 
which  they  get  from  us. 

Q.  That  is  the  way  you  do  it?    A.  Yes. 

Mr.  Page:     Shall  we  take  a  recess  at  this  time? 

Vice  Chairman  Merritt:  We  will  take  a  recess  until  2:15 
this  afternoon. 

Recess  until  2 :15  p.  m. 


AFTER  RECESS. 
By  Mr.  Page: 

Q.  Mr.  Moister,  do  you  know  whether  or  not  the  American 
Telephone  and  Telegraph  Company  make  a  report  to  the  State 
Board  of  Tax  Conmaissioners  ?    A.  I  think  they  do. 

Q.  Do  you  know  whether  or  not  they  make  a  report  to  the 
State  Board  of  Tax  Commissioners  on  what  is  known  to  that 
board  as  Form  A.  ?    A.  No,  I  do  not. 

Q.  Who  has  charge  of  making  the  reports  to  the  State  board? 
A.  The  tax  reports? 

Q.  Yes.    A.  Mr.  Holcomb,  tax  attorney. 

Q.  Where  is  he?    A.  He  is  in  New  York. 

Q.  Could  you  get  him  here  this  afternoon?    A.  Yes,  sir. 

Q.  Either  this  afternoon  or  tomorrow?    A.  Yes,  sir. 

Q.  The  reason  for  asking  is  that  the  State  Board  of  Tax  Com- 
missioners, or  some  member  of  that  board,  has  stated  that  the 
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American  Telephone  and  Telegraph  Company  make  a  report  of 
their  tangible  property  inside  of  the  State,  but  make  no  report  of 
what  is  known  as  Form  A.,  which  shows  the  name  of  the  Company, 
and  the  time  of  the  organization  of  it,  statement  of  its  franchises, 
names  and  addresses  of  the  officers,  a  schedule  showing  the  capital 
stock  issued,  the  rate  of  dividends,  the  amount  paid,  the  amount 
of  the  funded  debt  and  the  date  of  issue,  time  it  is  due,  statement 
of  the  capital  stock,  bonds  and  other  securities  of  other  persons, 
companies  or  corporations  owned  by  it ;  schedule  showing  the  pur- 
pose for  which  the  securities  were  issued,  and  a  detail  classifica- 
tion of  operating  revenues,  and  a  detail  classification  of  operating 
expenses,  and  a  balance  sheet  of  the  company ;  also  a  statement  of 
operation,  showing  the  income  accoimt;  all  those  things  are  in- 
cluded in  Form  A  of  the  report  to  the  Tax  Commissioners.  Do 
you  know  if  such  a  report  is  made  by  your  company  ?  A.  I  don't 
know  it  by  that  name,  but  some  of  those  items  seem  familiar 
to  me. 

Q.  I  will  show  you  a  copy  of  Form  A  of  the  report  of  the  New 
York  Telephone  Company,  and  see  if  you  can  identify  it  ?  A.  No, 
I  have  never  seen  it. 

Q.  You  never  have  seen  a  report  like  that  for  the  American 
Telephone  and  Telegraph  Company?    A.  No,  sir. 

Q.  If  they  made  such  a  report  it  would  probably  come  to  your 
attention  ?  A.  I  might  not  see  that  report ;  I  might  furnish  some 
of  the  data  that  is  in  the  report. 

Q.  Who  would  know  positively  whether  or  not  the  company 
makes  such  a  report?  A.  I  should  think  Mr.  Holcomb  would 
know. 

Q.  Mr.  Holcomb  would  know?    A.  Yes,  sir. 

Q.  Will  you  have  him  come  in  before  the  committee  and  testify 
in  regard  to  that  ?    A.  Tomorrow  ? 

Q.   Yes,  I  think  so.     A.  All  right. 

Q.  Tomorrow,  or  to-day  if  we  get  to  it;  can  he  be  gotten  on 
the  telephone?     A.  I  think  so. 

Q.  Who  has  charge  of  making  of  rates  for  the  American  Tele- 
phone and  Telegraph  Company?  A.  That  is  imder  my  jurisdic- 
tion. 

Q.   That  is  in  your  jurisdiction  ?    A.  Yes,  sir. 
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Q.  How  are  those  rates  determined  ?  A.  That  is,  I  have  charge 
of  the  department  which  make  the  rates  and  publish  them,  com- 
pile them  and  publish  them  and  keep  them  in  order. 

By  Vice  Chairman  Mebbitt: 

Q.  Do  you  determine  them?     A.  No. 

Q.  They  come  to  you  from  some  other  source  ?    A.  Yes. 

By  Mr.  Page: 

Q.  They  are  based  on  the  mileage  in  each  case?  A.  The  toll 
rates,  you  mean  ? 

Q.  The  long  distance  toll  rates?  A.  Yes;  there  was  a  con- 
ference held  about  twelve  years  ago,  perhaps  longer  than  that,  of 
telephone  officials,  in  which  they  arrived  at  a  uniform  schedule 
for  making  toll  rates,  based  on  the  shortest  railroad  mileage,  fol- 
lowing the  general  direction  of  the  line. 

Q.  That  is  between  any  given  points?  A.  Yes,  sir. 

Q.  Is  that  general  rate  varied  in  any  instance  to  meet  competi- 
tion? A.  Oh,  yes;  we  have  a  great  many  special  rates  to  meet 
competition. 

Q.  Plow  many  special  rates  do  you  imagine  you  have  in  the 
State  of  New  York?  A.  I  don't  know;  there  might  be  fifty; 
there  is  a  list  of  them  in  the  exhibit  there. 

Q.  1  suppose  yon  are  familiar  with  the  rates  as  shown  in 
Schedule  A  that  is  made  a  part  of  the  report  of  the  company? 
A.  Yes,  sir. 

Q.  I  expect  you  could  find  a  given  rate  in  here  much  quicker 
than  I  could;  suppose  you  look  at  that  and  tell  what  the  rate  is 
from  Buffalo  to  Rochester  ?  A.  Buffalo  to  Rochester  is  local  busi- 
ness; that  is  not  our  business. 

Q.  Whose  business  is  that?  A.  That  is  the  business  of  the 
New  York  Telephone  Company ;  originally  the  Bell  of  Buffalo. 

Q.  And  successor  to  the  Bell  of  Buffalo?    A.  Yes,  sir. 

Q.  What  is  the  rate  from  Rochester  to  Syracuse?  A.  This  is 
the  Rochester  square  sheet  with  the  points  that  check  Rochester; 
you  want  to  find  the  rate  to  Syracuse,  if  it  is  long  distance  busi- 
ness? 
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Q.  From  Rochester  to  Syracuse  is  long  distance  business,  isn't 
it?  A.  I  think  it  quite  likely,  but  I  will  tell  you  in  a  minute. 
Syracuse  is  square  338 ;  the  rate  is  50  cents. 

Q.  What  is  the  distance,  do  you  know  ?    A.  No,  sir. 

Q.  What  is  the  rate  from  Syracuse  to  Albany?    A.  75  cents. 

Q.  From  Syracuse  to  Albany  ?    A.  Yes,  sir. 

Q.  Do  you  know  what  the  distance  is?  A.  No,  sir.  It  is  in 
the  neighborhood  of  — 

Q.  148  miles  ?    A.  I  was  going  to  say  140. 

Q.  And  the  distance  from  Rochester  to  Syracuse  is  80  miles? 
A.  That  would  make  it  about  50  cents,  that  is  right. 

Q.  What  is  the  rate  from  Rochester  to  New  York?    A.  $2. 

Q.  What  is  the  rate  from  Syracuse  to  New  York?    A.  $1.50. 

Q.  That  is  the  Rochester  rate  less  the  rate  from  Rochester  to 
Syracuse  ?    A.  Yes,  that  is  what  it  would  be. 

Q.  What  is  the  rate  from  Albany  to  New  York  ?    A.  $1.25. 

Q.  From  Albany  to  New  York  $1.25  ?    A.  Yes,  sir. 

Q.  Now,  on  many  of  the  rate  sheets  there  appears  what  is  known 
as  special  rates,  from  Johnstown  only  to  Little  Falls  only?  A^ 
Yes,  sir. 

Q.  Twenty-five  cents  for  three  minutes,  each  additional  minute^ 
five  cents ;  why  is  that  ?  A.  That  is  a  special  rate  to  meet  opposi- 
tion. 

Q.  That  is,  to  meet  competition  ?    A.  Yes,  sir. 

Q.  What  would  the  natural  rate  be  there  if  there  was  no  com- 
petition?    A.  Johnstown  to  Little  Falls.     What  county  is  that?' 

Q.  Johnstown  is  Fulton  county,  I  think. 

Mr.  Page  :     Isn't  it,  Mr.  Chairman  ? 

Vice  Chairman  Mekritt:  Johnstown  is  in  Fulton  county, 
yes. 

Q.  Fulton  county?     A.  To  Little  Falls,  did  you  say? 
Q.  Yes.     A.  Thirty  cents. 

Q.  And  the  rate  for  the  additional  minute  ?    A.  Ten  cents. 
Q.  And  the  special  rate  is  five  cents?     A.   Twenty-five  and 
five. 

Q.  What  is  the  meaning  of  this  special  rate,  square  2466, 
Avoca  exchange  and  check  station,  first  three  minutes,  thirty 
cents,  each  additional  minute  ten  cents  ?    A.  Now,  in  2466  — 
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Q.  What  would  be  the  natural  rate  there  t    A.  Thirty  and  ten. 

Q.  Why  is  there  a  special  rate  the  same  as  the  regular  rate; 
what  is  there  special  about  that  rate?  A.  I  am  just  looking; 
2466  is  Rochester,  and  that  takes  in  all  these  points. 

Q.  Well,  what  would  be  the  regular  rate  ?  A.  I  was  going  to 
see  how  that  stood.    Thirty  cents.     That  looks  like  an  error. 

Q.  That  is  2466 ;  you  were  looking  at  2440.  A.  I  was  looking 
for  the  rate ;  Avoca  is  2440. 

Q.  You  have  a  special  rate  from  square  2466  to  Cohocton  and 
check  station,  first  three  minutes  twenty-five  cents,  each  additional 
minute  five  cents;  what  is  the  regular  rate  between  those  pointa? 
A.  Thirty  and  ten. 

Q.  Are  the  special  rates  based  on  that  percentage  in  each  case? 
A.  That  relative  reduction  ? 

Q.  Yes.    A.  No,  sir. 

Q.  On  what  are  they  based?  A.  Usually  to  meet  the  com- 
petitive rates. 

Q.  Here  is  "  Syracuse  only  to  Arnold  only,  first  three  minutes 
sixty-five  cents,  each  additional  minute  twenty  cents."  What  is 
the  regular  rate  ?    A.  Ninety  and  thirty. 

Q.  That  is  a  reduction  of  what  per  cent,  for  the  first  three 
minutes?    A.  In  the  neighborhood  of  26  or  27  per  cent. 

Q.  And  how  much  for  each  additional  minute?  A.  Thirty- 
three  and  one-third  per  cent. 

Q.  And  in  some  cases  you  have  reduced  to  meet  competition 
from  thirty  to  twenty-five  for  the  first  three  minutes;  that  is 
what  percentage  ?    A.  That  is  about  16  2/3  per  cent. 

Q.  And  on  the  same  toll  charges  —  that  is,  between  the  same 
points  —  you  have  reduced  the  charge  for  the  additional  time  50 
per  cent.  ?    A.  Yes. 

Q.  Why  is  that  ?    A.  In  order  to  make  the  multiple  of  five. 

Q.  That  is,  if  any  one  talks  in  excess  of  three  minutes  yon 
give  them  a  higher  rate  of  reduction  than  you  do  for  the  average 
call  ?    A.  Yea,  sir ;  in  order  to  meet  competition. 

Q.  Also  it  looks  more  attractive,  but  does  not  affect  the  income 
80  much?  A.  No;  although  the  average  call  is  four  minntes  and 
a  quarter. 

Q.  Four  and  a  quarter  ?    A.  Yes,  sir. 
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Q.  What  is  the  greatest  reduction  from  the  regular  rate  which 
you  have  made  as  a  special  rate  to  meet  competition?  A.  We 
reduced  the  rate  between  Duluth  and  St.  Paul  from  seventy-five 
to  forty  cents- 

Q.  No;  within  the  State  of  New  York,  I  mean?  A.  Oh, 
within  the  State  of  New  York ;  I  cannot  call  to  mind  any  specific 
case. 

Q.  Are  these  special  rates  ever  the  result  of  an  agreement 
between  yourselves  and  the  companies  that  are  in  opposition  to 
you?     A.  No,  sir. 

Q.  How  do  you  determine  them?  A.  We  get  a  report  —  we 
get  complaints,  rather,  that  our  rates  are  in  excess  of  theirs,  and 
that  is  investigated;  and  if  it  is  proven  true  we  meet  their  rate. 

Q.  Do  you  ever  go  below  their  rate  ?    A.  Occasionally. 

Q.  Does  that  ever  result  in  an  increase  of  your  business?  A. 
Not  a  marked  increase. 

Q.  Does  the  reduction  of  your  rate  to  meet  theirs  ever  result 
in  an  increase  of  your  business  —  that  is,  an  increase  in  the  num- 
ber of  calls  ?    A.  In  some  cases. 

Q.  How  about  the  returns,  does  it  result  in  an  increase  of  the 
returns?  A.  The  returns  do  not  result  in  an  increase,  at  least 
immediate. 

Q.  Does  it  in  time  ?    A.  In  some  cases  it  does. 

Q.  The  reduced  rate  results  in  an  increase  of  income?  A.  It 
does  in  some  instances. 

Q.  Now,  if  the  rate  from  Syracuse  to  Albany  is  seventy-five 
cents,  148  miles,  the  rate  from  Syracuse  to  New  York  is  $1.50, 
which  is  290  miles,  why  should  the  rate  from  Albany  to  New 
York  be  $1.25,  which  is  only  143  miles  ?  A.  Well,  without  see- 
ing the  specific  mileage,  it  is  probably  caused  by  the  multiple  of 
twenty-five. 

Q.  The  multiple  of  what?  A.  The  multiple  of  our  rates  to 
mileage. 

Q.  Just  explain  that,  if  you  will  ?  A.  You  have  a  schedule 
there ;  may  I  look  at  your  exhibit  ? 

Q.  Is  that  the  exhibit  you  mean?  A.  Yes;  130  to  137  miles 
is  seventy-five  cents;  113  miles  to  one  mile  further  would  be 
fifteen  cents  more;  and  you  will  find  when  you  get  down  here  it 
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makes  a  difference  of  fifty  cents;  188  miles  to  237  miles  is  $1.26; 
one  mile  further  would  make  an  increase  of  twenty-five  cents  in 
the  rate.    Now,  that  may  be  true  in  the  case  you  cite. 

Q.  According  to  that,  then,  the  rate  from  Syracuse  to  Albany^ 
being  between  138  and  162  miles,  should  be  ninety  cents  instead 
of  seventy-five  cents  ?  A.  There  is  a  reason,  then,  for  that  excep- 
tion to  the  rule;  there  are  exceptions. 

Q.  How  do  you  identify  the  exception?  A.  As  I  said,  the 
rate  mileage  follows  the  general  direction  of  the  line.  Now,  if 
the  railroad  went  two  sides  of  a  triangle  and  the  line  went  the 
other  side  of  the  triangle,  we  would  not  take  the  railroad  mileage. 
If  the  reverse  were  true  we  would  not  take  it;  we  would  use  an 
arbitrary  figure  —  an  average. 

Q.  The  line  from  Syracuse  to  Albany  runs  east  to  Albany  and 
then  down  the  Hudson  river,  doesn't  it,  practically  paralleling  the 
railroad  ?  A.  I  don't  think  that  is  so  in  that  case :  I  could  tell  if 
I  saw  the  computations. 

Q.  The  distance  from  Syracuse  to  New  York  is  between  the 
288  and  the  312;  that  would  make  a  rate  of  $1.75;  that  has  a 
rate  of  $1.50;  how  do  you  explain  that?  A.  Except  that  we  use 
a  different  mileage  than  quoted  here;  that  is  the  only  explana- 
tion. 

Q.  What  is  your  basis  for  mileage  ?  A.  Rand-McNally's  rail- 
road map. 

Q.  Following  the  railroad,  taking  the  railroad  mileage?  A. 
Tes,  sir. 

Q.  The  railroad  mileage  from  Syracuse  to  New  York  is  290 
miles ;  I  speak  advisedly  concerning  that  —  is  there  a  special 
rate  from  Syracuse  to  New  York  ?    A.  There  would  appear  to  be* 

Q.  You  find  it  on  the  regular  rate  list,  don't  you?  A.  Yes, 
sir. 

Q.  Then  it  is  not  special,  is  it?  A.  It  may  not  be  strictly  in 
accordance  with  the  rules;  I  say  there  are  exceptions,  but  what 
we  call  special  rates  is  where  we  have  reduced  them  to  meet 
competition. 

Q.  Here  is  your  rate  for  a  distance  between  138  and  162  miles, 
which  is  ninety  cents.  Well,  in  one  direction  from  Albany  your 
rate  for  that  distance  is  seventy-five  cents,  and  in  the  other  direc- 
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tion  from  Albany  it  is  $1.25 ;  66  per  cent.  more.  Why  is  that  ? 
A.  How  do  you  mean,  the  other  direction  from  Albany  ? 

Q.  You  go  from  Albany  to  Syracuse ;  it  is  seventy-five  cents 
for  148  miles;  and  you  go  from  Albany  to  New  York,  which  is 
several  miles  less,  a  distance  of  143  miles,  and  the  rate  is  $1.25 ; 
an  increase  of  66  per  cent.  Why  is  it  ?  It  does  not  seem  to  be  a 
special  rate.  A.  I  cannot  explain  it;  I  would  have  to  look  into 
that. 

Q.  Can  anybody  explain  it  ?    A.  I  don't  know. 

Q.  Is  it  possibly  because  you  have  more  business  between 
Albany  and  New  York?    A.  I  don't  think  so. 

Q.  Is  it  possibly  because  you  have  the  exclusive  business  in 
New  York  and  there  is  no  chance  for  competition  ?    A.  No,  sir. 

Q.  You  don't  think  that  has  anything  to  do  with  it?  A.  No, 
sir ;  we  never  consider  that. 

Mr.  Page:  Then  that  is  one  of  the  things  the  Committee  will 
never  find  out,  I  suppose. 

The  Witness  :  I  shall  look  into  it  to  see  whether  it  is  a  special 
rate  or  not 

Q.  When  will  you  know  if  it  is  a  special  rate  ?  A.  This  after- 
noon. 

Q.  In  settling  your  accounts  prior  to  the  merger,  you  settle 
accounts  with  the  Bell  of  Buffalo,  for  instance,  on  what  basis  — 
that  is,  in  allowing  to  the  Bell  of  Buffalo  a  commission  on  long- 
distance business?  A.  We  give  them  a  commission  of  15  per  cent, 
not  to  exceed  ten  cents  on  each  connection  —  on  each  cash  con- 
nection. 

Q.  And  you  call  every  cash  connection  originating  business? 
A.  Yes,  sir. 

Q.  So  that  they  get  their  commission  on  every  dollar  that  they 
take  in  at  their  exchange  ?    A.  Yes,  sir. 

Q.  Whether  it  was  incoming  or  outgoing  ?    A.  Yes,  sir. 

Q.  Simply  the  cash  business,  and  you  consider  that  originat- 
ing business  ?    A.  Yes,  sir. 

Q.  On  what  basis  do  you  settle  with  the  Central  New  York 
Telephone  and  Telegraph  Company  ?    A.  On  the  same  basis. 

Q.  And  on  what  basis  did  you  settle  with  the  Hudson  Eiver 
Telephone  Company?    A.  The  same  basis. 
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Q.  On  what  basis  did  you  settle  with  the  Empire  State  Tele- 
phone Company  ?    A.  The  same  basis. 

Q.  And  at  the  same  rate  ?    A.  The  same  rate. 

Q.  And  on  what  basis  did  you  settle  with  the  New  York  and 
Pennsylvania  Company?    A.  The  same. 

Q.  And  at  the  same  rate  ?  A.  Fifteen  per  cent.,  not  to  exceed 
ten  cents. 

Q.  Fifteen  per  cent,  and  not  to  exceed  ten  cents  on  any  one 
message  ?    A.  Yes,  sir. 

Q.  So  that  in  settling  with  each  of  these  companies  you  used 
as  the  basis  the  total  receipts  of  their  territory  for  long-distance 
business  ?    A.  Yes,  sir. 

Q.  Why  not  settle  with  the  State  of  New  York  on  the  same 
basis?  A.  That  is  beyond  me,  sir.  There  is  a  special  contract 
and  a  special  license  for  the  New  York  territory. 

Q.  You  consider  it  a  special  contract  between  the  company 
and  the  State  of  New  York  in  regard  to  gross  receipts?  A.  I 
don't  understand  you. 

Q.  For  instance,  why  don't  you  report  to  the  Comptroller  as 
your  gross  income  all  of  the  receipts  in  the  State  of  New  York, 
settling  with  the  State  of  New  York  on  the  same  basis  as  you 
settle  with  the  other  companies  within  the  State?  A.  For  the 
reason  that  a  large  element  of  that  is  intrastate  business,  in  which 
the  State  of  New  York  is  not  interested. 

Q.  That  is  gross  income  in  the  State  of  New  York,  isn't  it? 
A.  I  believe  not. 

Q.  Why  not?  A.  I  am  not  a  lawyer;  I  have  always  unde^ 
stood  — 

Q.  Well,  as  a  matter  of  ordinary  horse  sense,  say  why  isn't 
it,  if  a  message  originates  in  Syracuse  and  goes  to  Boston,  half 
of  that  message  is  over  lines  in  the  State  of  New  York  ?    A.  Yes. 

Q.  The  other  half  is  in  the  lines  of  Massachusetts  ?    A.  Yes. 

Q.  Isn't  that  gross  receipts  in  the  State  of  New  York  for  at 
least  half  of  that  message  ?    A.  That  is  interstate  earnings. 

Q.  It  is  gross  receipts,  isn't  it?  A.  I  presume  it  might  be  so 
considered,  yes. 

Q.  Yon  do  not  understand  that  the  State  of  New  York  taxa- 
tion on  gross  receipts  except  from  the  operation  of  that  statute 
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interstate  business,  do  you  ?  A.  Let  me  see  if  I  understand  your 
question. 

Q.   (Repeated  by  the  stenographer.)     A.  I  -don't  know. 

Q.  There  is  as  much  business  originating  outside  of  the  State 
of  New  York  and  coming  in  here,  on  which  you  received 
nothing  within  the  State  of  New  York,  as  there  is  originating 
within  the  State  and  going  outside,  on  which  you  get  all  of  your 
receipts  in  the  State  of  New  York,  isn't  there  ?  A.  That  might  be 
true. 

Q.  That  is,  one  balances  the  other?  A.  As  a  general  proposi- 
tion, I  think  that  is  right. 

Q.  So  that  it  would  be  a  fair  analysis  of  the  situation  to  say 
that  there  was  earned  within  the  State  of  New  York  all  of  the 
monevs  taken  in  within  the  State  of  New  York  ?  A.  No,  I  don't 
think  that  is  right. 

Q.  Well,  to  what  extent  is  it  wrong,  and  in  what  particular? 
A.  Well,  take  the  business  between  New  York  and  Philadelphia; 
that  is  very  heavy  business;  there  is  scarcely  any  mileage  in  this 
State  going  or  coming. 

Q.  It  is  not  a  question  of  mileage,  is  it ;  it  is  a  question  of  in- 
vestment as  well  as  mileage?  A.  It  is  a  question  of  investment 
sometimes. 

Q.  How  does  the  investment  compare  in  New  York  with  that 
outside  ?  A.  The  investment  in  that  instance  in  New  York  would 
be  considerably  less  than  it  would  be  outside;  for  instance,  from 
New  York  to  Chicago,  from  New  York  to  St.  Louis. 

Q.  But,  on  the  other  hand,  there  are  a  great  many  messages 
originating  in  those  districts  coming  in  here  for  which  New  York 
would  get  no  credit?  A.  Yes,  but  the  question  was,  would  it 
balance. 

Q.  Isn't  it  a  fact  that  one  would  about  offset  the  other?  A. 
I  wouldn't  know  without  making  a  calculation  of  it. 

Q.  Is  there  any  one  connected  ^vith  your  company  that  could 
answer  that  question?     A.  No,  sir. 

Q.  It  is  unanswerable  ?    A.  Without  making  a  computation. 

Q.  How  long  would  that  take  ?    A.  That  is  a  very  intricate  job. 

Q.  It  would  take  a  long  time,  I  suppose?  A.  Yes,  it  would 
take  quite  a  while. 
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Mr.  Page  :   I  think  that  is  all. 

Vice-Chairman  Merritt  :   I  would  like  to  ask  a  question. 

By  Vice-Chairman  Merritt: 

Q.  I  understood  you  to  testify  that  a  commission  was  allowed 
to  companies  like  the  ones  in  Buffalo  and  Syracuse  and  Rochester 
for  handling  the  business  on  a  percentage  on  each  message;  was 
I  correct  in  that  ?    A.  Yes,  sir. 

Q.  Has  there  been  any  change  in  that  system  since  you  accu- 
mulated those  companies?    A.  In  the  commission? 

Q.  Yes.  A.  There  has  been  a  general  change  throughout  the 
entire  country,  an  increase  in  that  commission  since  then;  we  art 
now  allowing  15  per  cent.,  not  to  exceed  twenty  cents  a  message, 
all  over  the  United  States. 

Q.  It  does  not  make  any  difference;  I  did  not  know  but  what 
it  made  a  difference  after  the  large  company  absorbed  these  sepa- 
rate companies  in  fact  in  their  charges?  A.  Xo;  the  identity 
of  the  original  territories  are  maintained. 

Q.  Although  the  companies  themselves  are  practically  out  ot 
existence?  A.  Yes.  We  know  the  Buffalo  now  as  the  Buffalo 
division,  and  the  Central  New  York  territory  and  the  Empire 
State  territory  we  know  as  the  Central  division. 

Q.  Isn't  it  a  fact  that  the  consolidation  results  in  a  reduction 
of  the  cost  of  doing  the  business  as  a  whole?  A.  I  do  not  know 
whether  that  has  been  manifested  yet  or  not;  I  think  it  is  hoped 
to  do  so. 

Q.  Well,  suppose  that  should  turn  out  to  be  the  case  —  you 
probably  have  good  grounds  for  your  hope  —  woidd  the  public 
get  any  share  of  that  reduction  —  the  customers  ?  A.  I  am  not 
prepared  to  answer  that. 

Q.  You  spoke  of  special  contracts  by  which  the  leased  lines  — 
you  leased  lines  to  private  individuals  or  corporations,  and  there 
was  some  number,  possibly  fifty,  did  you  say  fifty  contracts  of  that 
sort  ?  A.  Xo ;  I  did  not  say  fifty  contracts ;  I  did  say  fifty  about 
something  else,  it  was  not  that ;  we  have  a  large  number  of  those 
contracts. 

Q.  About  how  many  of  those  contracts  are  there?  A.  Alto- 
gether ? 
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Q.  Yes,  roughly;  I  don't  care  for  the  exact  number?  A.  I 
should  think  there  were  a  couple  of  hundred. 

Q.  Are  they  all  uniform,  or  do  they  vary  or  might  they  vary  in 
each  case  ?  A.  They  vary,  depending  on  the  uses.  One  firm  may 
lease  a  line  for  an  hour  a  day;  another  for  half  a  day;  another 
for  all  day ;  another  for  the  whole  twenty-four  hours. 

Q.  For  any  business  done  during  the  operation  of  the  contract 
outside  of  the  use  of  that  particular  line,  do  they  pay  as  other 
users  do,  or  is  there  some  condition  attached?  A.  That  is  the 
regular  rates,  no  discount  and  no  commission  on  it;  that  is  termed 
excess  with  us. 

Q.  Are  those  contracts  framed  up  on  the  basis  of  the  uniform 
rate  with  a  discount,  or  is  it  a  specific  consideration  for  the  length 
of  time  that  they  have  the  right  of  use  ?  A.  You  mean  the  basis 
of  making  the  rates  ? 

Q.  Yes.  A.  I  think  they  used  the  Western  Union  schedule 
when  we  started  in. 

Q.  Do  those  sort  of  contracts  vary  as  to  the  consideration  imi- 
f ormly  as  to  the  length  of  time  they  give  service  ?  I  mean  to  say, 
you  say  that  some  of  them  would  provide  for  the  use  of  the  line 
for  an  hour  and  some  for  three  hours;  in  such  a  case  would  the 
longer  time  be  practically  three  times  the  shorter  time;  that  is, 
the  consideration  ?  A.  No,  but  the  rate  is  graded  on  what  we  call 
an  hourly  or  half -hourly  contract ;  they  are  graded. 

Q.  So  that  there  is  a  system  about  it  ?    A.  Yes,  sir. 

Q.  It  is  not  an  arbitrary  sort  of  trade  in  each  individual  case  ? 
A.  No,  sir. 

By  Mr.  Page  : 

Q.  What  is  the  rate,  say,  from  Syracuse  to  New  York  for  one 
hour  per  day  use  of  a  wire  ?    A.  I  could  not  tell  — 

Q.  That  is,  the  annual  rate  ?  A.  I  could  not  tell  without  seeing 
the  schedule  of  the  mileage. 

Q.  And  has  there  been  anything  of  that  kind  furnished  to  the 
Committee  —  a  schedule  showing  that?  A.  I  think  so;  I  don't 
know  whether  Syracuse  is  shown,  but  some  particular  point  could 
be  shown. 

Q.  That  is,  giving  the  general  mileage  basis  and  rates  for  leased 
wires  ?    A.  Yes,  sir. 
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Q.  What  is  the  ratio  between  the  one  hour  and  the  two  hour 
and  half  hour  rates  ?  A.  I  shall  have  to  answer  that  by  quoting  the 
schedule ;  the  rate  is  graded  according  to  the  value  of  the  time  that 
is  used. 

Q.  According  to  the  value  of  the  time?    A.  Yes,  sir. 

Q.  That  is,  according  to  the  hour  of  the  day  ?    A.  Yes,  exactly. 

Q.  Suppose  you  read  those  rates  off;  you  have  them  there. 
A.  From  12  to  1  in  the  morning,  $2. 

Q.  That  is  for  what  mileage  ?    A.  $2  per  mile. 

Q.  Per  hour?    A.  Yes,  sir. 

Q.  For  one  hour's  use?    A.  Yes,  sir. 

Q.  Xow  read  on,  if  you  will,  and  give  the  different  rates.  A. 
1  to  2  o'clock  is  $2 ;  2  to  3  o'clock  is  $2 ;  3  to  4  o'clock  is  $2 ;  4  to 

5  o'clock  is  $2 ;  5  to  6  o'clock  is  $2 ;  6  to  7  o'clock  is  $4 ;  7  to  8 
o'clock  is  $6 ;  8  to  9  o'clock  is  $8 ;  9  to  10  o'clock  is  $8 ;  10  to  4 
o'clock,  $48. 

Q.  $48  an  hour  ?    A.  I  am  a  little  cloudy  about  that. 
Q.  That  means  for  each  mile  for  a  year's  use  for  one  hour  a  day, 
is  that  right?    A.  Yes.     4  to  5  o'clock,  $8;  5  to  6  o'clock,  $8; 

6  to  7  o'clock,  $4 ;  7  to  8  o'clock,  $4 ;  8  to  9  o'clock,  $4 ;  9  to  10 
o'clock,  $2 ;  10  to  11  o'clock,  $2 ;  11  to  12  o'clock,  $2. 

Q.  So  that  if  anyone  leased  a  circuit,  that  is,  if  they  made  a 
contract  with  you  to  have  the  use  of  a  circuit  from  11  to  12  o'clock 
during  the  daytime,  and  the  circuit  was  300  miles  long,  they 
would  pay  how  much  for  the  use  of  it?    A,  That  would  be  $2,400. 

Q.  You  said  from  10  to  4,  $48;  is  that  for  each  hour  or  the 
whole  time  ?  A.  It  is  $48  for  the  whole  time ;  that  would  be  $8 
an  hour. 

Q.  Do  you  multiply  by  the  number  of  days  in  the  year,  or  the 
number  of  business  days  ?    A.  The  number  of  days. 

Q.  So  it  would  be  365  times  $48  ?  A.  365  times  $8 ;  there  are 
six  hours  between  10  and  4 ;  you  said  from  11  to  12 ;  that  is  only 
one  hour. 

Q.  Oh,  that  is  $8  an  hour?    A.  Yes,  sir. 

Q.  Xot  $48  an  hour?  A.  That  is  right.  Here  is  an  example 
between  Xew  York  and  Philadelphia. 

Q.  How  many  miles  is  that  ?    A.  Xinety-one  miles. 

Q.  And  what  is  the  rate?  A.  Xew  York  to  Philadelphia,  $8 
per  hour ;  that  would  be  $728  per  year. 
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Q.  The  number  of  days,  then,  has  nothing  to  do  with  it?  A. 
No,  sir. 

Q.  You  simply  multiply  the  number  of  miles  by  the  charge  per 
hour?    A.  Yes,  sir. 

Q.  Do  you  make  contracts  for  a  shorter  time  than  a  year  of  that 
character  ?    A.  Yes,  sir. 

Q.  Is  there  any  difference  in  the  rate  between  a  Contract  for  one 
year  and  a  contract  for  one  month;  is  there  any  difference  in  a 
contract  for  one  month ;  do  you  divide  it  by  one-twelfth  of  a  yearly 
contract  ?  A.  That  is  my  impression ;  my  impression  is  that  there 
is  no  difference. 

Q.  And  would  you  make  a  contract  for  one  week  at  the  same 
rate,  that  is,  at  the  same  proportionate  rate;  that  is,  would  a  300 
mile  contract  be  $200  a  month  if  it  was  $2,400  a  year  ?  A.  I  think 
that  is  right. 

Q.  And  for  one  day  it  would  be  $6.66 ;  is  that  it  ?    A.  I  think  so. 

Q.  How  would  that. compare  with  the  single  message  rate  for 
one  hour  ?    A.  This  service  is  not  a  telephone  service. 

Q.  Xot  a  telephone  service  ?    A.  It  is  a  telegraph  service. 

Q.  Entirely  telegraph?  A.  Yes;  if  it  is  a  telephone  contract 
with  what  we  call  a  Morse  privilege,  and  they  want  to  telephone, 
the  Morse  is  taken  down  and  they  are  put  up  on  the  telephone  and 
then  that  is  telephone  rates. 

Q.  That  is  the  regular  telephone  rate  the  same  for  a  yearly  con* 
tract,  on  the  same  basis  for  a  yearly  contract  as  it  would  be  for  a 
single  —    A.  Absolutely ;  on  a  message  basis. 

Q.  Absolute?    A.  Yes,  sir. 

Q.  Just  a  question ;  I  want  to  ask  you  with  regard  to  Exhibits 
56  and  57 ;  is  56  a  detail  of  57  ?    A.  Yes ;  it  is  the  same  totals. 

Q.  So  that  the  difference  between  Exhibit  56,  which  is  the 
detail,  is  the  instrument  rental  of  $9,887.51  in  the  Exhibit  57? 
A.  Yes,  sir. 

Q.  There  is  a  very  slight  difference  in  the  fifty  thousands ;  the 
item  of  general  expense,  $50,307.81,  and  in  Exhibit  56,  the  detail 
statement  shows  that  as  $50,329.47.  What  is  that?  Is  that  an 
error  in  footing?  A.  I  don't  know;  I  could  not  say  which  is 
correct. 

Q.  You  are  unable  to  say  which  of  those  figures  is  correct? 
A.  Just  wait  a  minute.  $50,329.47  is  right. 
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Q.  Then  the  figures  in  Exhibit  56  are  the  correct  figures? 
A.  Yes,  sir. 

Q.  What  is  that  you  had  in  your  hand  ?  A.  It  is  just  a  sum- 
mary. 

Q.  The  same  as  this  thing  ?  A.  Part  of  it ;  yes,  sir ;  these  two 
columns  here  are  that  same  thing. 

Q.  What  is  this  ?    A.  That  is  for  another  year. 

Q.  1907  ?    A.  Yes,  sir. 

Q.  In  six  months  periods?  A.  Yes;  we  settle  for  three  year 
periods  at  one  time. 

Q.  Have  you  a  duplicate  of  that?    A.  I  can  send  you  one. 

Q.  You  have  a  duplicate,  then,  at  your  oflSce?  A.  I  think 
quite  likely. 

Q.  Suppose  you  have  that  marked  for  identification,  then,  and 
I  will  ask  you  what  it  is  so  as  to  identify  it ;  that  shows  the  basis 
of  settlement  ?    A.  You  want  me  to  leave  that  ? 

Q.  Yes,  if  you  will.  I  suppose  you  have  duplicates  at  your 
office  ?    A.  Yes,  I  think  I  can  duplicate  it. 

Mr.  Page  :    Will  you  mark  that  for  identification  ? 

(Paper  referred  to  marked  Exhibit  61  for  identification.) 

Q.  I  show  you  Exhibit  61  for  identification  and  ask  you  to 
state  what  it  is  ?  A.  That  is  the  data  for  settlement  with  the  Xew 
York  Telephone  Company  for  the  years  1907,  1908  and  1909. 

Q.  For  settlement  with  whom  or  with  what  company  ?  A.  The 
American  Telephone  and  Telegraph  Company  with  the  New  York 
Telephone  Company  for  their  proportion  of  long  distance  business 
affecting  the  Xew  York  Telephone  Company's  territory. 

Q.  That  does  not  show  all  the  details  of  the  items  of  charges 
back  and  forth  between  the  companies,  but  simply  a  summary  and 
the  general  basis  of  settlement  ?    A.  Yes,  sir. 

Q.  And  the  figures  given  in  that  are  correct  ?    A.  Yes,  sir. 

Q.  You  have  others  so  that  you  can  leave  that  with  the  Com- 
mittee ?    A.  Yes,  sir,  I  think  so. 

Q.  Just  another  question.  The  original  contracts  for  license 
under  the  Bell  patents,  so-called,  were  given  by  the  Bell  Company 
for  local  exchange  business  to  various  companies  throughout  the 
State,  were  they  not  ?    A,  Yes,  sir. 
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.  Q.  And  for  that  contract  the  Bell  Company  received  stock,  a 
certain  percentage  of  stock  in  the  local  exchange  companies  ?  A.  I 
don't  know. 

Q.  Don't  you  know  as  a  matter  of  fact  they  did?  A.  I  don't 
know  anything  about  the  original  transactions  between  the  Bell 
and  the  associated  companies. 

Q.  Did  you  know  as  a  matter  of  fact  that  the  contract  for  the 
license  in  each  case  provided  for  the  payment  to  the  American  Bell 
Company  of  a  percentage  of  the  gross  receipts  of  the  exchange 
company,  the  operating  company?  A.  The  original  contract  did 
not, 

Q.  The  contracts  that  were  finally  made  did,  did  they  not? 
A.  Yes,  I  think  so. 

Q.  And  those  were  made  for  a  period  of  years?  A.  I  don't 
know. 

Q.  You  don't  know  anything  about  that  ?    A.  'No,  sir. 
Q.  Do  you  know  whether  or  not  they  were  afterwards  renewed 
and  finally  made  perpetual  in  most  cases  ?    A.  No,  sir,  I  do  not. 

Q.  Do  you  have  anything  to  do  with  the  paying  of  those 
royalties,  of  that  percentage  ?    A.  No,  sir. 

Q.  You  have  charge  of  all  the  operating  accounts  ?  A.  But  that 
feature  of  the  company's  accounts  all  go  to  Boston ;  they  are  kept 
in  Boston. 

Q.  Don't  you  know  as  a  matter  of  fact  that  the  New  York  Tele- 
phone Company,  and  before  the  consolidation,  the  Hudson  River, 
the  Empire  State,  the  Central  New  York,  and  the  Buffalo  Bell, 
and  the  Pennsylvania  and  New  York  Companies,  were  all  paying 
4  per  cent,  of  their  gross  receipts  to  the  American  Bell  Telephone 
Company  ?     A.  I  think  they  were. 

Q.  And  that  was  for  the  privilege  of  operating  under  the  Bell 
patents  ?     A.  I  don't  know  just  what  the  4  per  cent,  covers. 

Q.  What  is  your  understanding  about  it  ?    A.  I  don't  know  that 
I  can  answer  that  entirely. 

Q.  You  have  some  understanding  about  it,  haven't  you  ?    A.  No ; 
we  do  not  pay  it  at  all ;  it  does  not  concern  our  accounts. 

Q.   Who  does  pay  it?     A.  The  associated  companies  pay  it  to 
the  Boston  oflSce. 
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Q.  That  is  the  company  that  you  are  assistant  comptroller  of? 
A.  Yes,  but  I  have  nothing  to  do  with  the  Boston  office ;  I  know 
nothing  about  the  Boston  office. 

Q.  What  is  this  Boston  office  and  New  York  office  scheme! 
A.  The  general  office  is  in  Boston ;  the  traffic  department  — 

Q.  But  the  principal  office  is  in  New  York,  is  that  right?  A.  I 
think  so. 

Q.  This  is  a  sort  of  two-headed  monster,  having  one  head  in 
New  York  and  one  in  Boston  ?  A.  Well,  the  traffic  department  is 
distinct  and  separate  so  far  as  accoimting  is  concerned,  in  its  rela- 
tions, from  anything  else. 

Q.  Wouldn't  it  seem  that  the  4  per  cent  of  the  gross  receipts 
paid  as  a  royalty,  or  under  those  royalty  contracts  had  something 
to  do  with  the  traffic  department,  or  is  that  entirely  in  the  invest- 
ment department?    A.  I  really  cannot  say. 

Q.  You  don't  know  whether  that  contract  relates  to  traffic  or 
investments?    A.  No,  sir. 

Mr.  Page:    That  is  all. 

John  J.  Cabty,  called  as  a  witness,  being  duly  sworn,  testi- 
fied as  follows : 

By  Mr.  Page  : 

Q.  Mr.  Carty,  you  are  the  chief  engineer  of  the  American  Tele- 
phone and  Telegraph  Company?    A.  Yes,  sir. 

Q.  And  as  such  chief  engineer  you  have  general  knowledge  of 
their  properties  ?    A.  Yes,  sir. 

Q.  Their  construction?     A.  Yes,  sir. 

Q.  How  long  have  you  been  chief  engineer?  A.  I  have  been 
chief  engineer  of  the  American  Telephone  and  Telegraph  Com- 
pany since  1907. 

Q.  That  is  about  three  years  ?    A.  Yes,  sir. 

Q.  How  long  have  you  been  with  the  company?  A.  About 
thirty  years. 

Q.  And  how  long  has  the  company  been  in  existence?  A.  I 
think  about  two  years  longer  than  that;  I  have  been  with  them 
nearlv  from  the  start. 

Q.  Someone  testified  that  the  company  was  organized  about 
1885.    A.  Oh,  well,  I  was  speaking  of  the  company  in  a  different 
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sense  then.  I  have  been  in  different  branches  of  the  Bell  Tele- 
phone interests,  and  I  was  referring  in  that  sense  to  the  company. 

Q.  You  were  with  it  during  the  period  of  gestation?  A.  I 
believe  so. 

Q.  And  have  you  been  in  the  engineering  department  all  of  that 
time  ?    A.  Practically  all  of  that  time,  yes,  sir. 

Q.  Would  you  be  qualified  to  make  any  statement  in  regard  to 
the  value  of  their  tangible  property  in  the  State  of  New  York  so 
far  as  pole  lines  only  are  concerned  ?  A.  I  would  not  be  qualified 
to  speak  off-hand  with  my  present  information  and  recollection 
of  the  value  of  that,  but  upon  the  data  and  statistics  obtainable  I 
could  tell  what  the  pole  lines  were  properly  valued  at. 

Q.  Have  you  anything  with  you  in  the  way  of  statistical  infor- 
mation ?  A.  Nothing  that  would  give  you  any  value  of  the  prop- 
erty in  the  State  of  New  York.  I  had  an  idea  this  afternoon  from 
what  went  on  this  morning  that  there  were  some  questions  about 
depreciation  you  were  going  to  ask. 

Q.  I  am  coming  to  that.  A.  Yes,  but  I  was  explaining  I  did 
not  have  the  other  information. 

Q.  Take,  for  instance,  their  property  consisting  of  pole  lines, 
and  that,  you  understand,  is  the  greater  portion  of  their  property 
in  this  State  ?  A.  I  could  not  say  without  looking  at  some  records 
just  what  the  relative  proportion  of  the  property  is  in  pole  lines. 

Q.  Mr.  Moister,  as  I  recall  it,  testified  this  morning  that  they 
had  about  2,600  miles  of  pole  lines  and  about  81,000  miles  of 
wire,  and  that  that  was  worth  new  something  like  $4,000,000. 
A.  Yes,  sir. 

Q.  That  the  other  property  in  the  State  would  not  amouiit  to 
over  $50,000  or  $100,000,  I  believe ;  is  that  substantially  as  you 
understand  it  ?  A.  I  have  not  looked  at  the  records  or  figures  so 
that  I  could  corroborate  that  or  contradict  it ;  I  would  have  to  look 
at  a  great  many  records  in  order  to  answer  that  satisfactorily. 

Q-  Take,  for  instance,  a  pole  line.  Do  you  figure  a  general 
depreciation  on  the  entire  line  or  do  you  figure  a  depreciation  of 
such  a  per  cent,  per  year  on  poles,  and  another  percentage  on 
insulators,  still  another  on  cross-arms  and  pins;  another  rate  on 
braces  and  another  on  insulators,  and  still  another  on  wires,  or  do 
you  lump  that  all  and  say  pole  line  so  much  percentage  deprecia- 


988  [Senate 

tion  each  year  or  so  much  per  cent.  ?  A.  Well,  the  poles  and  the 
cross-arms  and  the  wire  are  the  three  distinctions  we  make,  and 
the  other  parts  are  included  in  them. 

Q.  The  poles,  cross-arms  and  wires  ?    A.  Yes,  sir. 

Q.  Insulators  go  with  wire  ?  A.  No ;  I  think  the  insulators  go 
with  the  cross-arms  and  pins. 

Q.  And  the  insulator  pins?     A.  Yes,  sir. 

Q.  And  the  braces,  also,  go  with  cross-arms  and  with  the  poles? 
A.  I  think  the  braces  would  go  with  the  cross  arms. 

Q.  That  is,  when  I  speak  of  braces  I  refer  to  the  iron  braces 
that  brace  the  crossarms?     A.  Yes,  sir. 

Q.  The  ground  braces  that  are  used  on  the  curves  in  the  line 
go  with  poles?     A.  Yes,  sir. 

Q.  Now,  what  depreciation  do  you  figure  on  the  wire?  A. 
Where  copper  wire  is  used  on  pole  lines,  that  is  upon  trunk  lines 
running  out  in  the  country  and  not  subject  to  constant  change, 
the  best  figure  that  I  could  give  for  depreciation  to  be  charged  in 
that  case  would  be  one  and  a  half  per  cent. 

Q.  That  includes  the  bare  copper  wire  only?    A.  Yes,  sir. 

Q.  Xow  you  spoke  of  trunk  lines  as  distinguished  from  some- 
thing else?    A.  Yes. 

Q.  What  is  that  something  else?  A.  That  something  else  is 
exchange  lines. 

Q.  lias  the  American  Telephone  and  Telegraph  Company  any 
exchange  lines  ?  A.  I  don't  think  they  have  in  the  Stati?  of  Xew 
York? 

Q.  So  that  so  far  as  their  wires  are  concerned,  the  proper  de- 
preciation is  one  and  one-half  per  cent,  per  year  on  copper  wire. 
Included  in  this  31,000  miles  of  wire  which  they  own,  is  there 
any  iron  wire?  A.  I  don't  think  there  can  be  verv  much  iron 
wire  in  that  plant. 

Q.  Practically  all  copper  ?    A.  Yes. 

Q.  Xow  coming  to  the  item  of  cross  arms.  What  depreciation 
do  you  figure  on  that  ?    A.  We  charge  ten  per  cent,  on  that. 

By  Vice  Chairman  Merritt: 

Q.  That  means  you  have  to  replace  them  once  in  ten  years? 
A.  Yes,  sir. 


INTo.  38.]  0S9 

By  Mr.  Paqp:  : 

Q.  Do  you  have  to  replace  the  insulators  as  often  as  that  ?  A.  I 
have  lumped  this  altogether  on  the  crossarms,  and  I  won't  be  able 
to  say  without  looking  that  up. 

Q.  That  is,  you  average  it  all  together,  the  insulators  may  last 
more  than  ten  years  and  the  crossarms  only  five  in  some  cases? 
A.  Yes,  an  insulator  if  it  is  not  broken  or  handled,  it  would  last 
indefinitely;  but  in  the  handling  — 

Q.  A  great  many  are  broken?     A.  Yes,  sir. 

Q.  So  that  is  a  fair  average  on  the  part  of  the  line  made  up  of 
insulators,  insulator  pins,  crossarms,  iron  braces  and  bolts?  A. 
Yes,  I  think  that  is  about  a  fair  estimate  of  it. 

Q.  Xow,  what  depreciation  do  you  figure  on  the  poles ;  that  is, 
poles  and  pole  braces,  anchors,  guy  wires  and  so  on?  A.  These 
figures  which  I  am  giving  are  general  figures  — 

Q.  I  understand.  A.  And  it  would  vary  a  good  deal  in  par- 
ticular cases  and  particular  localities. 

Q.  But  they  are  a  fair  average  for  the  State  of  New  York,  is 
that  right  ?  A.  I  think  that  that  would  be  fair,  those  figures  that 
I  have  given.  Xow  for  poles  I  should  say  somewhere  between 
twelve  and  sixteen  years  of  a  life  for  them,  and  somewhere  be- 
tween six  and  seven  per  cent. 

Q.  Between  six  and  seven  per  cent  ?    A.  Yes,  for  depreciation. 

Q.  Xow  what  depreciation  do  you  figure  upon  the  labor  that 
goes  into  the  cost  of  the  line  ?  A.  I  would  have  to  look  that  up  a 
moment.  This  is  based,  as  I  call  it  to  mind  now,  upon  the  life 
of  the  material  and  the  property  based  upon  that,  leaving  out  the 
labor. 

Q.  \Yell,  of  course  there  would  come  a  time  when  the  line 
would  be  entirely  useless  if  nothing  was  done  to  it,  and  when  that 
time  arrived  the  labor  would  be  depreciated  100  per  cent?    A.  Yes. 

Q.  Xow  from  that,  can  you  determine  what  would  be  the  fair 
average  annual  depreciation  of  the  item  of  labor?  A.  I  think  I 
have  a  memorandum  that  contains  that.  I  have  here  a  memoran- 
dum that  I  had  some  notes  on  giving  the  life  of  the  material  in 
those  lines;  but  the  determination  of  the  percentage  of  deprecia- 
tion would  take  in  the  labor  of  putting  the  material  in  the  place 
where  it  was  to  live  out  its  life,  and  that  is  taken  into  accoimt  in 
those  percentages  that  I  gave  you. 
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Q.  That  is  included  in  the  value  after  the  line  is  completed? 
A.  Yes,  sir. 

Q.  Is  that  also  true  of  the  item  of  engineering?  A.  Well,  I 
believe  it  is  customary,  as  a  bookkeeping  custom,  to  put  in  a  charge 
for  general  expenses  and  including  engineering,  so  that  whatever 
it  costs  to  fairly  compute  it  to  build  the  line  is  charged  against  it, 
and  if  there  was  any  engineering  done  in  connection  with  it,  that 
would  go  in. 

Q.  So  that  when  you  fix  in  your  mind  the  value  of  a  pole  and 
start  to  charge  depreciation  against  it,  you  have  included  in  that 
value  not  only  the  cost  of  the  pole  but  the  labor  of  placing  it  and 
the  incidental  engineering  charge?     A.  Yes,  sir. 

Q.  That  is  all  included  ?    A.  Yes,  sir. 

Q.  So  that  the  completed  line  consisting  of  three  elements  — 
poles,  crossarms  and  wire  —  includes  labor  and  engineering  ?  A. 
Yes,  sir. 

Q.  And  proportionately  distributed  over  each  element  ?  A.  Yes, 
sir. 

Q.  Xow  what  part  of  the  value  of  the  line  is  poles?  A.  I 
don't  know  whether  I  have  any  figures  that  would  show  that  or 
not.     I  couldn't  answer  that  off  hand. 

Q.  Have  you  now  any  papers  that  will  enable  you  to  answer 
that  accurately  ?    A.  I  don't  find  that  I  have  such  papers  with  me. 

Q.  Were  you  engaged  in  getting  together  some  information  for 
the  Committee  at  the  time  you  were  telephoned  to  to  come  over 
here?  A.  I  had  been  getting  ready.  I  just  came  from  the  hos- 
pital, and  I  had  expected  to  be  called,  and  just  got  away  a  little 
while  ago;  so  I  took  what  I  had  that  I  thought  would  be  most 
needed  for  you. 

Q.  Could  you  be  ready  say  tomorrow  morning  at  eleven  o'clock, 
with  sheets  showing  in  detail  the  depreciation  on  different  items 
of  pole  lines  of  varying  sizes,  showing  the  different  percentage  of 
total  cost  made  up  of  the  different  elements  going  into  construc- 
tion, like  wires,  braces,  poles  and  that  sort  of  thing?  A.  That 
would  be  rather  short  notice.  There  is  a  vast  amount  of  detail 
required  in  that. 

Q.  Could  you  be  any  better  prepared  tomorrow  morning  than 
you  are  now?  A.  I  don't  know  how  much  better,  I  would  do 
the  best  I  could  for  you. 
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Q.  Suppose  you  step  aside  now  and  come  tomorrow  at  eleven 
o'clock,  and  bring  in  such  information  as  you  have  covering  that  ? 
A.  All  right. 

A.   E.  HoLcoMB,   called  as   a  witness,  being  duly  sworn, 
testified  as  follows: 

By  Mr.  Page: 

Q.  Mr.  Ilolcomb,  you  are  connected  with  the  American  Tele- 
phone and  Telegraph  Company?     A.  Yes,  sir. 

Q.  In  what  capacity  ?    A.  Assistant  secretary. 

Q.  And  did  you  have  charge  of  making  reports  to  the  State 
Board  of  Tax  Commissioners?    A.  Yes,  sir. 

Q.  Do  you  know,  or  are  you  familiar  with  the  form  of  blank 
used  by  that  board  known  as  Form  A  ?    A.  Yes,  sir. 

Q.  Does  the  American  Telephone  and  Telegraph  Company  make 
any  report  to  the  State  Board  on  Form  A?  A.  jSTot  in  recent 
vears. 

Q.  Did  they  ever  make  such  a  report  ?    A.  Yes,  sir. 

Q.  How  long  ago?  A.  When  the  law  first  went  into  effect  I 
think  we  made  a  report  on  what  was  then  known  not  by  that 
number,  but  the  same  blank. 

Q.  A  similar  blank?    A.  A  similar  blank. 

Q.  About  how  many  years  ago  was  that?  A.  The  law  was 
passed  in  1899.  I  expect  we  made  a  report  in  that  year  and  pos- 
sibly for  a  few  years  following.  It  is  difficult  for  me  to  remember. 
I  just  happened  in  here. 

Q.  Is  there  any  reason  for  not  making  the  report  now?  A. 
Well,  we  have  always  considered  that  that  report  was  not  of  any 
consequence  whatever  in  connection  with  the  assessment  of  the 
lines  of  a  company  that  extends  all  over  the  United  States,  and 
none  of  the  large  companies,  probably,  make  it.  It  is  not  at  all  a 
matter  of  consequence  to  us.  We  would  be  willing  to  make  it, 
and  in  fact  I  am  now  engaged  in  preparing  one  for  the  present 
year. 

Q.  For  the  State  Board  ?    A.  Yes,  sir. 

Q.  And  that  will  be  filed  when  ?  A.  Well,  it  is  quite  difficult 
to  say.  The  comptroller  of  the  company  has  met  with  an 
accident. 
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Q.  You  mean  for  the  present  year  or  for  the  past  year  —  that 
is,  covering  1909  ?  A.  1910,  the  assessment  for  1910.  It  should 
be  filed  by  January  20. 

Q.  But  that  would  show  your  balance  sheet  on  the  31st  of 
December,  1909?    A.  Yes,  sir. 

Q.  About  when  will  that  be  filed,  as  near  as  you  can  tell? 
A.  I  hope  to  file  it  within  two  weeks,  but  the  balance  sheet  of  the 
company  will  be  out  in  other  forms,  I  expect,  before  that.  The 
books  are  not  closed  yet. 

Q.  So  Mr.  Moister  stated  this  morning.  A.  The  comptroller, 
as  I  said,  has  met  with  an  accident  and  broken  his  leg  and  gone 
to  a  hospital  in  Boston,  and,  of  course,  the  confusion  that  has 
arisen  there,  of  course,  has  put  everything  in  difficulty. 

Q.  Are  you  willing  to  furnish  to  the  Committee,  within  two 
weeks,  a  copy  of  that  report  ?    A.  I  expect  so,  if  that  is  desirable. 

Mr.  Page:  I  think  it  would  be  very  useful  to  the  Committee. 
What  do  you  say  to  that,  Mr.  Chairman  ? 

Vice-Chairman  Merkitt:  Yes,  we  have  similar  reports  from 
other  companies. 

The  Witness  :    I  didn't  know  that  you  had  for  the  present  year. 

Mr.  Page:   You  made  no  report  similar  to  that  for  1908? 

The  Witness  :   No. 

Mr.  Page  :  So  that  a  copy  of  your  report  for  1909  is  the  only 
thing  available  along  that  line  ? 

The  Witness  :  Yes. 

Walter  Brown,  called  as  a  witness,  being  duly  sworn,  testi- 
fied as  follows: 

By  Mr.  Page: 

Q.  Mr.  Brown,  are  you  an  officer  of  the  New  York  Telephone 
Company?    A.  Yes,  sir. 

Q.  And  what  is  your  office  ?    A.  Auditor. 

Q.  How  long  have  you  been  connected  with  the  company  ?  A. 
I  became  auditor  of  the  New  York  and  Xew  Jersey  Com]>anv 
in  1588;  and  in  1890  I  was  appointed  auditor  of  the  iIetrop«)litan 
Telephone  Company. 
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Q.  Of  what  company?  A.  The  Metropolitan,  of  which  the 
Xew  York  Company  is  the  successor  —  the  ^letropolitan  Tele- 
phone and  Telegraph  Company.  I  resigned  as  auditor  of  the 
Xew  York  and  Xew  Jersey  shortly  after  that,  in  1891,  and 
from  that  time  on  I  have  been  auditor  of  the  Metropolitan  Tele- 
phone and  Telegraph  Company  and  its  successor,  the  New  York 
Telephone  Company. 

Q.  When  was  the  New  York  Telephone  Company  organized  ? 
A.  In  189C. 

Q.  In  what  manner  did  it  take  over  the  properties  of  the 
Metropolitan  Telephone  Company  ?  A.  It  took  over  the  property 
of  the  ^^Metropolitan  Telephone  and  Telegraph  Company  and  the 
Westchester  Telephone  Company. 

Q.  What  was  the  Westchester  Telephone  Company?  A.  It 
operated  in  Westchester  county,  in  the  towns  above  New  York. 

Q.  Did  you  make  out  the  report  for  the  Committee  which  was 
verified  by  Mr.  Bethell,  which  I  show  you  ?  A.  Yes,  I  made  out 
—  I  think  probably  twenty-two  or  twenty-three  of  those  questions 
we^e  answered  by  me. 

Q.  Entirely  by  you  or  by  clerks  in  your  department?  A.  By 
me  personally ;  pretty  much  all  through  by  me  personally. 

Q.  At  the  end  of  this  report  is  a  note  stating  that  the  answers 
to  questions  3,  10,  16,  18,  19,  20,  21,  22,  23  and  25  are  for  the 
fiscal  year  ending  December  31,  1908,  and  include  all  six  tele- 
phone companies  whose  properties,  rights,  privileges  and  fran- 
chises have  since  been  acquired  by  the  New  York  Telephone 
Company  as  above  stated,  and  the  operations  of  the  companies 
in  the  States  of  New  York,  Pennsvlvania  and  Connecticut.  What 
was  the  reason  for  lumping  those  together  in  this  report,  which 
only  covered  the  year  1908  ?    A.  Well,  this  is  for  the  year  1908. 

Q.  Yes,  but  the  New  York  Telephone  Company  didn't  own 
those  companies  then,  and  had  nothing  to  do  with  it?  A.  No, 
it  — 

Q.  It  didn't  own  them  until  the  latter  part  of  1909  ?  A.  It 
didn't  own  them  until  the  latter  part  of  1909. 

Q.  Why  were  not  separate  reports  made  for  each  company 
for  the  year  1908?  They  were  made  to  the  State,  of  course,  for 
each  company  for  the  year  1908. 
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Q.  Wh\^  weren't  thev  Diade  for  the  Committee?  That  is,  whv 
did  yon  hmip  them  all  together  in  this  report,  when,  as  a  matter 
of  fact,  they  were  not  together  for  that  year  ?  A.  I  was  instructed 
to  make  up  the  report  in  that  way. 

Q.  Who  instructed  you  ?    A.  The  counsel  of  the  company. 

Q.  And  his  name  ?    A.  Mr.  Russell. 

Q.  Did  he  give  any  reason  for  it  ?  A.  Mr.  Cahill  is  the  coun.-^el 
of  the  company;  Mr.  Russell  is  the  attorney  for  the  company.  It 
was  from  our  counsel's  office,  Mr.  Cahill's  office,  that  I  received 
mv  instructions. 

Q.  Were  you  here  this  morning  when  Mr.  Moister  was  on  the 
stand  ?     A.  Yes,  sir. 

Q.  You  heard  the  questions  that  were  put  to  him  in  regard  to 
the  accounting  between  the  Xew  York  Telephone  Company  and 
the  American  Telephone  and  Telegraph  Company  ?     A.  Yes,  sir. 

Q.  The  question  that  he  was  unable  to  answer  was  in  regard 
to  about  a  half  million  dollars  that  they  charged  against  you,  thar 
is  the  A.  T.  and  T.  charges  against  the  !New  York  Telei)hone 
Company.    Do  you  understand  alxmt  that  i    A.  Yes,  sir. 

Q.  Tell  us  al)out  it.  How  is  that  done?  A.  I  have  here  the 
contract.  It  is  a  short  one  which  was  made  Wtween  the  com- 
panies in  1903.  If  you  would  like,  Mr.  Page,  1  could  tell  you 
just  the  terms  of  that  contract  and  follow  up  with  the  settleuient 
that  was  made,  and  how  it  worked  out. 

Q.  Yes.  By  the  way,  have  you  a  copy  of  the  old  contract  W- 
tween  the  Xew  York  Telephone  Company  and  the  A.  T.  and  T.  in 
regard  to  this  23. ()8  per  cent.?  A.  Yes,  sir;  1  could  tell  you  the 
whole  storv, 

Q.  Have  you  a  copy  of  the  contract  here?  A.  I  have  a  copy 
of  the  contract  here. 

Q.  And  that  is  a  com]dete  co])y  ?  A.  That  is  a  complete*  copy; 
ves,  sir. 

Q.  It  is  not  an  original?  A.  Xo,  it  is  not  the  original:  thr 
original  is  on  til(\  But  this  was  the  co])y  of  the  contract  that 
was  referred  to  me  at  the  time  the  contract  was  made,  and  it  ha**- 
attached  to  it  the  memorandum  from  Mr.  B(»thell,  our  general 
manager,  asking  me  to  ccmfer  with  him  on  this  matter.  This  is  a 
copy  of  the  original  contract. 


Ko.  38.]  005 

Q.  Are  the  signatures  copied  or  written?  A.  Xo,  the  signa- 
tures are  in  blank. 

Q.  Will  you  hand  that  to  the  stenographer  and  have  it  marked 
for  identification?  A.  Yes,  sir.  Now,  shall  I  tell  you  what  I 
know  about  the  settlement? 

(Contract  marked  for  identification,  Exhibit  G2.) 

Q.  If  you  will.  A.  This  contract  —  the  whole  thing  is  really 
in  clause  5  of  the  contract;  or,  shall  I  read  the  entire  contract? 
It  is  short. 

Q.  Xo ;  but  the  Committee  will  want  that  as  an  exhibit  so  that 
they  will  have  it.    Just  read  clause  5.    A.   (Reading.)   The  reve- 
nue on  all  long  distance  business,  for  which  the  facilities  of  the 
second    party   are    used,    shall    be   divided    between    the    parties 
hereto  in  proportion  to  the  relative  cost  to  each  party  of  furnish- 
ing the  plant  required  to  secure  the  revenue,  and  the  cost  of  opera- 
tion to  each  party.     That  contract  was  referred  to  Mr.  Bethell. 
It  was  made  on  the  18th  of  February,  1003,  and  was  signed,  as 
I  recollect  it,  by  Mr.   Cutler,  the  president  of  the  New  York 
Company,  and  by  Mr.  E.  J.  Hall,  the  vice-president  of  the  A. 
T.  and  T.  Company.     The  contract  was  a  long  pending  contract. 
The  long  distance  business  began  about   1800,  and  it  increased 
from  year  to  year  until  it  reached  quite  large  proportions.     Xo 
settlement  was  ever  made  of  that  business  between  the  vear  1800 
and  up  to  the  time  of  the  making  of  this  contract.     The  reasons, 
as  I  understand  them,  why  the  contract  wasn't  closed,  was  that 
Mr.   Cutler,  working  for  the   interests  of  the  Xew  York  Com- 
pany, and  Mr.  Hall,  for  the  interests  of  the  American  Telephone 
and  Telegraph  Company,  could  not  agree  on  a  basis  of  settle- 
ment, so  that  it  was  1003  before  the  contract  was  made.     It  was 
referred  to  Mr.  Bethell  on  the  20th  of  February,  and  he  referred 
it  to  me,  stating  to  me  as  auditor,  "  Please  examine  this  care- 
fully.    I  shall  seek  an  early  opportunity  of  conferring  with  you 
about  the  matter."     I  replied  back  to  him  that  I  was  ready  to 
see  him  at  his  convenience. 

Q.  On  what  date  was  that  ?    A.  Twentieth  of  February,  1003. 

Q.  What  date  was  the  contract  made.     A.  Eighteenth  of  Feb- 
ruarv. 
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Q.  The  contract  was  already  made  when  the  matter  was  re- 
ferred to  you  ?    A.  Yes,  sir. 

Q.  And  the  only  matter  for  you  to  consider  was  the  meaning 
of  the  contract  ?  A.  The  meaning  of  the  contract.  I  showed  Mr. 
Bethell,  from  my  point  of  view,  that  it  was  a  contract  which  would 
be  a  very  difficult  one  for  an  accounting  officer  to  carry  out.  It 
was  only  operative  or  could  be  carried  out  by  people  who  had 
a  knowledge  of  the  operating  end  of  the  business  and  of  the  in- 
vestment end.  It  was  an  engineering  and  an  operating  problem, 
and  it  was  so  recognized  by  Mr.  Bethell,  with  the  result  that  it 
was  arranged  to  make  that  settlement.  The  number  of  the  Com- 
mittee was  three,  namely,  Mr.  Moister,  as  auditor  of  the  Ameri- 
can Telephone  Company,  representing  the  revenue  end  of  it,  and 
the  investment  end  of  the  American  Telephone  Company;  Mr. 
Pickernell,  representing  the  engineering  department  of  the  Ameri- 
can Telephone  Company,  and  Mr.  Thurber,  representing  the  Xew 
York  Telephone  Company.  This  committee  went  to  work,  and 
after  several  months  labor,  of  studying  the  conditions,  the  invest- 
ment and  the  expenses  worked  out  this  settlement  for  the  three 
vears  of  190-4,  1905  and  190G.  The  results  of  that  studv  was  to  be 
a  basis  of  settlement  of  all  previous  years.  The  committee,  in  its 
report,  after  arriving  at  the  basis  of  settlement  for  those  years, 
advised  that  this  question  be  taken  up  once  in  three  years ;  that  it 
would  be  im^xissible  to  take  it  up  monthly  as  the  contract  terms 
called  for,  as  there  was  too  much  detail  in  it  and  they  thought  if 
they  took  it  up  once  in  three  years  they  could  arrive  at  a  basis  of 
settlement  for  those  three  years.  Having  the  first  study,  a  second 
study  was  made,  which  was  completed  just  a  few  months  ago, —  a 
studv  of  the  settlement  for  the  vears  1907,  190S  and  1909.  This 
paper  that  I  have  here  is  a  report  of  the  committee  on  the  divi^iim 
of  l(»ng  distance  revenue  for  the  year  1907,  1908  and  1909.  It 
is  not  the  signed  copy  of  the  report,  but  it  is  a  true  copy  of  the 
report  by  the  committee. 

Q.  And  you  have  other  copies  of  that,  or  there  are  other  copies  ? 
A.  There  are  other  copies,  yes,  sir. 

Q.  Will  you  have  that  marked  for  identification  and  furnish 
it  to  the  Committee  ?  A.  It  goes  into  very  thorough  detail  of  the 
points  that  were  considered  in  the  settlement     After  the  results 
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of  this  study  were  completed — coming  dowTi,  Mr.  Page,  to  the 
percentage  basis  that  the  settlement  was  on,  as  shown  here,  '*  a 
tabulation  with  the  results  thus  obtained  are  submitted  herewith 
in  the  statements  marked  A  and  B.  As  therein  indicated,  the 
relative  cost  to  each  party  of  furnishing  the  plant  required  to 
secure  the  revenue  and  the  cost  of  operation  to  each  party  for  an 
average  period  of  six  months,  is  as  follows :  American  Telephone 
and  Telegraph  Company,  $2,080,858.16;  Xew  York  Telephone 
Company,  $645,635.38;  New  York  Telephone  Company's  per- 
centage, 23.680."  Then  it  goes  on  to  say:  "  It  seems  proper  to 
state  at  this  point  that  the  respective  members  of  the  committee 
representing  each  of  the  companies,  went  only  so  far,  with  refer- 
ence to  each  other's  work,  as  examining  into  and  agreeing  upon  the 
assumptions  to  be  made  and  the  methods  to  be  followed.  The 
members  of  the  committee  for  neither  company  have  made  any 
attempt  to  check  either  the  basic  statistics  or  the  computations  of 
the  members  for  the  other  company  in  arriving  at  the  results 
given.  All  statistics  furnished  as  statements  of  fact  under  the 
assumption  agreed  upon  were  accepted  without  question.  Should 
it  be  considered  desirable  to  have  the  work  reviewed,  the  com- 
mittee recommends  that  some  person  outside  of  the  New  York 
or  American  Telephone  and  Telegraph  operating  organizations  be 
detailed  to  view  the  statistics  and  the  computations  of  both  com- 
panies. The  revenue  involved  as  determined  by  the  American 
Telephone  and  Telegraph  Company,  is  as  follows:  For  the  year 
ending  December  31,  1907,  under  the  three  heads  of  "  message 
tolls,"  "leased  wires,"  and  "extra  terminals,"  $3,747,823.77. 
For  the  six  months  of  June  30,  1908,  $1,903,838.19,  and  for 
the  six  months  of  December,  1908,  $1,917,417.13,  making  a  total 
for  the  two  years  involv^ed  in  this  statement  of  $7,659,079.09. 
The  committee  recommends  that  this  revenue  be  divided  in  the 
proportion  above  indicated,  namely,  23.680  per  cent,  to  The  New 
York  Telephone  Company,  and  the  remainder  to  the  American 
Telephone  and  Telegraph  Company,  and  that  revenue  for  the  re- 
mainder of  the  period  ending  December  31,  1909,  be  divided  in 
the  same  proportion  when  determined.  The  committee  further 
recommends  that  a  similar  studv  be  made  in  1911  to  be  used  as 
the  basis  for  the  division  for  the  long  distance  revenue  relating 
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to  the  Xew  York  Telephone  Company's  territory  for  the  years 
1910,  1911  and  1912/' 

Q.  AVhat  was  the  basis  of  settlement  finally  determined  for  the 
early  years  ^  Did  they  divide  on  the  same  ratio?  A.  On  the 
same  basis  exactly. 

Q.  The  same  percentage?  A.  Xo,  the  percentage  varied.  I 
think  without  having  the  figures  before  me  that  the  percentage 
that  we  got  in  the  last  settlement  is  a  little  larger  than  we  got  on 
the  previous  one. 

Q.  The  percentage  to  the  Xew  York  Telephone  Company?  A. 
Yes,  sir. 

Q.  What  is  the  reason  for  that  i  A.  The  reason,  I  should  judge, 
was  the  change  in  the  investment  of  the  two  companies. 

Q.  That  is,  that  there  has  been  an  appreciation  in  the  invest- 
ment of  the  Xew  York  Telephone  Company,  as  well  as  an  exten- 
sion of  its  system?  A.  Yes,  sir,  the  investment  had  increased. 
That  would  be  my  assumption. 

Q.  And  has  there  been  a  decrease  in  the  value  of  the  A.  T.  &  T. 
Company's  investment  ?  A.  I  couldn't  answer  that  question.  The 
figures  attached  to  this  would  show  that  they  had  in  this  exhibit 

Q.  That  is  a  part  of  the  exhibit?  A.  Yes,  sir,  it  is  all  there; 
but  I  am  not  familiar  enough  with  the  subject  —  it  is  a  vast  one  — 
and  unless  one  was  really  up  in  the  detail  of  it  he  could  not 
answer  those  questions. 

Q.  Is  that  contract,  Exhibit  ()2,  a  perpetual  contract?  A.  Yes, 
sir,  it  is  a  perpetual  contract. 

Q.  Do  you  have  anything  to  do  with  the  business  of  the  Xew 
York  Telephone  Company  in  the  way  of  making  rates?  A.  Xo, 
sir. 

Q.  ^Yho  docj5  that  ?  A.  That  is  done  in  the  commercial  depart- 
ment. 

Q.  I  don't  question  the  accuracy  of  your  statement;  but  that 
does  not  give  me  very  much  information.  A.  Well,  I  was  going 
to  say  that  Mr.  Thurber  is  in  charge  of  the  operating  of  the  com- 
pany, and  under  hini  is  the  plant  department  and  the  commercial 
department  and  — 

Q.  Who  is  the  principal  man  in  making  rates,  say  in  Albany? 
A.  I  couldn't  answer  that,  ^fr.  Page. 
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Q.  Utica,  Batavia,  and  other  villages  through  the  State  ?  A.  I 
don't  know  how  that  was  done.  I  have  only  recently  become 
attached  to  those  up-State  companies.  I  am  not  familiar  with  that. 
All  those  rates  will  be  done  through  the  commercial  department  — 
the  chief  of  the  commercial  department  here  in  New  York. 

Q.  And  that  chief  is  Mr.  Thurber?  A.  Mr.  McCullough  is 
head  of  that  sub-department  of  Mr.  Thurber's.  The  commercial 
department  is  a  department  under  Mr.  Thurber's  supervision. 

Q.  And  what  other  department  does  Mr.  Thurber  supervise? 
A.  That  organization  is  as  follows:  He  has  a  superintendent  of 
traffic. 

Q.  AVho  is  the  superintendent  of  traffic  ?  A.  He  has  a  superin- 
tendent of  traffic. 

Q.  What  is  the  title  of  his  office?  A.  Mr.  Thurber  is  vice- 
president  and  general  manager  in  charge  of  the  Xew  York  Tele- 
phone Company. 

Q.  And  he  has  a  traffic  department  ?    A.  Traffic  department. 

Q.  In  his  division,  or  a  traffic  division  in  his  department,  which 
is  it  ?    A.  Superintendent  of  traffic,  taking  care  of  the  service. 

Q.  Then  he  has  someone  who  is  the  head  of  the  rate  depart- 
ment ?  A.  He  has  the  general  contract  agent  and  head  of  the  con- 
tract and  rate  department  and  all  dealings  with  the  public  — 

Q.  AVho  is  he  ?    A.  Mr.  McCullough. 

Q.  Does  he  make  the  rates?  A.  His  department  does.  Well, 
he  does,  of  course;  but  his  subordinates  work  them  out. 

Q.  If  he  doesn't  who  does  ?    A.  In  his  department. 

Q.  Yes.  A.  It  is  his  department  that  does  it,  but  I  don't  know 
who  — 

Q.  Who  is  the  authority?  Who  is  it  finally  makes  those  rates? 
There  must  be  somebody,  we  can't  subpoena  a  department  here 
and  ask  it  questions.  We  want  the  names  of  individuals.  We 
want  to  know  who  makes  those  rates.  You  must  know  who  it  is  ? 
A.  The  rates  are  made  through  conferences  between  Mr.  Thurber 
and  his  commercial  department  —  Mr,  ;^^cCullough's  department. 
They  have  a  traffic  engineer,  experts  on  that  subject,  in  the 
department. 
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By  Vice-Chairman  Mkbritt: 

Q.  Who?e  order  finally  makes  the  rate  effective  ?  A.  The  execu- 
tive committee. 

Q.  Is  that  Mr.  Thurber?  A.  No,  sir;  it  goes  from  Mr.  Mc- 
Cullough's  department  to  Mr.  Thurber,  to  Mr.  Bethell,  to  the  ex- 
ecutive committee,  and  no  rates  are  changed  without  the  approval 
of  the  executive  committee. 

By  Mr.  Page  : 

Q.  Who  is  the  executive  committee?  A.  Let  me  see  —  Mr. 
T.  M.  Vail,  Mr.  U.  X.  Bethell,  Mr.  E.  J.  Hall,  I  think  —  I  am 
speaking  from  my  recollection  —  and  I  don't  know  who  el>e  are 
on  the  executive  committee. 

Q.  Well,  Mr.  Vail  is  a  majority  of  it,  isn't  he  ?  A.  I  am  :^ure 
I  don't  know. 

Q.  He  is  chairman?    A.  lie  is  chairman,  yes,  sir. 

Q.  And  no  rate  can  be  made,  no  rate  can  be  increased,  and  no 
rate  can  be  lowered  without  the  concurrence  of  the  executive  com- 
mittee?   A.  That  is  true,  yes,  sir. 

Q.  And  they  act  on  the  recommendations  from  Mr.  McCul- 
lough's  department?    A.  Yes,  sir. 

Q.  And  those  recommendations  are  transmitted  to  Mr.  Thurlier, 
vice-president?    A.  Yes,  sir. 

Q.  And  from  him  to  Mr.  Bethell  ?    A.  Yes,  sir. 

Q.  And  by  him  to  the  executive  committee  ?    A.  Yes,  sir. 

Q.  Then,  after  action  is  taken,  I  suppose  that  the  rate  is  re- 
ferred back  to  Mr  Bethell,  and  then  to  Mr.  Thurber,  and  from 
him  to  Mr.  McCullough,  and  eventually  the  people  intere^te<l  in 
paying  the  rate  find  out  about  it  ?  A.  Eventually  to  the  division 
that  is  interested  in  that  change. 

Q.  Xow,  do  you  have  anything  to  do  with  the  paying  of  a 
royalty  by  the  Xew  York  Telephone  Company  to  the  American 
Telephone  and  Telegraph  Company?  A.  Yes,  sir,  I  have  rhi-  t«» 
do  with  it,  that  I  have  to  compute  the  amount  to  l)e  paid. 

Q.  Well,  at  last  we  have  found  somebody  that  knows  about  that. 
Xow  tell  us  all  about  it.  A.  Well,  T  don't  know  —  Mr.  Bcrhell 
spoke  of  that,  I  rememl)er,  the  other  day.    In  the  early  days  there 
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was  a  rate  fixed  per  set  of  Instruments,  and  I  think  that  rate  was 
as  high  as  $10  a  set  or  $20  a  set  in  the  early  days. 

Q.  Was  that  per  month  ?  A.  No,  per  year,  when  the  contract 
was  first  made.  There  were  certain  concessions.  As  the  rates 
went  down  that  rate,  rental  rate  or  royalty  rate  was  prohibited 
because  the  rates  paying  $24  or  $36  a  year  couldn't  stand  such  an 
extortionate  rate  as  that  proved  to  be,  so  there  were  concessions. 

Q.  And  what  time  did  those  concessions  come  ?  A.  And  it  was 
on  a  scale,  as  I  remember  it,  so  that  the  lower  the  rate  we  got  for 
the  service  the  less  you  pay  for  the  instruments. 

Q.  After  the  concessions  were  made,  what  was  the  basis?  A. 
The  basis  of  the  concessions  ? 

Q.  Xo,  the  basis  of  the  rate.  You  say  it  was  originally  $10,  $20 
and  $30  per  year  per  set  of  instruments,  and  then  concessions  were 
made,  and  the  concessions  established  a  new  rate.  What  was  that 
rate  i  A.  I  have  forgotten  what  the  rate  was.  The  rate  always 
remained  a  fixed  rate ;  but  we  got  discounts.  In  paying  the  royalty 
you  reported  the  number  of  instruments  at  the  rate  of  $30  per 
year  that  you  were  receiving  —  a  service  at  the  rate  of  $30,  the 
number  of  $36,  $42  and  $48,  and  so  on  up  the  scale. 

Q.  Did  it  go  no  further  up  the  scale?  A.  Oh,  yes,  $120,  I 
think  was  the  maximum,  and  the  rate  was  reduced  from  about  $10 
per  set  down  to  something  like  $1.50  at  the  minimum,  or  75  cents 
an  instrument  which  applied  to  contracts  where  you  were  receiv- 
ing something  in  the  neighborhood  of  $20  or  $24  a  year, 

Q.  And  when  you  say  you  were  receiving,  you  mean  the  local 
exchange  company  ?    A.  The  local  company  was  receiving,  yes,  sir. 

Q.  Was  that  ever  based  on  the  gross  earnings  of  the  company  ? 
A.  Xo,  sir,  I  was  just  coming  to  that.  That  was  the  first  prin- 
ciple of  paying  the  Bell  Company  for  the  use  of  their  instruments, 
I  should  say  about  six  years  ago,  as  near  as  I  can  recall,  we  changed 
that  to  a  basis  of  four  and  one-half  per  cent  on  your  gross  receipts, 
which  was  a  considerable  concession  to  the  operating  companies. 

Q.  When  was  that?    A.  About  six  years  ago,  I  should  judge. 

Q.  And  was  that  intended  as  a  royalty  for  the  use  of  the  patent? 
A.  Xo,  sir;  the  royalties  on  the  instruments  had  expired  —  the 
patents  bad  expired. 
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Q,  Tho  original  payment  was  a  royalty  ?  A.  The  original  pay- 
ment, I  think,  was  considered  as  a  royalty,  and  for  the  use  of  the 
instruments. 

Q.  There  was  a  lot  of  stock  issued  for  the  right  to  use  that 
patent,  too,  wasn't  there?     A.  I  believe  so,  yes. 

Q.  So  that  was  paid  twice.  They  paid  that  stock  in  a  hmip, 
then  if  they  paid  any  dividends  on  the  stock,  they  paid,  of  course, 
on  that  stock  that  was  issued  for  the  right,  so  they  continued  to 
pay  in  the  w^ay  of  dividends,  if  they  earned  them,  and  then  in- 
cidentally they  paid  so  much  per  instrument,  isn't  that  correct? 
A.  The  original  contract,  I  believe,  between  the  Bell  Company 
and  the  operating  companies  was  that  they  were  to  have  some- 
thing like  »30  or  3»'3  1/3  per  cent,  of  the  stock  that  was  issued. 

Q.  So  that  they  got  33  per  cent,  of  the  stock  in  a  lump  ?  A.  I 
think  that  was  the  start  of  the  time. 

Q.  If  the  company  earned  dividends,  the  American  Bell  Com- 
pany got  one-third  each  year?  A.  Yes,  any  stock  that  they  got 
for  the  franchise  they  got  — 

Q.  When  you  say  franchise  you  mean  patents  ?    A.  Yes,  sir. 

Q.  And  the  dividends,  they  got  that  for  the  use  of  the  patents' 
A.   They  got  the  dividends  earned  on  the  stock. 

Q.  Then  they  received  each  year  for  the  use  of  the  patent  any- 
where from  75  cents  to  $20  per  year  per  instrument?  A.  Xot 
per  instrument. 

Q.  AVell,  per  set  of  instruments?  A.  Per  set  of  instruments^ 
yes,  sir. 

Q.  AVhat  w^e  ordinarily  speak  of  as  a  telephone  instrument?  A. 
Yes,  sir. 

Q.  That  isa  receiver  and  transmitter?    A.  Yes,  sir. 

Q.  Did  they  receive  anything  else  for  the  use  of  the  i)atent? 
A.  Xot  that  I  know  of. 

Q.  Now  that  that  patent  is  expired,  they  continue  to  receive  a 
percentage  of  the  gross  receipts?     A.  Yes,  sir, 

Q.  They  continue  to  receive  dividends  on  the  stock  that  didnt 
cost  anything  excei)t  the  grant  of  the  right  to  use  the  patent,  so 
that  by  the  operation  of  the  company  the  people  using  telephones 
are  continuing  to  pay  a  royalty,  in  effect,  upon  a  patent  that  ha^ 
long  since  expired,  isn't  that  true?  A.  It  is  not  considered  that 
thev  are  paving  a  rovaltv  on  the  instruments. 
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Q.  Well,  it  is  the  same  either  way  —  they  are  paying  ?  A.  They 
are  i)aying  now  for  the  use  of  the  instruments  and  for  the  main- 
tenance of  the  instruments  and  for  the  protection,  that  is  to  say 
in  patents  on  switchboards,  many  patents  that  are  still  in  exis- 
tence. They  are  paying  for  the  engineering  supervision  of  the 
parent  company.  I  believe  that  that  four  and  a  half  per  cent,  is 
to  cover  a  variety  of  those  things. 

Q.  That  includes  engineering?    A.  That  is  the  engineering  — 

Q.  Then  they  are  paying  for  engineering  twice,  aren't  they? 
A.  We  have  our  own  engineering  force,  but  that  would,  as  I  under- 
stand it,  cover  the  engineering  of  the  parent  company  and  all  the 
benefits  derived  from  that. 

Q.  The  A.  T.  &  T.  Company  are  charging  up  every  year  a  part 
of  the  expense  included  in  that  engineering,  aren't  they?  A.  In 
what  way  ? 

Q.  I  don't  know  in  what  way ;  I  tried  to  find  out  this  morning 
from  Mr.  Moister.  I  couldn't  find  out  in  just  what  way  they 
were  doing  it,  although  he  admitted  that  they  were  doing  it.  A. 
The  only  charge  that  the  A.  T.  &  T.  Company  — 

Q.  Do  you  have  engineering  charged  up  against  you,  and  also 
pay  a  percentage  of  gross  earnings  for  engineering?  A.  I  don't 
understand  that  they  are  charging  up  any  engineering  expense 
against  us. 

Q.  What  is  the  effect  of  that  payment  ?  Isn't  it  this :  That 
the  operating  company  taking  four  and  one-half  per  cent,  of  its 
gross  revenue  and  turning  it  over  to  the  A.  T.  &  T.  Company,  in- 
creases its  operating  expense  so  far  as  the  bookkeeping  show^s,  but 
really  does  not  increase  the  operating  expense  so  far  as  the  results 
to  the  stockholders  are  concerned.  A.  Well,  if  we  didn't  pay  that 
four  and  a  half  per  cent,  we  would  have  an  expense  —  I  couldn't 
tell  what  it  would  be,  of  the  cost  of  the  instruments,  not  only  the 
capital  investment,  but  the  depreciation  and  the  maintenance  of 
those  instruments  which  we  provide. 

Q.  What  do  you  think  a  telephone  set  is  worth  new?  A.  T 
don't  know. 

Q.  You  must  have  some  idea.  Does  it  cost  $5  or  $25  ?  A.  Oh, 
T  suppose  it  may  cost  anywhere  from  $3  to  $10  or  $12  a  set. 

Q.  Say  $10  a  set  ?    A.  Yes,  sir. 
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(}.  That  would  be  about  an  outside  figure,  wouldn't  it?  A.  I 
presume  it  would,  yes,  sir.  T  have  no  definite  knowledge  on  the 
subject. 

Q.  It  Avill  last  ten  years  under  ordinary  circumstances,  won't 
it  ?    A.  I  don't  know  what  the  life  of  them  is. 

Q.  You  have  seen  them  around  town  that  yoii  thought  have  been 
in  use  ten  years,  haven't  you  ?    A.  Yes,  they  seem  to  be. 

Q.  So  that  there  would  not  be  a  depreciation  of  over  a  dollar 
a  year  on  them.  iJfow,  what  is  the  earnings  of  a  telephone  set  in 
New  York  city  per  year  gross?    A.  In  New  York  city? 

Q.  Yes.  A.  I  can't  tell  you,  Mr.  Page,  for  New  York  city.  I 
can  tell  you  for  the  New  York  Telephone  Company  in  1908  which 
would  include,  of  course,  a  little  beyond  New  York  city,  the  West- 
chester division  of  the  company. 

Q.  And  it  would  include  something  in  Connecticut  ?  A.  Just  a 
trifle. 

Q.  Just  one  line?  A.  Yes,  in  Greenwich,*  a  very  small 
exchange. 

Q.  And  not  including  anything  in  New  Jersey  ?  A.  No,  those 
figures  I  have  got  here  — 

Q.  Well,  what  was  the  amount  of  earnings  per  instrument 
there  ?  A.  In  1908  the  average  earnings  per  instrument,  giving 
it  to  you  under  the  two  heads,  exchange  service  revenue,  which  is 
the  local  revenue,  $4:9.95.  ' 

Q.  $49.95  i    A.  Yes,  sir,  and  toll  service  revenue  $9.99. 

Q.  Toll  service  ?    A.  Yes,  sir. 

Q.  Now,  what  is  the  long  distance  ?  A.  Long  distance  is  in 
that. 

Q.  That  is  inclndod  in  the  toll  ?  A.  Yes,  sir,  it  is  included  in 
the  toll.     Total  earnings  $59.94  for  station. 

Q.  And  does  the  station  unit  appear  in  the  extensions?  A. 
Everything,  yes,  sir;  that  is  the  unit. 

Q.  How  do  vou  rcx'kon  a  hotel  ?  A.  As  many  stations  as  there 
are  telephone  instruments. 

Q.  Each  instrument  in  a  room  is  a  station  in  arriving  at  this 
item  ?    A.  Yes,  sir. 

Q.  That  was  the  gross  earnings  of  the  company,  wasn't  it?  A. 
Those  were  the  gross  earnings,  yes,  sir. 
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Q.  And  on  that  the  four  and  a  half  per  cent,  is  paid  ?  A.  Yes, 
sir. 

Q.  So  that  the  American  Bell  Telephone  Company  —  by  the 
way,  there  isn't  any  such  company,  is  there,  now?  A.  I  believe 
it  has  a  charter  existence. 

Q.  But  no  actual  business?  A.  Xo,  the  American  Telephone 
and  Telegraph  Company  is  the  successor. 

Q.  The  American  Telephone  and  Telegraph  Company  acquired 
that  company  and  all  of  the  stock  and  then  wiped  the  company 
out  as  a  business,  but  kept  the  name?  A.  Yes,  I  believe  it  still 
keeps  its  corporate  existence. 

Q.  Do  you  understand  that  the  American  Telephone  and  Tele- 
graph Company  owns  practically  all  of  the  stock  of  the  Xew  York 
Telephone  Company  ?    A.  It  owns  all  of  it. 

Q.  Owns  all  of  it  ?    A.  Yes,  sir. 

Q.  So  that  whatever  profits  there  are  in  the  New  York  Tele- 
phone Company,  they  are  profits  of  the  stockholders  of  the 
A.  T.  &  T.  ?    A.  Yes,  sir. 

Q.  Just  the  same  as  the  profits  of  the  A.  T.  &  T.  itself?  A. 
Yes,  sir. 

Q.  Then  the  commission  which  each  telephone  in  that  territory 
paid  per  year  for  that  commission  was  about  $2.70  ?  A.  Yes,  that 
would  be  about  what  it  would  amount  to. 

Q.  A  profit  of  about  30  per  cent,  on  the  cost  of  the  instrument  ? 
A.  It  would  be  practically  60  per  cent,  of  $4.50,  would  it  not  ? 

Q.  The  total  income  was  $59.94  per  instrument?  A.  It  is  so 
near  to  $60  I  was  figuring  it  roughly  at  $60. 

Q.  About  four  and  a  half  per  cent,  of  that,  wasn't  it  ?  A.  Yes, 
sir. 

Q.  Which  is  two  dollars  and  sixty-nine  cents,  seven  mills  and 
three-tenths?  A.  It  would  be  60  per  cent,  of  $4.50,  I  should  say 
roughly  $2.70  for  each.    That  is  the  way  it  appears  to  me. 

Q.  So  that  that  royalty  or  commission  or  whatever  you  please  to 
call  it,  is  taken  by  the  American  Telephone  and  Telegraph  Com- 
pany out  of  its  Xew  York  Telephone  Company  pocket  and  put  into 
its  Boston  pocket?     A.  Yes. 

Q.  Meanwhile  it  charges  that  amount  up  to  operating  expenses 
in  the  New  York  pocket  ?    A.  It  is  charged  to  operating  expense 
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in  Xew  York.  It  goes  into  the  American  Telephone  revenue,  then 
I  suppose  there  is  an  offset  to  that  revenue  for  the  depreciation 
of  those  instruments  and  maintenance,  and  so  forth. 

Q.  Of  say  ten  per  cent  i    A.  I  donH  know. 

Q.  That  would  be  at  least  large  enough  ?  A.  There  would  be  an 
offset  whatever  it  would  be. 

Q.  Ten  per  cent,  would  be  enough?  A,  I  am  not  prepared  to 
sav.    I  have  no  facts  from  which  I  could  state  that. 

Q,  What  was  the  total  amount  that  was  paid  during  the  year 
1908  by  the  Xew  York  Telephone  Company  to  the  American  Tele- 
phone and  Telegraph  Company  for  that  commission?  A.  $714,- 
502.98. 

Q.  So  that  the  earnings  in  the  Xew  York  Telephone  Company's 
territory  for  that  year  were  in  fact  greater  by  that  amount  than 
they  appear  to  be  as  the  result  of  your  bookkeeping  operations  and 
statement  ?    A.  I  wouldu' t  say  that  exactly. 

Q.  Well,  what  is  wrong  with  that  statement  ?  A.  The  amount 
charged  into  our  expenses  as  a  rental  charge  —  we  consider  rental 
of  instruments  —  is  that  amount,  and  of  course  that  commission 
being  charged  to  our  expenses  — 

By  Vice  Chairman  Merritt: 

Q.  You  receive  that  amount  from  your  customers  i  It  was  re- 
ceived in  money,  wasn't  it?    A.  Xo,  that  wasn't  — 

Bv  Mr.  Page: 

Q.  You  got  that  from  your  customers,  didn't  you  ?  A.  That 
was  based  on  the  amount  we  got  from  our  customers. 

Q.  And  as  the  result  of  your  bookkeeping  you  show  that  your 
operating  expenses  include  that  ?     A.  Yes,  sir. 

Q.  That  is  you  increased  your  operating  expenses  beyond  what 
they  in  fact  were  by  that  item  ?  A.  Yes,  that  is  quite  true.  That 
item  is  considered  — 

Q.  And  the  way  you  keep  your  books,  you  call  that  expense  — 
part  of  operating  expenses?  A.  It  is  an  expense  to  the  Xew  York 
Telephone  Company.  It  is  a  payment  made  to  the  A.  T.  &  T. 
Company. 
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Q.  But  the  Xew  York  Telephone  Company  is  owned  by  the 
A.  T.  &  T.  Company  absolutely?  A.  Well,  it  is  to-day;  it  wasn't 
at  that  time. 

Q.  Boots,  body  and  breeches?    A.  Yes,  sir. 

Q.  And  if  it  had  a  soul,  that  would  be  owned  by  the  A.  T.  &  T. 
also  ?    A.  It  is  owned  in  total  now  since  September. 

By  Vice  Chairman  Merritt: 

Q.  That  is  a  fixed  charge  that  stands  all  the  time  before  you 
begin  to  fig\ire  cost  of  maintenance  and  operation  of  your  local 
companies ;  is  that  so  ?  A.  Yes,  we  are  under  contract  to  pay  the 
A.  T.  &  T.  Company  four  and  a  half  per  cent,  on  our  gross  earn- 
ings.   It  becomes  a  fixed  charge  against  the  earnings. 

By  Mr.  Page: 

Q.  The  stockholders  of  the  A.  T.  &  T.  Company  under  their 
corporate  name  of  A.  T.  &  T.  Company,  have  made  a  contract 
with  themselves  under  their  corporate  name  of  New  York  Tele- 
phone Company,  whereby  they  agree  that  in  one  disguise  they  will 
pay  to  themselves  in  the  other  disguise  a  certain  percentage  of 
gross  receipts  and  charge  it  up  to  operating  expenses.  Xow  isn't 
that  just  exactly  what  happens  ?  A.  It  is  so  in  this  case  now  that 
they  own  the  Xew  York  Telephone  Company  in  total.  It  was  not 
so  when  the  contract  was  made  when  the  stock  of  the  Xew  York 
Company  and  the  other  companies  —  while  the  Xew  York  Com- 
pany wasn't  held  by  the  public  but  a  large  minority  interest  was 
held  by  peo])le  outside  of  the  A.  T.  &  T. ;  but  the  Xew  York  and 
Xew  Jersey  Company,  more  than  50  per  cent,  was  held  by  the 
public,  and  in  the  up-State  companies  it  was  owned  by  stockholders. 
The  A.  T.  &  T.  Company  had  an  interest  in  those  companies,  but 
they  were  not  making  a  contract  only  w^ith  themselves  but  with  the 
companies  that  they  had  sub-licensed  the  territory. 

T3v  Vice  Chairman  Merrttt: 

Q.  They  haven't  changed  the  system  since  the  consolidation.? 
A.  Xo,  sir. 
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By  Mr.  Page: 

Q.  Or  since  they  bought  out  the  other  stockholders.  Originally 
they  were  not  the  American  Bell  Telephone  Company  ?    A.  Xo. 

Q.  That  is  true,  isn't  it  ?  Why  shouldn't  that  contract  be  wiped 
out  ?    A.  I  am  sure  it  is  not  for  me  to  say,  Mr.  Page. 

Q.  I  don't  expect  that  you  can  wipe  it  out  by  recommending  it; 
but  can  you  furnish  any  reason  why  it  should  not  be  wiped  out  ? 
A.  No,  sir. 

Q.  Can  you  think  of  any  reasonable  excuse  for  charging  the 
Xew  York  Telephone  Company  with  that  payment  ?  A.  They 
have  to  have  their  instruments,  and  have  to  have  their  instruments 
maintained,  and  I  think  the  operating  officials  such  as  Mr.  Bethell 
or  Air..  Thurber  will  answer  that  question  in  a  more  satisfactory 
way  than  I  could,  because  I  haven't  got  the  information. 

Q.  Don't  you  think  it  would  be  cheaper  for  them  to  buy  those 
instruments  and  own  them?  They  are  paying  every  year  about 
30  per  cent,  of  the  cost  of  them  ?  A.  Well,  I  think  others  more 
familiar  with  the  subject  might  give  reasons  that  I  couldn't  think 
of,  Mr.  Page,  why  the  present  — 

Q.  If  you  can  think  of  any  reasons  I  wish  you  would?  A. 
Well,  I  have  given  two.  Of  course  the  investment  cost  of  the 
instruments,  the  maintaining  of  those  instruments,  the  protection 
from  the  parent  company  in  patents  on  switchboards  and  other 
telephone  equipment,  all  is  covered  by  this  four  and  a  half  per 
cent,  as  I  understand  it. 

Q.  But  all  of  that  covering  does  not  leave  the  treasury  of  the 
stockholders  that  own  both  concerns.  It  is  not  a  payment  out  in 
anv  sense  of  the  word,  is  it?  How  about  that?  A.  I  see  your 
point,  sir;  but  I  don't  think  that  I  — 

Q.  Have  you  anything  to  say  in  answer  to  it?    A.  Xo,  sir. 

Q.  It  is  true,  isn't  it?  A.  I  don't  know  really  how  to  answer 
that  question. 

Q,  Do  you  say  that  it  is  not  true  ?  A.  Well,  I  wouldn't  like  to 
sav  that  it  is  not  true,  nor  that  it  is  true.  I  would  rather  not 
answer  it. 

Q.  Why  ?  A.  Because  I  don't  think  I  am  really  qualified  to 
answer  it. 
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Q.  Oh,  I  think  you  are.  You  are  the  auditor  of  the  company. 
You  are  very  familiar  with  its  bookkeeping  and  its  financial 
methods.     A.  Yes,  that  may  be. 

Q.  And  you  can  see  through  a  proposition  as  simple  as  that  is^ 
that  there  is  a  certain  four  and  a  half  per  cent,  of  the  gross 
revenues  of  the  New  York  Telephone  Company  that  does  not  leave 
the  treasury  of  the  stockholders  of  the  American  Telephone  and 
Telegraph  Company.    Is  that  true?    A.  That  is  quite  true. 

Q.  Nevertheless  it  is  charged  up  to  operating  expense?  A* 
True. 

Q.  Now  if  that  item  were  eliminated,  now  you  could  have  the 
present  situation  of  the  New  York  Telephone  Company  paying 
either  larger  dividends  or  giving  cheaper  service  to  the  people. 
Which  do  you  think  they  would  do  ?  A.  I  think  they  would  give 
cheaper  service  if  they  could. 

Q.  Suppose  you  reconamend,  then,  to  Mr.  Vail,  that  that  be 
wiped  out?    A.   (No  answer.) 

By  Vice  Chairman  Merbitt: 

Q.  I  would  like  to  inquire  right  here.  Something  has  been 
said  about  the  relations  between  Boston  and  New  York.  I  sup- 
pose this  four  and  one-half  per  cent,  shows  in  your  books  here? 
A.  That  payment  shows  in  our  books  here,  and  is  made  to  the 
Boston  office. 

By  Mr.  Page: 

Q.  Have  you  in  your  office  the  auditor's  books  of  the  companies 
that  came  into  the  consolidation  during  the  year  1909  ?  A.  I  have 
the  New  York  and  New  Jersey  Telephone  Company's  books.  The 
books  of  the  Central  New  York  and  of  the  companies  which  they 
took  in  are  at  Syracuse.  They  are  really  in  my  possession  as 
officer  of  the  company,  but  the  books  are  in  Syracuse.  They 
haven't  been  brought  down  here.  The  books  of  the  Buffalo  Com- 
pany were  here,  and  I  think  one  of  them  has  been  sent  up  again 
for  some  information  that  they  want  out  of  them. 

Q.  When  the  Committee  was  in  Buffalo,  as  I  recall  it,  we  were 
told  that  those  books  were  in  New  York  ?    A.  Yes,  sir. 
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Q.  And  now  we  meet  in  Xew  York  and  we  are  told  that  one 
of  them  was  sent  to  Buffalo.    A.  I  can't  say  positively. 

Q.  Any  connection  between  the  two  facts  ?  A.  Ko,  none  at  all. 
It  was  in  the  making  np  of  their  accounts  at  the  end  of  the  year 
that  they  required,  I  think  it  was  the  journal  —  anyway,  one  of 
the  books  was  sent,  and  whether  it  has  come  back  or  not  —  but 
thev  were  here. 

Q.  Can  you  prepare  a  statement  for  the  Committee  which  will 
show  the  exact  amount  which  has  been  paid  to  the  American  Tele- 
phone and  Telegraph  Company  for  the  year  1909  as  this  four  and 
a  half  per  cent,  commission  out  of  the  territory  of  Xew  York 
State  ?    A.  Yes,  sir,  I  can  tell  you  right  here. 

Q.  That  is  for  the  year  1909  ?    A.  Yes,  sir. 

Q.  That  includes  everything  from  Buffalo  to  the  Massachusetts 
line?    A.  $1,410,420.11. 

Q.  How  much  of  that  was  paid  for  the  Xew  York  city  territory  ? 
A.  Well,  that  is  all  merged. 

Q.  Any  way  of  separating  it?  A.  I  could  give  you  a  rough 
estimate  of  it,  yes. 

Q.  Well,  just  give  an  estimate?  A.  It  was  $714,502.20  in 
1908. 

Q.  That  is  for  the  Xew  York  territory?  A.  Yes,  sir.  Xow  I 
should  judge  that  $8,000  of  that  was  Xew  York  —  $800,000  of 
that  $1,410,000. 

Q.  Was  for  the  Xew  York  city  territory  ?  A.  Yes,  sir,  for  what 
comprised  the  old  Xew  York  Telephone  Company,  including 
AVestchester. 

Q.  Xot  including  Staten  Island  or  Long  Island,  Brooklyn  or 
Queens  or  any  of  that  territory  ?     A.  Xo,  sir. 

Bv  Vice  Chairman  Meebitt: 

Q.  Does  that  indicate  the  increase  in  business  in  that  period? 
A.  Yes. 

Bv  Mr.  Page  : 

Q.  Do  you  know  anything  about  the  rates  ?  Do  you  have  any- 
thing to  do  with  making  local  rates  here?  A.  Xo,  I  have  nothing 
to  do  with  the  making  of  rates,  Mr.  Page.  The  rates  are  reported 
to  me  as  changed,  and  I  carry  out  the  accounting  on  those  rates. 
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Q.  There  has  been  considerable  complaint  about  a  rate  of  ten 
cents  per  message  from  Xew  York  to  Brooklyn.  Is  it  true  that 
four  and  one-half  per  cent,  of  that  ten  cents  is  apparently  operat- 
ing expense  and  really  going  as  commissions  to  the  Boston  oflBce  ? 
A.  Four  and  one-half  per  cent,  on  all  revenue,  exchange  and  toll. 

Q.  In  the  gross  ?    A.  Yes,  sir,  in  gi*oss  revenue. 

Q.  There  was  someone  going  to  furnish  the  committee  some  in- 
formation —  I  don't  remember  what  witness  —  in  regard  to  the 
payment  of  the  operators  by  hotels.  Are  they  paid  by  the  hotels 
or  arc  they  paid  by  the  telephone  company  ?  A.  I  think  they  are 
paid  by  the  hotels  as  a  general  practice.^    There  may  be  — 

Q.  Paid  by  whom  ?    A.  Paid  by  the  hotels. 

Bv  Vice  Chairman  Merritt  : 

Q.  As  part  of  their  contract  with  the  company  ? 

Mr.  Page:  I  am  just  informed  that  Mr.  Thurber  has  that 
information. 

Q.  Does  your  company  pay  dividends  on  the  stock  that  repre- 
sents it  in  addition  to  this  four  and  a  half  per  cent  ?  A.  Yes,  on 
its  capital  stock. 

Q.  What  dividend?    A.  Eight  per  cent. 

Q.  After  charging  up  all  the  usual  bookkeeping  charges?  A. 
Yes,  sir. 

Q.  ITnder  how  many  headings  do  you  divide  your  charge  for 
operation  and  maintenance  and  so  on  as  a  bookkeeping  proposi- 
tion? A.  The  main  heads  are  about  six.  There  is  the  general 
expenses,  that  is,  the  administration  expenses.  Then  the  next  is 
the  operating  expenses,  \vhich  is  the  central  office  expense,  the 
traffic  expense  and  the  bookkeeping  expense  and  the  canvassing  and 
collecting.    All  of  that  is  considered  an  operating  expense. 

Q.  Salaries  of  officers  ?  A.  Well,  officers  in  connection  with 
those  departments,  yes.  Of  course  the  salaries  of  the  executive 
officers  is  a  general  expense  item.  But  the  salaries  of  the  com- 
mercial department  Avill  all  go  into  operating  expense,  the  salaries 
of  all  the  traffic  department,  and  of  the  auditing  department,  so 
far  as  it  relates  to  the  revenue  of  the  company.  So  far  as  it  relates 
to  the  general  accounting  it  will  go  to  the  general  expense.  Then 
we  have  the  maintenance  of  the  plant,  that  is  keeping  the  plant 
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in  serviceable  condition;  that  is  the  expense  of  the  plant  depart- 
ment in  the  maintaining  of  the  plant.  Then  we  have  those  rentals 
nnder  two  heads ;  the  rentals  to  the  American  Telephone  Company^ 
and  the  rentals  to  the  Empire  City  Subway  Company  for  our  sub- 
ways. Then  comes  the  insurance  expense  and  taxes.  That  makes 
up  the  general  headings.  Of  course  those  expenses  are  again  sub- 
divided in  many  subdivisions  geographically  and  also  done  into 
the  qualitative  account,  salaries  and  wages  and  all  that  sort  of 
thing.  But  as  presented  in  statements  of  this  sort  to  our  executive, 
it  is  made  up  under  those  main  heads. 

Q.  You  spoke  of  having  an  engineering  force  of  your  own.  Is 
that  an  engineering  force  that  goes  beyond  the  operation  of  your 
service?  A.  Oh,  yes,  it  is  an  engineering  force  that  takes  care  of 
all  our  construction  work. 

Q.  That  is  what  I  mean.  It  was  testified  to  sometime  early  in 
the  hearings,  I  don't  remember  by  whom,  in  reference  to  this  four 
and  one-half  per  cent,  proposition,  that  the  American  Telephone 
and  Telegraph  Company  rendered  some  service  of  an  engineering 
nature  in  the  way  of  possibly  the  study  of  the  intricate  questions 
involved  in  the  business  and  the  trying  out  of  devices  and  things 
of  that  sort?    A.  Yes. 

Q.  The  company  here  does  not  follow  that  sort  of  thing  at  all  ? 
A.  Oh,  no,  that  is  left  to  the  parent  company.  The  local  company 
just  has  an  engineering  force  for  itself  within  the  limits  of  its 
territory. 

By  Mr.  Page  : 

Q.  In  the  charging  up  of  maintenance  you  include  maintenance 
of  the  instruments  ?    A.  No. 

Q.  What  do  you  include  in  that  ?  A.  You  mean  on  the  instru- 
ment itself  ? 

Q.  Yes.  A.  It  does,  yes,  on  any  minor  repairs  to  the  instru- 
ment. Of  course,  when  the  instrument  is  practically  condemned! 
and  should  be  exchanged,  then  it  goes  back  to  Boston  for  exchange  i 

Q.  And  then  they  send  you  a  new  one  ?    A.  Yes. 

Q.  But  any  minor  repairs  made  on  the  instrument  during  it> 
life  of  service,  you  make  that?    A.  Yes,  sir. 

Q.  And  charge  that  to  maintenance,  is  that  right  ?    A*  Yes. 
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By  Vice  Chairman  Mebbitt: 

Q.  Do  you  pay  any  expenses  in  connection  with  the  subway 
service  except  the  Bent  to  the  subway  company?  A.  Xo,  sir,  we 
pay  rental  to  the  subways  as  do  other  tenant  companies  in  the 
subways. 

Q.  You  have  no  expense  there?  A.  Not  in  the  Empire  City 
subways.    We  have,  of  course,  subways  of  our  own. 

Q.  Of  course  those  you  have  to  maintain  ?  A.  Yes ;  but  in  New 
York  city  our  subways  are  owned  by  the  Empire  City  Subway 
Company. 

Q.  And  your  entire  expense  there  is  the  rental?  A.  Is  the 
rental. 

By  Mr.  Page: 

Q.  Who  owns  the  subways  in  Albany?  A.  I  think  the  old 
Hudson  River,  now  the  Xew  York. 

Q.  Is  that  true  of  Syracuse  or  is  there  a  separate  subway  com- 
pany? A.  There  are  no  separate  subway  companies  except  in 
Xew  York  as  far  as  I  know. 

Q.  In  regard  to  the  income  from  the  long  distance  business  that 
Mr.  Moister  spoke  of  this  morning,  you  remember  that  he  said 
that  the  share  of  the  Xew  York  Telephone  Company  was  about 
$900,000  ?    A.  Yes,  sir. 

Q.  But  that  the  A.  T.  &  T.  paid  certain  expenses  amounting  to 
about  $450,000  ?    A.  Yes. 

Q.  And  that  you  received  the  difference,  amounting  to  another 
$450,000?    A.  Yes. 

Q.  In  making  your  report  of  gross  earnings  to  the  State  comp- 
troller, which  of  those  items  do  you  report,  the  $450,000  or  the 
$900,000  ?  A.  We  report  —  I  am  inclined  to  think  that  we  re- 
port the  amount  that  we  receive  from  them. 

Q.  The  $450,000  ?    A.  Yes. 

Q.  Xot  the  $900,000  ?    A.  Xot  the  $900,000. 

Q.  W'hat  was  the  capital  stock  of  the  Metropolitan  Telephone 
and  Telegraph  Company  at  the  time  of  the  taking  over  in  189G  — 
wasn't  it  in  1896  that  was  taken  over?  A.  1896?  I  have  for- 
gotten  what  that  was.     The  amount  of  stock  that  we  issued  to 
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take  over  the  property  of  the  Metropolitan  —  the  stock  in  point 
of  the  Xew  York  — was  $12,000,000. 

Q.  How  much  diil  you  take  over  for  that  i  You  exchanged  that 
for  the  stock  of  the  other  company,  didn't  you  —  that  and  the 
Westchester  ?     A.  Yes. 

Q,  \\'hat  Avas  the  united  capital  stock  of  the  Metropolitan  and 
the  Westchester  Companies?  A.  I  couldn't  remember  what  that 
was. 

ii.  Well,  about  how  much?  Was  the  exchange  made  on  the 
basis  of  par  for  par  (  A.  I  think  the  Westchester  Telephone  Com- 
pany was  taken  in  at  a  valuation  of  $1,000,000  and  the  Xew  York 
at  $11,000,000,  as  I  recollect  it. 

Q.  What  was  their  outstanding  capital  stock?  A.  I  can't  re- 
member that. 

Q.  It  was  an  exchange  ?  A.  AYe  purchased  the  property  of  both 
of  those  companies. 

Q.  It  was  a  purchase  outright?    A.  Y^es. 

Q.  So  that  it  was  a  conveyance  of  the  tangible  property  of  the 
old  companies  to  the  new  ?    A.  That  is  as  I  remember  it,  yes,  sir. 

Q.  And  the  stock  of  the  new  company  was  turned  over  to  the 
old  companies?    A.  Y'es,  sir. 

Q.  And  they  divided  that  up  among  their  stockholders  and  dis- 
solved the  old  company  ?    A.  That  is  my  belief. 

Q.  How  much  did  the  stockholders  of  the  old  companies  get  of 
that  stock  of  the  new  for  each  share  that  they  surrendered  when 
the  division  came  ?  A.  I  am  not  prepared  to  answer  that  because 
it  is  beyond  my  recollection.    I  can  get  it  for  you. 

Q.  Can  you  get  some  information  in  regard  to  that?  A.  I 
think  so.     I  think  1  can  get  that  information. 

Q.  When  was  it  that  the  New  Y'^ork  Telephone  Company  first 
ca])italized  its  surplus?  A.  I  think  about  1900  or  1901.  I  think 
I  have  got  the  figures  somewhere  here  that  will  show  that.  In 
this  report  it  says,  "  During  the  above  period  between  the  year 
1890  and  1904  extra  dividends  aggregating  $4,000,000  were  de- 
clared and  paid  in  cash."  I  think  that  refers  to  the  $3,000,000 
surplus. 

Q.  Those  extra  dividends  were  paid  in  cash,  weren't  they?  A. 
Yes,  sir. 


I 


No.  38.]  1015 

Q.  They  capitalized  their  surplus,  didn't  they,  at  one  time? 
A.  They  capitalized  their  surplus  I  think  somewhere  in  the  year 
1901.     There  was  $3,000,000  of  surplus  put  into  the  capital. 

Q.  And  the  capital  stock  prior  to  that  time  was  how  much  ?  A. 
I  couldn't  tell  you  that  offhand.  The  capital  stock  was,  I  think  — 
there  were  two  or  three  or  four  increases,  and  I  have  forgotten  just 
what  years  they  took  place  in.  There  was  one  increase  to 
$16,000,000  and  another  to  thirty.  Whether  it  was  at  that  time 
thirty  I  am  not  prepared  to  say. 

Q.  One  of  those  increases  they  sold  the  stock  for  140  a  share, 
didn't  they?  A.  Oh,  no,  there  has  been  no  stock  of  the  New 
York  Telephone  Company  sold  at  140  a  share  until  this  last  sale 
in  the  purchase  of  those  other  companies  where  the  stock  was  in- 
creased from  fifty  to  eighty-five  millions.  Then  that  additional 
stock  was  sold  at  140  a  share  above  fifty  millions;  but  all  stock 
up  to  fifty  millions  was  par. 

Q.  What  was  the  effect  of  the  selling  of  that  stock  for  140  a 
share?  Does  that  create  a  surplus  of  $40?  A.  No,  it  does  not 
create  a  surplus,  because  $30,000,000  of  that  additional  $85,- 
000,000  was  sold  to  pay  for  the  purchase  of  the  New  York  and 
New  Jersey  stock  at  140.  It  didn't  increase  the  surplus.  What  we 
got  from  the  New^  York  went  into  surplus  account,  and  the  pre- 
iiiiuni  we  paid  on  the  New  York  and  Jersey  was  taken  out  of  sur- 
plus so  that  the  difference  was  $2  a  share,  which  represented  the 
October  dividend. 

Q.  Was  there  any  change  in  the  surplus  account  as  the  result 
of  the  acquisition  of  the  Buffalo  Bell  and  the  Central  New  York 
properties  ?  A.  No,  sir,  there  was  no  change  through  any  of  the 
purchases  or  mergers  of  those  companies  in  the  surplus  account. 
The  property  of  the  Hudson  River,  and  the  New  York  and  Penn. 
were  depreciated  at  the  time  of  the  purchase  of  those  notes  for 
87  1/2,  and  the  purchase  of  the  stock,  and  when  the  Bell  of 
Buffalo  came  in  later  the  premium  that  we  got  for  the  New  York 
Telephone  Company's  stock  sold  to  pay  for  the  Bell  of  Buffalo  at 
140,  that  $40  was  put  into  depreciation  reserve  and  also  the  dif- 
ference between  97  1/2  and  7  on  the  Buffalo  stock  was  put  into 
depreciation  reserve.  The  purchase  of  Buffalo  at  93  1/2,  we  prac- 
tically depreciated  the  Buffalo  plant  to  that  extent,  but  we  were 
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not  ready  at  that  time  to  make  a  study  of  where  that  plant  should 
be  depreciated,  so  we  put  it  into  reserve  and  depreciation. 

Q.  Do  you  understand  that  the  Buffalo  plant  has  always  been 
profitable  ?  A.  I  think  it  is  the  general  impression  that  the  Buffalo 
plant  has  never  been  properly  depreciated.  If  it  had  been,  it 
would  not  have  been  able  to  pay  its  six  per  cent,  dividends. 

Q.  Now,  will  you  answer  my  question  ?    A.  Well  — 

Q.  You  don't  think  anything  is  profitable  unless  it  pays  6  per 
cent.  ?  A.  Apparently  it  was  profitable  because  it  was  paying  6 
per  cent. 

Q.  But  you  say  it  should  not  ha^'e  paid  6  per  cent.  ?  A.  I 
don't  think  it  had  charged  sufficient  to  its  depreciation,  conse- 
quently I  think  — 

By  Vice-Chairman  Mereitt: 

Q.  It  didn't  keep  the  plant  up?  A.  It  didn't  keep  the  plant 
up,  and  we  have  wiped  out  that  by  the  purchase  at  a  discount  and 
the  sale  of  our  stock  at  a  premium  to  pay  for  it. 

Q.  You  have  got  to  put  it  in  shape  ?  A.  We  have  got  to  put  it 
in  shape,  yes,  sir. 

By  Mr.  Page: 

Q.  If  it  had  paid  5  per  cent,  properly,  would  you  have  con- 
sidered that  was  profitable?  A.  I  don't  think  that  a  company 
paying  5  per  cent,  is  profitable ;  no,  sir. 

Q.  You  don't  think  that  is  profitable  after  charging  off  every- 
thing proper  for  maintenance,  repairs,  depreciation,  reser^-e  ami 
all  that  sort  of  thing  —  that  is  not  profitable  ?    A.  I  don't  think  so. 

Q.  You  wouldn't  say  it  was  doing  business  at  a  loss?  A.  I 
wouldn't  say  it  was  doing  business  at  a  loss ;  no,  sir. 

Q.  Just  struggling  along?  A.  Well,  I  don't  think  you  wouM 
be  able  to  sell  much  stock  to  the  public  in  a  corporation  that  was 
only  earning  5  per  cent. 

Q.  I  don't  expect  to  ever  try.  But  if  proper  charges  were 
made  as  indicated,  the  public  service  corporation  would  he  on  a 
pretty  good  business  basis,  wouldn't  it  ?  A.  Some  of  them ;  yes, 
sir. 
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Q.  It  would  be  as  reasonably  secure  as  most  any  ordinary  busi- 
ness; but  you  have  become  so  accustomed  to  large  profits  here 
in  the  New  York  Telephone  Company  that  5  per  cent,  isn^t  inter- 
esting?   A.   (No  answer.) 

Vice-Chairman  Meekitt:  The  Committee  will  adjourn  until 
11  o'clock  to-morrow  morning. 

Adjourned  to  February  26,  1910,  at  11  a.  m. 


EIGHTEENTH  PUBLIC  SESSION 


Aldermanic  Chamber,  City  Hall, 

New  York,  February  20,  1910  — 11  a.  m. 

Present  —  Hon.  Edwin  A.  Merritt,  Jr.,   V ice-Chairman. 
Hon.  John  Kissel. 
Hon.  Thomas  B.  Cauqhlan. 


E.  J.  Page,  Esq., 

Odell  R.  Blair,  Esq.,  Y  Counsel. 

Hon.  J.  Bennett  Southard, 


U.  X.  Bethell,  recalled: 

By  Mr.  Page: 

Q.  Mr.  Bethell,  when  you  testified  before  the  Committee  at  a 
former  hearing  yonr  official  position  in  the  Xew  York  Telephone 
Company  Avas  what  ?    A.  Vice-president  of  the  company. 

Q.  And  yonr  position  now  is  what?  A.  President  of  the  com- 
pany. 

Q-  And  at  the  last  hearing  at  which  you  were  a  witness  there 
was  some  suggestion  in  regard  to  an  explanation  of  the  various 
local  rates  in  Greater  Xcav  York  —  that  is,  the  Interborough 
rates  and  that  sort  of  thing.  Will  you  explain  that  ?  A.  I  will. 
I  promised  you  certain  papers  at  the  last  hearing.  Would  you 
like  those  now  or  later  ? 

Q.  Yes,  now,  if  you  have  them.  I  don't  know  as  there  is  any- 
thing to  go  in  evidence;  I  don't  know  but  what  there  will  be. 
A.  You  ask  for  a  statement  showing  the  dividends  of  the  various 
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companies  now  forming  the  Xew  York  Telephone  Company,  or 
rather  whose  properties  were  acquired  by  the  Xew  York  Company, 
and  I  here  supply  you  with  such  a  statement,  showing  the  divi- 
dends of  the  Xew  York  and  Xew  Jersey  Telephone  Company, 
the  Bell  Telephone  Company  of  Buffalo,  the  Central  Xew  York 
Telephone  and  Telegraph  Company,  the  Hudson  River  Telephone 
Company,  the  Xew  York  and  Pennsylvania  Telephone  and  Tele- 
graph Company,  and  the  Empire  State  Telephone  and  Telegraph 
Company. 

Mr.  Page  :   Just  mark  that,  please. 
(Statement  marked  Exhibit  64.) 

Q.  The  statement  that  you  have  just  referred  to  is  the  state- 
ment which  has  been  marked  Exhibit  64  ?    A.  It  is. 

Q.  And  that  shows  the  year  of  the  dividend,  the  outstanding 
of  the  capital  of  the  company  referred  to,  the  rate  of  dividend, 
and  the  total  amount  ?    A.  It  does. 

Q.  As  to  each  company  for  a  period  how  long  —  from  the  date 
of  the  organization  of  the  company?  A.  It  runs  back  to  1883,  in 
the  Xew  York  and  Xew  Jersey. 

Q.  That  was  about  the  time  of  the  formation  of  that  company  ? 
A.  Yes,  about  the  time;  1881  for  the  Bell  of  Buffalo. 

Q.  That  was  about  two  years  after  the  forming  of  that  com- 
pany? A.  To  my  best  recollection  it  was,  yes.  Back  to  1883  for 
the  Central  Xew  York  Telephone  and  Telegraph  Company. 

Q.  And  that  was  about  a  year  after  the  forming  of  that  com- 
pany ?  A.  To  my  best  recollection  it  was.  Back  to  1883  for  the 
Xew  York  and  Pennsylvania  Telephone  and  Telegraph  Company. 

Q.  And  the  same  is  true  of  that,  is  it  not  ?  A.  Yes,  sir.  And 
back  to  1881  for  the  Empire  State  Telephone  and  Telegraph  Com- 
pany. 

Q.  And  that  was  about  the  time  of  the  formation  of  that  com- 
pany ?    A.  Yes,  sir. 

Q.  And  about  the  second  year  of  its  business?  A.  About  the 
second  year  of  its  business,  yes,  sir.  I  also  hand  you  a  statement 
as  requested  respecting  the  legal  status,  or  a  statement  of  our 
rights  to  operate  as  a  telephone  company  in  the  public  streets  and 
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highways  of  the  city  of  Xew  York,  with  a  niemoranduin  respect- 
ing same. 

Q.  That  is,  in  regard  to  your  franchise  rights  here  ?  A.  Fran- 
chise rights,  yes,  sir. 

Q.  Do  you  claim  that  the  franchise  rights  of  the  Xew  York 
Telephone  Company  are  exclusive?  A.  That  is  a  legal  question 
on  which  I  would  have  to  take  advice;  but  my  opinion  now  is 
that  we  do  not  make  any  such  claim. 

Q.  You  do  not  ?    A.  No,  sir. 

Mr.  Page  :   Will  you  mark  that  for  identification  ? 

(Statement  marked  Exhibit  65  for  identification.) 

Q.  It  is  true,  is  it  not,  that  you  have  used  all  legal  and  lawful 
means  to  prevent  the  entry  of  any  competitive  company  into  the 
city?  A.  By  legal  and  lawful  means  you  do  not  refer  to  any 
applications  to  courts,  but  to  the  bringing  out  of  public  senti- 
ment, where  such  sentiment  existed,  against  an  expression  of  the 
views  of  the  public  at  hearings  —  public  hearings.  If  that  is 
what  you  mean  I  would  say  yes,  we  have  used  all  proper  means 
to  avoid  a  second  telephone  company,  as  we  believe  it  is  not  only 
to  our  interest,  but  to  the  public  interest  to  have  but  one  telephone 
company  in  the  city  of  New  York. 

Q.  Now,  applying  the  question  to  the  other  method  of  prevent- 
ing competition  —    A.  What  other  method  ? 

Q.  By  means  of  suits  and  injunctions;  have  you  ever  brought 
or  caused  to  be  brought  any  injunction  suit,  or  any  other  suit,  to 
prevent  the  entry  of  a  competitive  company  into  this  field?  A. 
My  recollection  is  that  the  New  York  Telephone  Company  has 
never  made  any  such  attempt.  Application  has  been  made  by 
other  companies  desiring  to  operate  here  to  get  subway  facilities, 
and  if  they  have  not  been  properly  authorized  to  operate  telephone 
plants  here,  in  the  judgment  of  the  subway  company,  that  com- 
pany has  refrained  from  assigning  space  to  them,  and  in  one  or 
two  cases  —  in  one  case  the  city  itself  has  intervened. 

Q.  To  prevent  the  coming  in  of  another  company  ?  A.  Yes, 
sir. 

Q.  You  say  that  are  not  properly  authorized  ?    A.  Yes,  sir. 

Q.  And  in  using  that  expression  you  mean  ?  A.  They  have  no 
legal  right  to  do  it. 
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Q.  That,  in  the  opinion  of  the  oflScers  of  the  subway  company^ 
they  were  not  properly  authorized  ?  A.  Yes,  in  the  opinion  of  the 
subway  company  —  the  oflScers  of  the  subway  company,  as  ad- 
vised by  their  counsel. 

Q.  And  the  subway  company  has  been  a  defendant  in  some 
litigations  brought  by  outside  companies  who  were  endeavoring 
to  gain  an  entry  into  the  New  York  field  ?    A.  It  has. 

Q.  How  many  such  suits  have  been  brought?  A.  Well,  I 
could  not  state  from  recollection.  It  would  be  a  very  easy  mat- 
ter to  have  a  full  memorandum  and  record  compiled  for  you.  We 
would  be  very  glad  to  do  so  if  you  wish  it  done. 

Q.  There  have  been  several  suits  of  that  kind  brought,  have 
there  not  ?    A.  There  have  been  suits. 

Bv  Viee-Chairnian  Merritt: 

Q.  Are  they  pending  or  determined?  A.  Some  are  pending 
and  some  are  determined.     I  am  not  sure  that  there  are  anv 

mi 

pending  in  which  the  Empire  Company  is  a  party  at  this  time. 
I  believe,  though,  there  is  one;  but  I  would  have  the  statement, 
if  made,  cover  both  the  suits  that  are  concluded  and  those  that 
are  pending;  a  full  record  and  a  full  memorandum  in  regard  to  it. 

Bv  Mr.  Page: 

Q.  Have  there  been  any  suits  brought  to  test  the  question  of 
the  right  of  an  outside  company  to  come  into  Xew  York  and  do 
a  telephone  business,  to  which  neither  the  Empire  City  Subway 
Company  or  the  Xew  York  Telephone  Company  have  Wen  a 
party,  but  in  which  they  have  been  interested  indirectly?  A.  I 
could  not  state  that  there  have  been  none  of  that  character;  there 
may  have  been,  which  I  do  not  happen  to  recall  at  the  moment. 
I  will  sav  that  if  vou  desire  the  memorandum  made,  I  shall  lie 
glad  to  have  it  cover  that  point  also. 

Mr.  PA(iK:  What  is  the  opini(m  of  the  Chairman  in  regard  to 
that  ? 

Vice-Chairman  Merritt:  I  think  it  would  be  a  goml  thing 
to  have  among  the  exhibits,  a  brief  one,  not  a  voluminous  one;, 
that  covers  the  history  of  the  litigation  that  has  heor\. 
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The  WiT>^ESs:  I  understand  you;  a  history  of  the  litigation^ 
briefly. 

Vice-Chairman  Merritt:   Yes. 

The  Witness:  And  covering  not  only  concluded  but  j)ending^ 
cases,  whether  the  New  York  Company  or  the  subway  company 
have  been  interested  or  not, 

Mr.  Page:  Yes. 

The  Witness  :  Yes,  sir. 

Q.  And  if  the  litigation  has  been  concluded,  state  what  the- 
result  of  the  litigation  was  ?  A.  That  would  naturally  be  a  part 
of  the  memorandum;  yes,  certainly. 

Q.  There  was  something  else,  wasn't  there?  A.  You  asked 
me  to  obtain  from  the  secretary  of  the  Western  Union  Telegrapk 
Company  the  date  on  which  the  so-called  Gould  stock  was  trans- 
ferred on  the  books  of  the  company.  I  have  asked  the  secretary^ 
of  that  company,  and  he  tells  me  that  the  transfer  was  made 
November  16,  1909. 

Q.  That  is,  the  transfer  of  the  Western  Union  stock  i  A.  Yes,, 
that  was  the  transfer  of  the  Western  Union  stock,  which  the 
A.  T.  and  T.  Company  acquired. 

Q.  And  that  was  transferred  to  the  A.  T.  and  T.  Company? 
A.  He  does  not  give  that  information ;  I  think  it  was  transferred 
to  the  A.  T.  and  T.  Company,  or  a  subsidiary  company,  and  my 
recollection  is  that  it  was  to  a  subsidiary  company. 

Q.  What  is  the  name  of  that  company  ?  A.  My  recollection 
is  that  it  is  the  Atlantic  and  Pacific  Telephone  and  Telegraph 
Company. 

Q.   Is  that  an  operating  company  i    A.  Xo,  sir. 

Q.  And  where  is  it  organized  i  A.  I  don't  know  that  I  over 
knew  where  it  was  organized. 

Q.  Do  you  know  whether  or  not  it  is  a  Xew  York  corporation?' 
A.   I  do  not  think  it  is  a  New  York  corporation. 

Q.  Do  you  know  what  the  capital  stock  of  it  is?  A.  Xo,  sir, 
I  do  not. 

Q.  Do  you  know  the  object  of  forming  this  corporation?  A. 
Xo.  3Iy  understanding  is  —  I  have  no  knowledge  on  the  ])oint 
—  mv  understanding  is  that  this  is  a  corporation  that  has  been 
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in  existence  for  some  time.  What  its  other  holdings^  if  any,  are 
I  have  no  knowledge  whatever.  I  understand  that  it  is  a  mere 
matter  of  convenience  that  the  stock  was  transferred  to  that  com- 
pany. 

Q.  That  is,  the  Atlantic  and  Pacific  Telephone  Company  was 
organized  a  long  time  ago  for  a  holding  company?  A.  I  could 
not  say  what  its  original  purpose  was,  but  I  take  it  it  had  the 
right  and  power  to  hold  this  stock,  and  as  a  mere  matter  of  con- 
venience it  was  transferred  to  that  company  to  be  held  by  it  for  the 
account  of  the  A.  T.  and  T.  Company. 

Q.  Do  you  know  who  owns  the  stock  of  the  Atlantic  and  Pacific 
Telephone  Company?  A.  I  have  no  definite  —  what  you  might 
call  definite  —  knowledge  on  that  point. 

Q.  But  in  a  general  way?  A.  This  is  more  assumption  than 
anything  else ;  I  should  assume  the  American  Telephone  and  Tele- 
graph Company  holds  it. 

Q.  And  the  value  of  the  Gould  stock,  so  called,  that  was  trans- 
ferred to  that  company  on  November  16,  1909,  was  how  much? 
A.  That  I  haven't.  You  asked  me  another  question  about  the 
other  stock ;  I  want  to  correct  — 

Q.  Do  you  remember  the  number  of  shares  there  were?  A. 
Xo,  sir,  I  do  not  remember  that. 

Q.  It  was  stock  having  a  par  value  somewhere  in  the  neigh- 
borhood of  $24,000,000  or  $25,000,000,  wasn't  it?  A.  Xo:  you 
are  confusing  that  with  the  stock  that  I  testified  about;  the  stock 
of  the  Xew  York  Telephone  Company  which  was  acquired  from 
the  Western  Union  Company;  and,  by  the  way,  I  would  like  to 
correct  the  record  slightly  on  that  point,  because  in  looking  it 
over  I  found  that  I  stated  it  was,  or  the  stenographer's  notes  shotr 
that  I  stated  there  were  10,000  shares.  I  should  have  saiii 
160,000  shares;  the  amount  involved,  about  $24,000,000,  was  cor 
rcctlv  stated;  but  the  number  of  shares  was  incorrectlv  statoti: 
the  exact  nuuibor  was  162,218.  That  was  the  stock  of  the  Xrw 
York  Telephone  Company  which  the  Western  Union  hehl  and 
which  the  A.  T.  and  T.  Company  l)ought  from  the  Western  Union. 

Q.  What  was  the  date  of  the  transfer  of  that  stock?  A.  The 
date  of  that  was  —  the  stenographer's  notes  were  in  error  there : 
it  said  Xovembor,  when  it  should  have  been  Septeml)cr.     I  have 
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here  a  copy  of  the  letter,  which  you  may  have  if  you  like,  from 
me  to  Colonel  Clowry,  dated  September  7th,  making  an  offer  for 
that  stock  and  first  stating  what  it  would  be  necessary  for  the 
Western  Union  Company  to  do  as  a  stockholder  of  the  New  York 
Company  in  carrying  out  this  plan  and  bringing  the  companies 
together,  which  I  outlined  in  my  testimony.  In  fact,  to  take  the 
Western  Tnion's  allotment  of  Xew  York  stock  would  have  re- 
quired about  $18,000,000,  and  they  were  in  no  condition,  so  they 
said,  to  put  up  $18,000,000  of  new  money;  so  that  is  what  led  to 
the  purchase  of  their  stock.  In  this  letter  I  made  an  offer,  roughly, 
of  $140  per  share,  and  stated  the  terms  on  which  we  would  take 
it.  They  referred  the  matter,  on  the  10th  of  September,  to  Kuhn, 
Loeb  &  Co.  to  negotiate  in  their  behalf,  and  I  then,  having  pre- 
viously talked  with  Colonel  Clowry  and  Mr.  Jacob  Schiff  in 
regard  to  the  matter,  took  it  up  with  Kuhn,  Loeb  &  Co.,  and  the 
deal  was  closed,  to  my  best  recollection,  on  the  13th  of  September, 
and  the  stock  was  transferred  on  the  15  th  of  September. 

Q.  Now,  was  that  transaction  a  part  of  the  transaction  of  buy- 
ing the  Gould  interests  in  the  Western  Union?  A.  It  had  no 
connection  with  it,  I  think ;  it  was  an  entirely  independent  trans- 
action. 

Q.  And  was  completed  before  the  negotiations  for  the  other 
transaction  were  commenced  i  A.  That  I  cannot  say,  and  did  not 
mean  to  infer.  You  asked  me  the  date  on  which  the  transfer  was 
made.  That  I  have  given  you.  I  had  nothing  whatever  to  do 
with  the  negotiations  with  Mr.  Gould.  In  fact,  I  may  say  that 
I  never  had  the  pleasure  of  meeting  Mr.  Gould  until  about  the 
middle  of  November;  although  he  and  I  were  on  the  same  board 
of  directors  for  some  time,  he  was  rather  irregular  in  his  attend- 
ance; at  least,  I  never  met  him  until  that  time,  so  that  is  really 
all  the  information  I  can  give  you  on  that  topic. 

Q.  So  that  the  fact  that  one  block  of  stock  was  transferred  in 
September  and  the  other  in  November  is  not  really  any  indication 
that  the  two  sets  of  negotiations  were  not  going  along  at  the  same 
time  ?  A.  It  is  not  conclusive  on  that  point,  but  I  have  given  you 
the  facts. 

Q.  Do  you  know  whether  or  not  the  Western  Union  stock  was 
held  for  some  time  by  the  A.  T.  and  T.  Company  or  its  repre- 
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sentatives  before  it  was  transferred  on  the  books  of  the  Western 
Union  ?    A.  I  think  it  was. 

Q.  And  can  you  tell  for  about  how  long  ?  A.  No,  I  cannot  tell 
you  exactly. 

Q.  Just  in  general  terms  —  not  the  date,  I  don't  expect  you 
can?  A.  You  had  better  ask  Mr.  Vail  about  that,  because  he 
knows  it  all. 

Q.  Unfortunately,  he  is  not  here  ?    A.  He  will  be  here. 

Q.  When?  He  is  not  in  town  now,  is  he?  A.  He  was  here 
last  week ;  he  will  be  here  this  next  week. 

Q.  What  day?  A.  Wednesday,  I  think.  I  would  not  be  posi- 
tive, but  he  usually  comes  on  Wednesdays  and  stays  usually  until 
Friday. 

Q.  Wednesday  ?  That  is  a  legislative  day ;  the  Committee  can- 
not be  here.  A.  He  will  be  here  at  anv  time,  and  I  had  rather  he 
speak  as  to  that,  because  that  is  his  affair  and  not  mine  in  any 
way  at  all. 

Mr.  Page  :   Will  you  mark  this  letter  for  identification  ? 

(Letter  referred  to  marked  Exhibit  66  for  identification.) 

The  Witness:  Xow,  I  think  that  is  all  you  asked  for,  Mr. 
Page.    Do  you  want  to  question  me  on  this  4l/>  per  cent,  business? 

Q.  I  wanted  to  get  through  with  the  rates  down  here  first 
A.  Oh,  all  right. 

Q.  You  stated  a  little  time  ago  that  the  reason  for  the  sale  was 
the  inability  of  the  Western  Union  to  take  its  allotment  of  the 
new  stock  of  the  Xew  York  Telephone  Company.  Won't  you 
explain  that  a  little  more  fully?  A.  As  I  explained  in  my  pre- 
vious testimony,  the  plan  of  bringing  the  various  companies  to- 
gether was  that  the  Xew  York  Telephone  Company  should  own 
the  properties,  all  the  properties  —  acquire  all  the  properties  of 
other  companies  operating  in  Xew  York  State  and  northern  Xew 
Jersey.  To  get  the  money  to  pay  for  those  proi)erties  it  was 
necessary  for  the  Xew  York  Comi)any  to  sell  its  stock.  Xow,  to 
avoid  any  even  apparent  fictitious  increase  of  capital,  the  Xew 
York  Company  sold  its  st(x;k,  not  at  par,  but  at  $140  per  share. 
The  Xew  York  Company  had  indirectly  traded  for  the  Xew  York 
juid  New  Jersey  stock  one  share  of  A.  T.  and  T.  stock  for  one 
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share  of  New  York  and  Xew  Jersey.  At  that  time  the  market 
was  about  140,  and  in  order  to  make  that  trade  and  the  other 
trades  for  the  up-State  stocks,  which  I  outlined  in  my  previous 
statement,  they  had  to  buy  A.  T.  and  T.  Company  shares  at  140 ; 
so  to  make  the  three  sides  of  this  transaction  equal  they  issued 
their  own  stock  to  raise  cash  at  $140  per  share.  Now,  the  amount 
of  stock  required  for  this  purpose  was  between  $35,000,000  and 
$36,000,000,  and  as  the  Western  Union  Company  held  about, 
roughly,  one-third  of  the  stock,  it  would  have  to  take  these  new 
shares,  and  its  allotment  would  have  required  it  to  pay  in  in  cash 
about  $18,000,000;  and  the  Western  Union  said  they  were  not 
in  condition  to  do  that.  Thereupon,  I  offered  to  buy  their  stock, 
and  from  that  time  on  it  was  a  question  of  agreeing  on  a  price. 
They  said  they  were  willing  to  sell  it  at  a  fair  price,  and  we  agreed 
on  the  price,  and,  as  I  stated  previously,  we  paid  about  $150  per 
share. 

Q.  What  was  it  exactly  that  you  paid;  that  is,  per  share  — 
what  was  the  amount  ?  A.  The  price  was  $150  per  share,  but 
there  was  an  adjustment  of  dividend  in  there,  you  see.  The  price 
to  the  Western  Union  was  $150  a  share  flat,  and  then  there  was  an 
adjustment  on  accrued  dividends,  and  the  commissions,  and  so 
on ;  that  made  it  about  —  oh,  I  should  say  it  stood  us  $151.50  a 
share,  or  in  that  neighborhood. 

Q.  That  is,  you  gave  them  their  share  of  the  earnings?  A. 
!From  the  beginning  of  the  current  quarter. 

Q.  From  the  last  dividend  up  to  the  time  of  the  transaction? 
A.  Yes.  I  don't  know  that  I  should  say  that  we  gave  that  to 
them,  but  that  is  the  way  we  figured  it  —  the  whole  cost  to  us 
of  that  purchase.    We  took  that  accrued  dividend  — 

Q.  If  it  did  not  go  to  them,  who  did  it  go  to?  A.  Well,  they 
got  the  $150,  and  the  brokers,  Kuhn,  Loeb  &  Co.,  got  whatever 
commission  was  paid.  We  did  not  pay  anybody  else.  Xobody 
got  any  commission  out  of  it  other  than  Kuhn,  Loeb  &  Co. 

Q.  The  firm  of  Kuhn,  Loeb  &  Co.  had  a  commission  on  the 
transaction  ?    A.  A  banker's  commission,  yes,  sir. 

Q.  In  round  numbers,  what  would  that  amount  to?  A.  What 
did  their  commission  amount  to? 
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Q.  Yes;  that  is,  on  the  sale  of  the  Xew  York  Telephone  Com- 
pany stock  ?    A.  The  sale  of  the  Xew  York  telephone  stock  ? 

Q.  Yes.  A.  I  think  the  papers  will  show  that  commission,  Mr. 
Page.    I  am  not  positive. 

Q.  Does  this  letter  show  it  i  A.  No,  that  letter  would  not  show 
it.  That  is  a  matter  between  the  Western  Union  and  Kuhn,  Loeb 
Co.,  and  if  you  have  no  objection  I  would  prefer  you  would  ask 
Kuhn,  Loeb  &  Co.  about  that. 

Q.  It  is  not  worth  while  to  subpoena  Kuhn,  Loeb  &  Co.  here 
for  it.  If  you  know,  I  would  like  you  to  state  it  ?  A.  I  think  it 
was  2V^  per  cent. 

Q.  On  the  gross  amount  paid  ?  A.  No ;  on  the  par  value  of  the 
stock. 

Q.  Based  on  the  par  value  ?    A.  Yes,  sir. 

Q.  Not  including  the  premium  ?    A.  No. 

Q.  So  it  was  $2.50  a  share?    A.  Something  like  that,  yes,  sir. 

Q.  Was  there  anything  in  the  by-laws  of  the  New  York  Tele- 
phone Company  which  compelled  a  stockholder  to  take  his  pro  rata 
share  of  any  increase  of  stock  or  else  give  up  his  holdings  at  their 
market  value  ?  A.  No,  there  was  nothing  in  the  by-laws.  There 
is  no  statute  on  the  subject,  but  the  decisions  have  been  that  the 
stockholder  has  the  right,  as  you  know  bettor  than  I  — 

Q.  Don't  say  that.  A.  —  to  subscribe  to  stock  that  is  issued 
under  such  circumstances,  and  the  Westeni  L^nion,  of  course, 
had  the  right  as  a  stockholder  to  subscribe  for  this  stock  or  to  soil 
its  right  if  it  did  not  care  to  subscribe. 

Q.  That  is,  they  had  the  right  to  take  their  pro  rata,  but  there 
was  no  reason  why  they  should  be  compelled  to  sell  out  if  they 
did  not  take  it?  A.  Not  at  all.  They  had  the  right  to  subscribe 
for  that  stock.  They  did  not  have  the  right  to  buy  it  at  par. 
They  had  the  right  to  buy  it  at  whatever  price  the  directors  offered 
to  sell  it  at;  that  is,  to  subscribe  for  their  pro  rata.  Now,  the 
directors  fixed  the  price  of  140,  and  they  were  unwilling  to  take 
that  stock  at  that  price,  because,  as  I  say,  $18,000,000  was  not  an 
easy  sum  to  raise  just  at  that  time. 

Q.  It  isn't  at  any  time,  is  it  ?    A.  I  agree  with  you. 

Q.  It  would  have  been  entirely  within  the  right  of  the  Western 
Union  to  have  declined  to  take  that,  or  if  the  right  to  take  it  had 
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a  market  value  to  have  sold  that  right  in  the  market,  and  by  not 
taking  the  new  stock  or  their  pro  rata  share  of  it,  they  might 
have  obtained  some  cash  for  themselves  for  the  right,  could  they 
not  ?    A.  If  the  right  could  have  been  sold. 

Q.  That  is,  if  it  did  have  a  market  value?  A.  If  it  did  have 
a  market  value,  but  if  you  attempt  to  dump  $18,000,000  of  rights 
on  to  the  market,  I  take  it  that  there  would  have  been  no  value 
whatever. 

Q.  It  would  have  beared  the  market  somewhat,  wouldn't  it? 
A.  It  would. 

Q.  But  the  situation,  then,  would  have  been,  if  the  right  to 
subscribe  had  no  value,  that  the  officers  of  the  Xew  York  Tele- 
phone Company  would  have  gone  into  the  market  and  sold  the 
stock  in  the  market  at  $140  a  share,  if  they  could  get  that.  A. 
Of  course,  if  a  stockholder  — 

Q.  Isn't  that  true  ?  Suppose  the  Western  Union  said,  we  won't 
sell  out,  we  can't  take  our  pro  rata;  there  is  nothing  that  you 
could  have  done  to  have  compelled  them  to  do  that,  is  there?  A. 
Xo,  sir ;  nothing  we  could  have  done  to  have  compelled  them ;  but 
I  was  going  to  answer  your  question,  I  thought,  in  another  way : 
That  that  stock  would  have  fallen  back  into  the  treasury,  not 
having  been  subscribed  for;  that  is,  if  the  Western  Union  did 
not  exercise  its  rights  that  stock  would  have  gone  back  into  the 
treasury,  subject  to  disposition  by  the  board  of  directors.  Xow, 
the  board  of  directors  could  have  sold  that;  could  have  offered  it 
to  their  other  stockholders,  or  they  could  have  sold  it  in  the  mar- 
ket; they  could  have  disposed  of  it  as  in  their  judgment  seemed 
l)est. 

Q.  Now,  what,  in  fact,  did  happen ;  the  Western  Union  did  not 
take  it?  A.  The  American  Telephone  and  Telegraph  Company 
acquired  the  holdings  of  the  Western  Union  in  the  Xew  York 
company,  and  they  thereby  acquired  that  right  to  take  that  new 
stock  at  140,  or  that  burden,  whichever  you  wish  to  call  it,  and 
they  subscribed  for  the  stock  and  paid  for  it  in  cash  at  $140  per 
share. 

Q.  Was  any  of  the  stock  of  the  Xew  York  Telephone  Company 
at  the  time  of  the  increase  placed  upon  the  market  ?    A.  Xo,  sir. 
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Q.  Was  any  of  it  sold  to  people  who  were  not  then  stockhold- 
ers ?  A.  It  was  all  sold  to  the  American  Telephone  and  Telegraph 
Company. 

Q.  The  entire  increase  ?    A.  The  entire  increase. 

Q.  Was  there  any  bonding  of  the  New  York  Telephone  Com- 
pany at  the  time  or  at  any  time  during  last  year  ?  A.  As  stated 
in  my  previous  testimony,  the  New  York  Telephone  Company, 
on  the  1st  day  of  October,  which  was  immediately  after  the  clo^^e 
of  these  consolidating  transactions,  placed  a  mortgage  on  its  prop- 
erty for  $75,000,000  and  issued  and  sold  $25,000,000  of  bonds. 

Q.  Twenty-five  million  dollars?  A.  Twenty-five  million  dol- 
lars of  bonds. 

Q.  So  that  the  increase  in  the  stock  from  the  sale  of  bonds 
brought  into  the  treasury  of  the  New  York  Telephone  Company 
how  much  money?  A.  Let  me  see;  I  will  have  to  figure  that. 
May  I  have  a  man  check  it  ? 

Q.  Surely.  A.  It  is  about  $72,000,000.  How  do  you  figure  it, 
Mr.  Brown? 

Mr.  Brown  :  About  $72,000,000. 

The  Witness  :  About  $72,000,000. 

Q.  How  was  that  money  disposed  of?  A.  I  can  only  speak 
generally,  because  that  went  into  the  common  general  fund  of  the 
company;  the  New  York  and  New  Jersey  stockholders  were  paid 
$142  per  share  for  their  stock.  That  included  $2  in  lieu  of  <livi- 
dends;  so  that  the  real  price  for  the  stock  was  $140  per  share. 

Q.  That  used  up  about  how  much  of  the  $72,000,000  ?  A.  I 
would  have  to  figure  that.  May  I  state  how  it  all  went  out  and 
then  figure  it  up  in  items,  if  you  like  ? 

Q.  Yes,  if  you  will  ?    A.  That  took  a  large  part  of  it. 

Q.  The  capital  stock  of  the  New  York  and  New  Jersey  Tele- 
phone Company  outstanding  at  that  time  was  $30,247,500,  wasn't 
it?  A.  Thirty  million,  two  hundred  and  forty-seven  thousand, 
five  hundred  dollars;  yes,  sir.  Then  we  paid  for  the  Bell  Tele- 
phone Company  of  Buffalo  —  that  is,  we  paid  the  amount  which, 
when  it  was  apportioned  among  its  stockholders,  product  $93.50 
per  share  for  their  outstanding  stock,  which  at  that  time  was  — 
it  ought  to  be  stated  here  — 
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Q.  The  Bell  of  Buffalo  is  the  second  one?  A.  Eight  million, 
one  hundred  and  forty  thousand,  in  round  numbers;  I  don't  re 
member  the  exact  amount. 

Q.  This  statement  does  not  show  the  capital  stock  of  the  Bell 
of  Buffalo?  A.  I  thought  it  did,  but  it  does  not  seem  to.  It 
shows  the  rate.  We  could  figure  it  backwards,  you  see.  I  think 
it  is  sufficient  for  your  purposes,  however,  to  say  that  it  was 
$8,140,000  —  no,  $8,122,700  is  the  amount;  December  31,  1908. 

Q.  There  was  no  increase  of  the  Bell  stock  during  the  year 
before  the  merger,  was  there?  A.  None  that  I  recollect;  that  is 
approximately  correct,  anyhow. 

Q.  I  think  this  statement  fails  to  show  the  capital  stock  in 
each  case  except  the  first  ?  A.  Does  it  ?  That  is  rather  an  unfor- 
tunate omission. 

Q.  It  would  bo  a  matter  of  calculation,  then,  in  each  ca?c  to 
determine  i  A.  Let  me  have  that  revised  and  substitute  it.  It 
is  a  matter  of  a  lot  of  caluclation.  The  original  report  filed  with 
the  Committee  shows  that  the  capital  stock  of  the  Bell  of  Buffalo 
was  $8,122,700,  so  that  the  figure  I  gave  you  is  correct;  this  state- 
ment of  dividend  that  I  gave  you.  Well,  suppose  we  leave  that 
until  a  little  later. 

Q.  Yes,  if  you  will.    A.  Now,  continuing  — 

Q.  Then  you  come  to  the  Hudson  River  Telephone  Company, 
which  had  a  capital  stock  of  how  much  ?  A.  To  be  perfectly  clear, 
Mr.  Page,  you  are  asking  me  how  this  $72,000,000  was  disposed 
of,  and  you  will  remember  that  in  my  previous  statement  I  told  you 
how  the  Central  New  York  — 

Q.  That  was  acquired  by  an  exchange  of  stock,  as  I  remember 
it,  after  the  Central  New  York  and  the  Hudson  River  were 
merged  ?  A.  Yes.  I  can  say,  broadly,  that  this  entire  amount  — 
that  is,  the  amount  produced  by  the  issue  of  stock  —  was  required 
and  used  to  take  over  the  New  York  and  New  Jersey  and  the  Bell 
of  Buffalo,  on  the  bases  which  I  have  stated.  Now,  as  to  the  pro- 
ceeds of  the  bonds,  there  was  a  commission  — 

Q.  The  proceeds  of  the  stock  all  went  to  those  two  companies  ? 
A.  The  proceeds  of  the  stock,  my  recollection  is,  and  I  am  pretty 
sure  about  this,  that  we  issued  only  stock  necessary  in  amount  at 
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$140  to  take  over  the  New  York  and  Xew  Jersey  at  an  amount 
which  gave,  upon  distribution  to  its  stockholders,  $140;  and  the 
Bell  of  Buffalo  stockholders,  upon  distribution,  $93.50.  They  got 
the  dividend  separately  declared.  That  took  the  entire  proceeds 
from  the  issue  of  stock.  Now,  as  to  the  bonds:  There  were 
$25,000,000,  face  value.  They  produced  an  amount  a  little  less 
than  $25,000,000,  whatever  the  amount,  the  difference  between 
the  actual  receipts  and  the  face  of  the  bonds  was  charged  against 
the  company's  surplus  and  was  not  charged  to  capital  account  or 
construction  account. 

Q.  The  discount  on  the  bonds  ?    A.  The  discount  on  the  bonds. 

Q.  Was  there  a  discount  on  the  bonds  beyond  the  broker's  com- 
mission ?  A.  Xo,  those  bonds  were  sold  on  the  best  terms  possible 
at  that  time,  and  there  was  nothing  except  the  banker's  commis- 
sion. In  fact,  they  were  sold  to  bankers  at  the  best  obtainable 
price,  and  the  difference  between  that  and  par  was  charged  to 
surplus. 

Q.  What  was  that  difference  in  percentage?  A.  I  think  it 
amounted  to  something  between  $2,000,000  and  $3,000,000.  The 
exact  figure  I  will  be  glad  to  supply  if  you  want  it,  but  I  do  not 
remember  it. 

Q.  Between  $2,000,000  and  $3,000,000?    A.  Yes. 

Q.  Suppose  you  do  supply  the  exact  figure?  A.  I  will  obtain 
the  exact  figure,  yes.  The  company  used  about  $4,000,000  of  the 
balance  to  pay  off  loans  which  it  was  carrying  at  the  time  from 
bankers,  money  that  had  been  borrowed  for  its  construction  pur- 
poses, and  in  connection  with  the  acquisition  of  these  other  proj)- 
erties,  about  $4,000,000  of  notes;  and  the  remainder  of  the 
amount  was  invested  in  the  stocks  of  the  Bell  Telephone  Company 
of  Pennsylvania  and  the  Central  District  and  Printing  Telegraph 
Company,  the  former  company  having  its  headquarters  at  Phila- 
delphia and  the  latter  at  Pittsburg. 

Q.  Pardon  me,  Mr.  Bethell,  you  might  just  as  well  sit  down 
as  to  be  standing  and  uncomfortable.  A.  I  am  not  uncomfortable, 
if  you  are  not.  I  had  just  as  leave  stand  for  a  while;  thank  you 
very  much.  These  two  companies  operate,  one  in  the  eastern  half 
of  Pennsylvania  and  the  other  in  the  western  part  of  Pennsyl- 
vania.   The  Bell  Telephone  Company  of  Pennsylvania,  with  head- 


Xo.  38.]  1033 

quarters  at  Philadelphia,  operates  eastern  Pennsylvania,  southern 
New  Jersey,  Delaware,  Maryland,  District  of  Columbia;  operat- 
ing through  the  Delaware  and  the  Atlantic  in  southern  New  Jer- 
sey, the  Diamond  State  Telephone  and  Telegraph  Company  in 
Delaware,  and  the  Chesapeake  and  Potomac  Telephone  Company 
in  Maryland  and  the  District  of  Columbia.  The  Central  District 
and  Printing  Telegraph  Company  operates  western  Pennsylvania, 
part  of  Ohio,  a  strip  of  territory  adjacent  to  the  Pennsylvania 
border  and  a  part  of  West  Virginia. 

Q.  Just  a  moment;  did  you,  in  your  former  testimony,  give 
the  capital  stock  of  those  companies  that  you  have  just  named  ? 
A.  I  will ;  if  I  may  complete  this  description. 

Q.  Certainly.  A.  In  describing  this  territory  I  have  said  east- 
ern Pennsylvania,  and  as  to  the  Bell  of  Pennsylvania,  western 
Pennsylvania  as  to  the  Central  District  and  Printing  Telegraph 
Company.  There  should  be  excluded  from  their  territory  the 
northern  tier  of  counties  in  Pennsylvania;  that  tier  of  counties 
is  operated  by  the  New  York  Telephone  Company.  The  company 
holding  title  to  its  properties  there  is  known  as  the  Pennsylvania 
and  New  York  Telephone  and  Telegraph  Company.  The  capital 
stock  of  the  Bell  Telephone  Company  of  Pennsylvania  —  this  is 
your  question,  is  it  not,  Mr.  Page  ?  The  capital  stock  of  the  Bell 
Telephone  Company  of  Pennsylvania  is  $41,550,000;  that  is,  the 
issued  capital.  The  authorized  capital  is  $60,000,000.  The  issued 
capital  of  the  Central  District  and  Printing  Telegraph  Company 
is  $13,000,000;  the  authorized  capital,  $15,000,000.  These  com- 
panies, as  indicated,  operate  territory  contiguous  to  the  territory 
operated  by  the  New  York  Telephone  Company,  and  their  rela- 
tions, from  every  operating  standpoint,  is  of  the  closest  and  most 
intimate  character.  It  was  deemed  advisable,  therefore,  for  the 
New  York  Telephone  Company  to  have  an  interest  in  these  prop- 
erties. As  I  told  you  a  few  days  ago,  I  happened  to  be  the  presi- 
dent of  all  of  these  companies  which  I  have  named,  and  we  deal 
with  this  territory  practically  as  a  unit,  having  these  various  cox'- 
porations  to  meet  the  requirements  of  the  statutes  of  each  Statp, 
and  perhaps  to  some  extent  carrying  on  two  or  more  corporations 
where  we  would  prefer  to  have  one,  because  it  has  been  an  evo- 


103+  [Senate 

lutionary  growth  there  which  we  have  been  unable  to  get  awav 
from  thus  far.  In  making  up  the  statements  of  earnings  and 
expenses  and  the  assets  of  the  combined  properties  which  I  have 
mentioned,  we  eliminate  what  we  call  duplications.  For  instance, 
in  making  up  a  statement  of  a  balance  sheet  showing  the  assets 
and  liabilities  of  this  property  as  a  whole,  we  eliminate  from  the 
assets  side  stock  and  bonds  item,  an  amount  of  the  capital  stock 
of  the  other  companies  in  the  system  held  by  the  New  York  Com- 
pany— 

Q.  Just  illustrate  that  a  little,  will  you  ?  A.  I  will.  And  from 
a  corresponding  item  on  the  opposite  side  of  the  sheet,  say  capital 
stock  outstanding,  the  same  amount,  because  with  such  a  sheet  as 
that  showing  earnings  —  I  should  go  further  —  that  dividends 
paid  by  one  company  to  the  other  on  stock  within  the  aggregation 
are  eliminated  from  statements  of  earnings  and  expenses,  because 
there  is  merely  a  passage  or  transfer  from  one  to  the  other,  and 
it  would  show  up  double.  Now,  I  happen  to  have  here  —  I  did 
not  know  I  was  going  to  be  asked  any  questions  about  these  south- 
ern companies,  but  I  happen  to  have  here  a  paper  that  will  aid 
me  in  illustrating  the  point  that  you  have  just  asked  me  to  illus- 
trate. This  is  a  combined  sheet  for  working  purposes  and  which 
I  have  made  in  my  office  every  month,  showing  the  assets  and 
liabilities  of  the  system  that  I  have  charge  of,  with  all  duplica- 
tions eliminated.  Xow,  this  shows  —  I  won't  give  you  all  the 
items  —  the  total  plant,  for  instance,  is  $175,711,296.  T  will 
omit  odd  figures.  Then  there  are  what  we  call  current  assets, 
fiuch  as  office  furniture  and  fixtures,  supplies,  tools,  vehicles,  bills 
and  accounts  receivable,  reserves  and  cash,  $15,408,531;  sinking 
funds,  $282,574;  stocks  and  bonds,  $5,190,548;  making  a  total 
of  $196,592,950.  K'ow,  on  the  opposite  side  of  the  sheet  we  have 
capital  stock,  $128,361,200.  Now,  if  you  should  add  up  the 
outstanding  capital  stock  of  the  New  York  Telephone  Company 
and  each  of  these  other  companies  that  I  have  mentioned,  you 
would  get  an  aggregate  vastly  larger  than  the  figure  which  I  have 
mentioned. 

Q.  Just  a  question.     And  the  item  on  the  other  side  of  the 
sheet  of  "  stocks  and  bcmds  " —    A.  Stocks  and  bonds. 
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Q.  — does  not  include  any  of  the  stocks  and  bonds  of  one  of 
those  corporations,  or  any  one  of  the  corporations  which  is  held 
by  any  other  of  the  corporations?  A.  Within  the  group.  You 
have  stated  the  case  exactly. 

Q.  That  refers  to  "  stocks  and  bonds  "  of  small  subsidiary  com- 
panies within  the  territories  that  are  held  by  these  larger  com- 
panies? A.  Yes.  For  instance,  the  Chesapeake  and  Potomac 
Telephone  Company  is  held  by  the  Bell  Telephone  Company  of 
Pennsylvania ;  and  the  Bell  Telephone  Company  of  Pennsylvania 
is  held  partly  by  the  New  York  Telephone  Company  and  by  the 
A.  T.  and  T.  Company  and  by  a  number  of  stockholders  scattered 
through  the  country.  Now,  if  we  simply  put  in  there  the  aggre- 
gate of  all  these  various  capital  stocks  we  would  have  a  tre- 
mendous amount,  which  would  simply  mean  duplications ;  so  that 
we  make  up  a  combined  sheet  for  this  group;  we  eliminate  the 
stocks  of  any  one  company  which  are  held  by  any  other  company 
within  the  group,  so  that  we  get  a  picture  of  the  total  capital 
stock  held  by  the  public  of  these  companies  —  by  the  public  — 
ai:d  include  the  A.  T.  and  T.  Company's  holdings. 

Q.  How  does  that  total  amount  of  stocks  outstanding  for  the 
group  compare  with  the  actual  value  of  its  net  assets,  of  its  tan- 
gible property?  A.  I  am  not  sure  that  I  understand  your  ques- 
tion, but  I  think  I  do. 

Q.  That  is  to  say,  all  of  the  tangible  properties  of  those  com- 
panies that  you  call  the  group  amounts  to  a  certain  sum?  A. 
Yes. 

Q.  And  the  capital  stock  outstanding  in  the  hands  of  the 
public,  as  you  said,  is  a  certain  other  sum ;  what  is  the  comparison 
between  the  two?  I  don't  know  as  I  am  stating  this  very  clearly, 
as  matters  of  high  finance  are  new  to  me.  A.  I  gave  you  the  total 
assets.    For  convenience,  let's  say  they  are  $200,000,000. 

Q.  One  hundred  and  ninety  some  odd  million?  A.  One  hun- 
dred and  ninety-six  million,  five  hundred  and  ninety-two  thou- 
sand dollars  is  the  exact  figure.  Now  there  is  capital  stock  ex- 
cluding all  duplications  of  $137,342,000.  The  bonded  debt, 
$31,549,500. 

Q.  That  is  also  including  what  you  call  duplications?  A. 
Excluding  duplications,  yes,  all  the  way  through  now.     Eeal  es- 
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tate,  mortgage  notes  —  that  is  a  small  item,  $60,000.  Bills  pay- 
able, $2,948,100.  Accounts  payable,  $5,666,577.  Keserves  — 
those  are  amounts  charged  to  subscribers  in  advance  of  their  being 
earned,  and  prepayment  of  insurance  and  that  sort  of  thing,  vari- 
ous items,  $4,038,527;  all  of  those  items  that  I  have  mentioned 
aggregate  $44,262,704!.  Now,  there  are  various  reserves  for 
maintenance  and  contingencies.  You  know  our  plan  of  building 
up  a  maintenance  reserve  of  $14,986,372.  There  is  a  surplus  oi 
$13,981,563.  These  items  aggregate  $196,592,950,  the  same  as 
the  assets.  You  may  take  any  one  of  those  properties  and  the 
actual  assets  in  my  judgment,  is  greater,  making  the  tests  of  repro- 
ducing them  as  they  are  to-day,  than  the  actual  certificates  of 
indebtedness  in  the  way  of  capital  stock,  bonds  and  notes  out- 
standing against  those  properties.  You  will  remember  that  I 
said  before  that  none  of  those  companies  have  capitalized  their 
tangible  properties.  They  haven't  capitalized  their  franchises  or 
good  will,  if  they  have  any;  their  value  as  a  going  concern,  or 
any  of  those  items  which,  in  a  number  of  cases,  the  courts  have 
held  that  we  are  entitled  to  capitalize,  and  we  haven't  capitalized 
them  simply  as  a  matter  of  good  business ;  we  think  that  it  is  not 
wise  to  do.  We  pay  taxes  on  the  franchises,  but  thus  far  we  have 
refrained  from  capitalizing  them  in  any  of  those  companies  for 
any  amount  whatever.  The  very  valuable  contracts  that  we  have 
with  other  companies,  the  licenses  of  the  A.  T.  and  T.  and  all 
matters  of  that  kind  are  not  capitalized ;  so  that  it  is  a  clean  cap- 
italization, representing  only  tangible  property  on  the  asset  side, 
and  on  the  other  side  of  the  ordinary  current  obligations,  and  the 
capital  stock,  bonds  and  surplus.  Now,  coming  directly  to  your 
question,  or  more  directly  to  it  — 

Q.  But  before  you  get  to  that,  just  one  question  in  regard  to 
this  other  matter.  Eeferring  to  the  group  that  has  assets  of 
$196,000,000  and  has,  as  shown  by  that  statement,  capital  stock 
outstanding,  exclusive  of  duplications,  of  —  A.  One  hundred  and 
twenty-three  million  dollars. 

Q.  What  is  the  actual  capital  stock  of  the  group,  including  the 
duplications,  as  you  call  them?  A.  Well,  but  I  eliminate  the 
duplications  from  both  sides. 
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Q.  Xow,  let  us  put  the  duplications  in,  so  far  as  stock  is  con- 
cerned ?  A.  I  don't  know  that  I  could  do  that  from  memory.  A 
balance  sheet  of  that  kind  would  be  of  no  value  to  me  as  a  work- 
ing basis,  but  I  will  try  to  do  it. 

Q.  I  understand.  A.  The  New  York  Company's  capital  stock 
is  between  $85,000,000  and  $86,000,000.  Well,  I  think  I  can 
get  at  it  in  this  way  sufficiently  for  your  purpose. 

Q.  The  total  in  round  numbers?  A.  In  round  numbers  — 
really  what  you  want  to  know  is  the  amount  I  have  eliminated 
from  both  sides  of  this  sheet ;  is  that  it  ? 

Q.  Yes.  A.  It  is  about  $21,029,942;  but  I  am  not  sure  that 
my  answer  is  a  complete  answer  to  your  question,  because,  as  I 
have  already  stated,  the  Bell  of  Pennsylvania  holds  stock  of  the 
Delaware  and  Atlantic  and  the  Diamond  State  and  the  Chesapeake 
and  Potomac  Company,  and  its  balance  sheets,  which  are  throvni 
into  those  balance  sheets  for  the  group  so  called,  have  duplications 
eliminated  from  that ;  but  I  am  afraid  I  don't  quite  get  the  bear- 
ing of  your  question,  Mr.  Page.  I  would  like  to  understand  it 
clearly. 

Q.   The  question  was,  how  much  you  had  eliminated  there  of 
the  record  stock  outstanding  in  order  to  get  down  to  the  stock 
fhat  was  held  outside  in  the  hands  of  the  public?    A.  Well,  that 
is  all  right.     Perhaps  I  ought  to  have  said  that  I  didn't  see  your 
l)urpose  in  answering  the  question.     I  would  be  very  glad  if  I 
can   give  you  further  light  on  it.     Now,  coming  back  to  your 
original  question  as  to  the  distribution  of  those  funds,  after  what 
"vve  might  call  a  digression,  the  entire  proceeds  of  the  bonds  sold 
by   the  New  York  Telephone  Company  were  issued  to  pay  the 
liotes  of  that  company  of  approximately  $4,000,000,  and  the  bal- 
ance, roughly  speaking,  was  invested  in  the  stocks  of  those  two 
other  companies  operating  contiguous  territory. 

Q.  That  is,  the  Empire  State  and  the  Central  New  York? 
A.    No,  no;  I  mean  the  two  Pennsylvania  companies. 

Q.  The  two  Pennsylvania  companies?  A.  Yes.  I  told  you 
why  we  invested  in  that  stock,  and  in  bringing  those  companies 
together  my  idea  was  —  if  you  will  permit  me,  I  will  go  back, 
"because  it  won't  be  clear  to  you  if  I  don't.     It  has  taken  more 


r"  1038  [Senate 

than  two  years  to  make  one  group  of  those  various  companies. 
We  went  through  a  similar  process  in  the  southern  group  of  com- 
panieSy  and  there  we  eliminated  from  the  capitalization  about 
a  million  and  a  quarter;  then  when  it  came  to  consolidating  this 
northern  group  we  eliminated,  as  I  previously  explained,  some- 
where between  $7,000,000  and  $8,000,000  from  the  capitalization; 
so  that  through  the  consolidation  of  those  various  companies  in 
the  group  referred  to  there  would  be  an  elimination  of  capitaliza- 
tion of  about  anywhere  from  eight  and  a  quarter  to  nine  millions 
of  capitalization.  I  think  I  have  answered  your  question,  Mr. 
Page. 

Q.  Now,  coming  back  to  the  Bell  of  Buffalo,  which  you  ac- 
quired; you  acquired  that  with  the  proceeds  of  the  sale  of  stock? 
A.  Yes,  sir. 

Q.  And  did  you  acquire  that  by  first  going  into  the  market 
and  buying  the  stock  of  the  Bell  of  Buffalo  ?  A.  I  will  tell  you 
how  we  did  that. 

Q.  You  owned  practically  all  of  the  stock  of  the  Bell  of  Buf- 
falo at  the  time  the  property  of  that  company  was  transferred  to 
the  Xew  York  Telephone  Company?  A.  Practically  all  of  it, 
yes,  when  we  came  down  to  take  the  final  step.  I  began  by  buy- 
ing for  cash  the  capital  stock  of  the  IN'ew  York  Telephone  at  $C5 
a  share,  and  all  of  that  came  in,  so  that  I  had  one  company,  all 
of  whose  stock  we  owned. 

Q.  That  was  the  Central  New  York  ?  A.  That  was  the  Central 
New  York. 

Q.  And  at  that  time  that  had  been  merged  with  the  Hudson 
River?    A.  No,  sir. 

Q.  It  had  not  ?    A.  No,  that  was  a  separate  entity  at  that  time. 

Q.  What  time  was  that  ?  A.  Beginning,  there  was  the  Bell  of 
Buffalo,  the  Empire  State,  the  Central,  the  Hudson  River,  the 
New  York  and  the  New  York  and  New  Jersey,  all  operating  m 
New  York  State  as  separate  companies.  Now,  the  very  first  step 
in  this  northern  — 

Q.  Yes ;  and  now  I  think  there  will  be  a  confusion  uuless  you 
make  an  explanation  in  regard  to  the  New  York  and  Pcnnftvl- 
vania.  A.  Didn't  I  mention  the  New  York  and  Pennsylvauia » 
I  meant  to. 
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Q.  It  has  appeared  earlier,  I  think,  in  the  hearings  that  that 
was  one  of  the  group  that  came  into  the  consolidation.    A.  It  did* 

Q.  You  didn't  mention  it?    A.  Didn't  I  mention  it  now? 

Q.  Xo,  you  did  not.  A.  I  unintentionally  omitted  it.  It 
should  have  6een  mentioned.  Having  all  the  capital  stock  of  the 
Central  Xew  York,  I  then  bought  the  stock  of  the  Empire  State 
Company  for  cash  at  $40,  and  I  got  it  all  but  a  very  small  amount. 

Q.  And  in  making  that  purchase  you  used  a  part  of  the  pro- 
ceeds of  the  sale  of  the  new  stock  of  the  Xew  York?  A.  The 
Xew  York  had  not  been  sold.  I  can  fix  that  date  pretty  well,, 
because  it  was  last  fall.  I  remember  that  Mr.  Vail  went  to 
Europe  some  time  in  October  or  Xovember,  and  it  was  about  that 
time  that  I  made  these  purchases.  It  was  after  he  had  gone,  and 
I  can  fix  the  date  pretty  well  then.  It  was  along  last  October 
or  Xovember,  a  year  ago. 

Q.  October  or  Xovember,  1908?    A.  Yes,  1908. 

Q.  And  where  did  that  money  come  from?  A.  That  wasn't 
such  a  large  amount  that  it  required  any  issue  of  capital  stock  or 
bonds.  It  went  out  of  the  general  funds  of  the  company  and  it 
may  have  been  probably  so,  if  you  wanted  to  put  one  item  against 
the  other,  it  was  probably  part  of  this  four  million  of  notes  that. 
I  spoke  of  —  money  brought  into  the  general  funds  of  the  com- 
pany. 

Q.  Either  that  or  earnings  of  the  Xew  York  Telephone  Com- 
pany? A.  Yes,  you  might  say  earnings;  but  I  don't  want  to  be 
understood  as  saying  that  you  could  make  a  purchase  of  that  kind 
out  of  the  earnings;  and  it  was  charged  up  as  an  expense  item 
against  your  earnings.  This  was  a  distinctly  capital  account. 
But  it  was  out  of  the  treasury  of  the  company  that  we  bought  that 
stock.  There  was  a  great  deal  —  understand  that  there  was  not 
such  a  wide  distribution  of  this  Central  Xew  York  or  Empire 
stock.  It  was  held  largely  in  and  about  Utica  and  in  and  about 
Auburn.  I  went  over  the  matter  verv  carofullv  with  the  local 
stockholders  there,  Mr.  T.  F.  Maynard,  ^Afr.  Richards,  president 
of  the  First  Xational  Bank  there,  and  others  who  were  largely  in- 
terested in  the  matter ;  and  they  appointed  ^Er.  Maynard  to  see  me 
and  negotiate  the  matter,  and  I  am  very  happy  to  say  that  after 


1040  [Senate 

the  deal  was  closed  at  65  —  of  course,  it  was  understood  between 
Mr.  Maynard  and  myself  that  we  would  take  over  stock  at  65  and 
give  the  same  price  to  any  other  stockholder  who  wished  to  come 
in  within  a  reasonable  time  and  they  would  all  be  notified.  They 
were  notified  and  practically  all  of  the  stock  came  in.  To  avoid 
even  the  appearance  of  not  telling  the  whole  story,  there  were  a 
few  shares  just  at  the  last  that  didn't  come  in,  and  I  paid  a  higher 
price  than  65  for  those  few  shares,  practically  treating  the  diifer- 
ence  as  an  item  of  expense  for  the  whole  scheme  that  we  had  in 
hand,  Mr.  Maynard  and  the  rest  of  them  thoroughly  understand- 
ing the  whole  transaction,  however. 

Q.  There  were  a  few  of  those  little  fellows  that  held  out  and 
drove  a  better  bargain  ?    A.  Two. 

Q.  Was  that  also  true  of  the  Hudson  River  Company  ?  A.  No. 
Under  the  law  which  I  proposed  to  proceed  under,  we  intended  to 
merge.  I  had  in  mind  that  we  would  buy  those  properties  —  the 
Central  Xew  York  Company  would  buy  the  properties  of  the 
other  companies  at  a  fair  price,  and  the  K^ew  York  Company  then 
holding  all  its  capital  stock  was  simply  merged  by  filing  a  certifi- 
cate with  the  Secretary  of  State.  •  So  to  carry  out  this  plan 
promptly  and  not  have  the  thing  dragged  indefinitely  it  was  really 
necessary  to  get  all  the  stock  of  one  company ;  so,  having  the  four 
at  hand,  and  having  the  stock  of  the  Central  New  York  concen- 
trated in  a  few  hands  and  in  the  hands  of  reasonable  men,  we 
went  at  that  company  and  at  the  Empire  State,  and  we  happened 
to  get  all  of  the  stock  of  the  Central  New  York,  and  we  got  all  of 
the  Empire  State  except  that  held  by  one  stockholder  who  lives 
out  of  the  countrv,  and  he  hasn't  vet  turned  in  his  stock.  Now» 
having  the  stock  of  those  two  comi)anies  in  hand,  I  procee<led 
next  to  get  the  stock  of  the  Hudson  River  Company,  and  the  New 
York  and  Penn  Company.  The  New  York  and  Penn  Company 
have  a  capital  of  $1,000,000  outstanding,  and  the  Hudson 
River  Company  had  an  outstanding  capital  of  nearly  $4,000,000 
—  not  qliite.  To  Ix*  exact,  I  think  it  was  $3,1)9:^900.  That 
stock  was  rather  widely  scattered  and  to  have  made  a  cash  offer 
of  a  given  amount  would,  in  my  opinion,  have  betni  unsuccessful 
because  human  nature  —  if  you  offer  $00,  it  is  a  matter  of  dicker- 
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ing  for  $65,  and  so  on,  but  you  can  trade  another  stock  for  it. 
So  I  bought  from  the  Bell  Telephone  Company  of  Pennsylvania, 
a  sufficient  amount  of  its  stock  at  par  —  the  six  per  cent  stock  at 
par,  to  serve  the  purpose  of  trading  for  those  other  stocks  or 
really  making  an  offer  for  those  other  stocks. 

Q.  That  was  the  Bell  of  Pennsvlvania  ?  A.  That  was  the  Bell 
of  Pennsylvania.  Xow,  so  far  as  this  stock  is  concerned,  Mr. 
Page,  I  might  have  bought  the  stocks  of  any  railroad  company,  or 
any  manufacturing  company,  or.  anybody  else.  The  Bell  Tele- 
phone Company  of  Pennsylvania  was  not  in  any  way  interested 
in  the  matter,  except  that  it  had  an  opportunity  to  sell  its  stock 
for  cash  at  par,  and  put  that  cash  into  its  treasury  for  its  own 
construction  purposes,  just  as  it  would  if  it  had  been  a  railroad 
company,  or  a  manufacturing,  or  any  other  concern. 

Q.  Just  a  question.  That  stock  was  then  transferred  by  the 
Bell  Company  —  by  the  Bell  of  Pennsylvania,  I  mean  ?    A.  Yes. 

Q.  Did  they  need  the  amount  that  they  received  from  the  sale 
of  the  stock  for  the  legitimate  capital  stock  purposes  or  capital 
purposes  of  the  corporation  ?     A.  They  did. 

Q.  For  extensions  ?  A.  For  extensions.  And  for  paying  for 
obligations  which  they  had  given  to  raise  money.  They  —  by  the 
way,  none  of  the  directors  of  the  Bell  Telephone  Company  of 
Pennsylvania,  with  possibly  two  exceptions,  Mr.  Vail  and  myself, 
had  any  connection  with  those  northern  companies,  so  that  the 
Bell  Telephone  (\nupany  of  Pennsylvania  was  not  in  this  par- 
ticular transaction,  except  that  we  bought  its  stock  for  cash  at  par 
to  make  the  trade.  We  offered  to  the  stockholders  of  the  Hudson 
River  Telephone  Company  two  shares  for  three  of  theirs,  count- 
ing the  Bell  of  Pennsylvania  at  par,  which  would  make  an  offer 
of  66  2/3  for  theirs,  and  we  offered  the  Xew  York  and  Pennsyl- 
vania one  share  of  this  Bell  of  Pennsvlvania  stock  for  two  of 
theirs,  figuring  the  former  at  par,  which  would  make  the  offer  to 
the  Xew  York  and  Penn  people  $50  so  that  nearly  all  of  that  stock 
came  in  on  that  basis.  First,  however,  von  may  sav  that  before 
actually  making  this  offer,  naturally  T  talked  the  matter  over  very 
carefully  with  the  principal  stockholders  that  were  not  American 
Telegraph  and  Telephone  people  at  all,  outside  people. 
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Q.  Didn't  the  A.  T.  &  T.  have  large  holdings  in  all  those  com- 
panies at  that  time?  A.  I  will  come  to  that.  They  had  large 
holdings.  We  consulted  the  large  stockholders.  In  fact  the  morn- 
ing I  went  down  to  buy  that  stock  in  Philadelphia  and  make  that 
offer,  I  sent  Mr.  Stevens,  then  vice-president  of  the  uj>-State  com- 
panies, on  a  sort  of  a  rushing  tour  through  Albany,  and  down 
through  Worcester  and  on  through  to  Boston,  so  as  to  consult  with 
the  principal  stockholders  that  we  had,  but  he  must  dp  it  all  in 
one  day,  and  he  had  to  telephone  me  in  Philadelphia  the  result 
that  the  offer  was  exceedingly  gratifying  to  them.  I  telephoned 
right  back  to  my  office  in  Xew  York  to  let  the  offer  go  out  that 
night.  Now,  the  object  in  doing  that,  was  to  i)rotect  the  interests 
of  all  those  stockholders,  that  they  might  all  get  notice  at  the 
same  time  and  not  have  the  thing  talked  around  and  leak  out,  so 
that  some  men  could  pick  up  their  stock  at  a  less  price,  and  I  do 
believe  that  in  this  whole  transaction,  and  it  was  the  thing  that 
was  particularly  gratifying  —  that  I  don't  think  that  any  indi- 
vidual inside  of  the  companies,  or  outside  of  the  companies,  so  far 
as  I  know,  made  one  dollar  for  his  own  pocket  in  dealings  in 
stocks. 

Q.  Do  you  think  any  of  them  lost  anything^  A.  How  could 
they  lose  anything? 

Q.  I  don't  know.     A.  I  am  very  serious  about  that. 

Q.  1  am  serious  also.  T  want  to  know  if  they  got  what  the 
stock  was  fairly  worth,  in  your  opinion?  A.  Quite  so.  I  mean 
by  that  —  perhaps  I  don't  make  myself  clear.  I  mean  T  took 
this  hastv  wav  of  talkiuff  to  the  stockholders  and  concentrating 
the  thing  and  getting  it  OTit  in  one  day  so  that  there  would  be  no 
trading  on  advance  inside  information.  I  don't  believe  that  an 
officer  of  a  corporation  has  any  right  to  speculate  in  his  own  stock. 
or  take  advantage  of  information  that  he  gets  on  the  inside  to 
skin  his  own  stockholders ;  and  in  all  this  vast  transaction,  I  know 
that  not  one  dollar  was  made  by  dealing  on  advance  inside 
information. 

Bv  Vice-Chairman  Merritt: 

Q.  Nobody  was  handing  out  any  tips  ?     A.  Xobody  was  hand- 
ing out  any  tips ;  and  I  took  great  care  to  avoid  that  possibility. 
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!N^ow,  when  this  offer  was  made,  the  stocks  came  in,  and  we  wlio 
traded  the  Bell  Telephone  Company  of  Pennsylvania  stock  for 
those  other  stocks,  became  the  stockholders  in  lien  of  those  who 
parted  with  the  stocks  in  those  local  companies. 

By  Mr.  Page: 

Q.  When  you  say  we,  you  don't  mean  you  as  individuals  ?  A. 
No,  I  mean  the  New  York  Telephone  Company.  As  a  matter  of 
fact,  the  New  York  Telephone  Company  —  it  would  have  spoiled 
this  whole  plan  if  the  New  York  Telephone  Company  was  coming 
out  openly  making  this  deal,  so  these  offers  were  made  in  the 
name  of  Mr.  F.  G.  Wood,  of  Utica,  secretary  of  two  of  those  com- 
panies up  there,  a  most  estimable  gentleman  in  every  respect. 
Now,  when  this  stock  was  acquired  in  this  way,  we  proceeded 
under  section  104  of  the  transportation  law,  to  acquire  the  prop- 
erties of  those  various  companies,  and  we  paid  for  the  properties 
in  cash  and  distributed  the  amount  among  the  stockholders  as 
provided  by  the  statute.  Now,  the  amount  that  went  to  the  Hud- 
son River  stockholders  was  all  taken,  except  a  very  small  amount, 
and  that,  I  told  you  the  other  day,  was  deposited  in  a  trust  com- 
pany and  is  drawing  interest. 

Q.  Has  that  since  been  taken  up  and  the  stock  turned  in?  A. 
No,  I  think  not.     I  haven't  looked  it  up. 

Q.  How  many  shares  were  there  of  that,  do  you  recollect?  A. 
My  recollection  is  that  the  testimonv  the  other  dav  showed  about 
one  hundred  and  ninety-six. 

Q.  lOG  shares?  A.  196  shares.  Now  let  me  see  —  when 
you  interrupted  me  with  that  last  question.  You  asked  me  if  the 
A.  T.  &  T.  was  a  stockholder?  The  A.  T.  &  T.  was  a  large  stock- 
holder in  the  Central  and  the  Empire,  the  New  York  and  Penn, 
the  Hudson  River,  and  the  Bell  of  Buffalo,  owning  a  majority  ol 
the  shares  in  each  of  those  companies  when  we  began  this  matter. 
It  was  not  a  majority  holder  in  the  New  York  and  New  Jersey 
Company,  but  held  only  a  small  minority. 

Q.  Have  you  a  statement  there  showing  the  holdings  of  the 
A.  T.  &  T.  and  the  New  York  Telephone  Company  in  those 
various  corporations?     A.  No,  the  statement  that  I  have  here 
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shows  merely  the  amount  of  the  reduction  of  the  obligations. 
This  shows  that  in  keeping  out  the  $7,030,625  on  stocks  of  various 
kinds,  and  on  bills  payable  which  were  acquired  at  a  discount, 
the  A.  T.  &  T.  Co.  stood  67.8  per  cent,  of  the  entire  cut,  while 
others  stood  32.2  per  cent.  This  statement  shows  that  for  in- 
stance, in  the  Central  Ifew  York  Company,  the  A.  T.  &  T.  stood 
90  1/2  per  cent,  on  the  entire  cut  in  securities,  while  others  stood 
9  1/2  per  cent.  The  grand  total  of  the  reduction  on  the  stock, 
and  the  notes  of  that  particular  company  was  $1,094,275.  Now 
I  have  a  statement  here  that  shows  the  same  facts  as  to  the  other 
companies,  which  I  would  be  very  glad  to  file,  if  you  care  to 
have  it. 

Mr.  Page:     Will  the  stenographer  mark  the  statement? 

(Statement  marked  Exhibit  No.  67). 

A.  (Continuing).  You  will  understand  that  this  statement 
shows  the  reduction  in  obligations.  That  means  notes,  stock  obli- 
gations of  all  kinds.  The  capital  stock  itself  was  reduced 
$8,769,500.  I  explained  the  other  day  —  I  don't  know  whether 
I  made  it  quite  clear  —  that  the  notes  of  the  up-State  comparies 
were  acquired  from  the  American  Telephone  and  Telegraph  C<>ni- 
pany  at  a  discount.  We  paid  87  1/2  —  I  think  that  was  the  price 
we  paid  for  those  notes.     It  is  in  my  former  testimony. 

Q.  Well,  you  paid  to  the  companies  for  the  notes  or  to  the 
holder  of  the  notes?     A.  No. 

Q.  When  you  say  we,  you  mean  the  Xew  York  Telephone  Com- 
pany ?     A.  Yes. 

Q.  And  who  was  the  holder  of  the  notes?  A.  The  American 
Telephone  and  Telegraph  Company  had  from  time  to  time  ad- 
vanced to  those  up-State  companies  for  making  extensions,  build- 
ing plant  really,  an  amount  of  about  sixteen  millions  of  dollars  for 
the  up-State  companies,  excluding  the  Bell  of  Buffalo.  This  was.  of 
course,  a  prior  lien  to  the  stock,  but  we  were  dealing  with  the  situa- 
tion as  a  whole,  and  we  felt  that  the  up-State  companies  had  not 
depreciated  their  property  to  the  extent  that  they  should,  and  for 
other  reasons,  in  equalizing  the  matter  throughout  all  of  the  com- 
panies that  they  should  stand  a  greater  cut  than  should  fall  upon 
the  stockholders  themselves;  so  we  bought  those  notes  from  the 
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A.  T.-  &  T.  Company  at  a  discount,  buying  them  at  87 "  1/2. 
Naturally,  when  you  are  bringing  seven  different  companies 
together  in  this  way,  the  people  holding  one  property,  like  the 
New  York  and  New  Jersey,  wanted  to  know  whether  they  were 
getting  as  fair  a  deal  as  the  other  people  were,  and  it  was  in  order 
to  make  a  perfectly  fair  transaction  to  all  parties  involved,  that 
this  discount  was  obtained  from  the  American  Telephone  and 
Telegraph  Company. 

By  Vice-Chairman  Mebbitt: 

Q.  There  was  enough  minority  stock  in  all  those  companies,  so 
that  it  was  necessary  to  give  it  perfectly  fair  consideration  ?  A. 
Well,  I  think  as  long  as  you  have  any  minority  stockholders  it  was 
enough.  But  as  a  matter  of  fact,  taking  it  —  we  didn't  want  to 
drive  the  closest  and  sharpest  bargain  we  could  —  here  was  the 
New  York  and  New  Jersey  Company,  the  majority  of  whose  stock 
was  held  practically  in  its  own  territory  and  not  by  the  Bell  in- 
terests at  all,  and  they  had  to  come  into  the  transaction  to  make 
it  complete. 

By  Mr.  Page  : 

Q.  Had  to  be  fair  all  around  ?  A.  Had  to  be  fair  all  around ; 
and  another  thing,  we  didn't  part  with  those  stockholders.  They 
all  became  stockholders  of  the  American  Telephone  and  Telegraph 
Company  to  a  large  extent.  They  exchanged  one  form  of  tele- 
phone securities  for  another  form  of  telephone  securities.  It  was 
absolutely  necessary  therefore,  to  deal  fairly  with  them  so  that 
they  would  be  satisfied  stockholders,  and  it  was  on  that  basis,  that 
we  made  the  deal  with  the  various  companies. 

Q.  The  $25,000,000  of  bonds  was  the  mortgage  of  the  Ameri- 
can Telegraph  and  Telephone  Company,  wasn't  it?  A.  No, 
sir.  Perhaps  that  is  necessary  to  complete  this  whole  story.  After 
we  had  brought  all  the  companies  together  proceeding  under  this 
section  104,  and  acquiring  the  Hudson  River,  that  is,  the  Central 
New  York  Telephone  Company,  all  of  whose  stock  we  held,  then 
we  acquired  the  Hudson  River,  the  Empire  State  and  the  New 
York  and  Penn  by  buying  their  properties  and  paying  cash,  which 
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those  companies  distributed  among  their  stockholders.  Now,  thoee 
companies  still  exist  to-day.  They  have  their  right  to  be  a  cor- 
poration and  they  have  this  money  as  assets,  holding  it  in  the 
bank  to  be  paid  out  when  the  stocks  are  surrendered.  Now,  the 
Bell  of  Buffalo  came  in  as  a  separate  but  a  similar  transaction. 
The  New  York  Company  acquired  the  Bell  of  Buffalo.  There 
was  a  little  bit  of  difference  between  the  proceeding  in  the  New 
York  and  New  Jersey  case  because  that  was  partly  a  New  York 
corporation,  and  partly  a  New  Jersey  corporation,  and  the 
phraseology  of  the  agreements  differed  slightly,  but  the  method  of 
procedure  was  substantially  the  same.  Now,  the  Central  New 
York  having  acquired  the  properties  of  all  those  other  companies 
except  the  Bell  of  Buffalo  and  the  New  York  and  New  Jersey,  it 
was  only  necessary  for  the  New  York  Company,  holding  all  the 
capital  stock  of  that  company,  to  file  a  certificate  with  the  Secre- 
tary of  State,  merging  that  company  into  itself,  thereupon  that 
capital  stock  disappeared  and  the  property  became  a  part  of  the 
general  property  of  the  system.  Then,  upon  completion  of  the 
transaction  with  the  Bell  of  Buffalo  and  the  New  York  and  New 
Jersey,  and  the  ratification  by  their  stockholders,  at  separate  meet- 
ings, of  the  whole  transaction,  you  might  say  that  the  matter  was 
complete.  That  was  on  or  about  the  —  or  just  before  the  last 
week  of  September  that  those  stockholders'  meetings  were  held, 
that  of  Buffalo  being  held  actually  on  the  first  day  of  October. 
On  the  first  day  of  October  the  New  York  Telephone  Company 
placed  a  mortgage  on  its  entire  properties.  That  included  the 
properties  that  had  previously  belonged  to  all  of  those  companies. 
You  see,  on  the  first  day  of  October,  the  title  vested  in  the  New 
York  Telephone  Company. 

« 

Bv  Vice-Chairman  Meeritt: 

Q.  Including  all  that  tangible  and  intangible  property?  A. 
Including  all  that  tangible  and  intangible  property.  All  other 
properties  of  every  character  except  thoee  moneys  that  those  com- 
panies had  to  pay  their  stockholders  and  the  rights  of  this  Hudson 
River,  New  York  and  Penn,  and  Empire  to  be  separate  corpora- 
tions.   There  was  no  reason  for  their  existing  if  they  had  wound  up 
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all  their  affairs  and  if  the  stockholders  had  paid  in  all  of  the  stock. 
Now,  this  mortgage  was  subject  to  all  prior  mortgages  made  by  all 
those  companies.  The  Central  Xew  York,  and  the  Hudson  River 
had  no  outstanding  mortgages,  nor  had  the  Empire.  The  New 
York  and  Penn  had  some  outstanding  bonds  which  couldn't  be  col- 
lected, and  the  New  York  and  New  Jersey  had  some  outstanding 
bonds  which  couldn't  be  collected,  and  the  old  Metropolitan  Com- 
pany, the  predecessor  of  the  New  York  Telephone  Company 
operating  in  New  York  city  also  had  some  outstanding.  These 
new  bonds  were  subject  to  thovse  prior  mortgages  and  bonds,  and 
that  was  recited  in  the  mortgage  itself.  It  was  called  a  first  and 
general  mortgage,  it  being  first  as  to  a  large  proportion  of  the 
property,  and  general,  or  second,  you  might  say,  as  to  those  small 
liens  which  didn't  amount  to  more  than  about  $3,800,000  of  all 
those  outstanding  bonds.  I  think  now,  that  I  have  accounted  for 
all  of  the  money,  or  explained  how  all  of  the  money  derived  from 
the  stock  issued  by  the  New  York  Telephone  Company  was  used,, 
and  all  of  that  derived  from  the  sale  of  twenty-five  millions  of 
bonds. 

By  Mr.  Page: 

Q.  Was  any  of  the  money  retained  in  the  treasury  of  the  New 
York  Telephone  Company  to  take  care  of  future  extensions?  A. 
Well,  we  have  the  right  —  we  have  fifty  millions  of  bonds  yet  to 
be  issued  under  that  mortgage,  you  know. 

By  Vice-Chairman  Merritt: 

Q.  You  authorized  seventy-five  millions?  A.  We  authorized 
seventy-five  millions,  yes,  sir. 

Bv  Mr.  Page: 

Q.  You  also  have  some  unissued,  but  authorized  stock,  have  you 
not?    A.  Yes,  sir.    And  that  stock  also  — 

Q.  But  of  the  money  realized  on  the  sale  of  stock  and  bonds, 
you  didn't  retain  any  cash  in  your  treasury?  A.  No,  not  any 
larger  amount  than  we  really  needed  for  — 
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Q.  Work  that  was  actually  going  on?  A.  AVork  that  was 
actually  going  on.  Let  me  think  a  minute  — -  that  is  a  fair  state- 
ment of  the  fact,  Mr.  Page. 

Q.  I  show  you  Exhibit  68.  That  is  a  letter  which  you  wrote 
to  Mr.  Wilcox,  enclosing  a  certain  statement  referred  to.    A.  It  is. 

Q.  I  show  you  Exhibits  69,  70  and  71,  and  ask  you  if  those 
are  the  documents  referred  to  in  Exhibit  68  i     A.  They  are. 

Q.  Xow,  I  show  you  Exhibits  72,  73,  74,  7ri,  76,  77  and  78, 
and  ask  you  to  state  what  they  are  ?  A.  72  purports  to  be  a  letter 
containing  a  report  showing  value  of  services  billed  for  one  month 
to  public  pay  station,  and  subscribers'  pay  stations  connected  with 
all  exchanges  in  Manhattan  south  of  110th  street,  known  as  dis- 
trict No.  1,  and  is  forwarded  to  Mr.  Wilcox  as  requested  by  W.  B., 
who  is  Mr.  Walter  Brown,  the  auditor  of  the  Xew  York  Telephone 
Company.  Exhibit  73  appears  to  be  one  of  the  statements  re- 
ferred to  in  the  letter  just  described,  as  supplemental  report  No.  1. 

Q.  Can  you  tell  which  one?  A.  No.  1.  Exhibit  75  is  the 
supplemental  report  No.  2  mentioned  in  Exhibit  72.  Exhibit  70 
is  a  letter  from  Mr.  Walter  Brown,  the  auditor  of  the  New  York 
Telephone  Company  to  Mr.  Wilcox,  transmitting  certain  papers. 
Those  papers  referred  to  in  Exhibit  76,  and  Exhibit  74  and  77. 

Q.  And  what  is  Exhibit  74  ?  A.  It  is  a  statement  of  contracts 
not  at  the  regular  scheduled  rate,  such  as  to  charitable  institutions, 
and  so  forth,  covering  certain  discounts. 

Q.  Exhibit  75  is?  A.  75  is  a  statement  relative  to  message 
rate  private  branch  exchange  service,  showing  the  number  of  con- 
tracts at  various  rates,  and  the  total  value  of  such  contracts. 

Q.  Now,  describe  a  little  more  fully,  if  you  will,  what  Exhibit 
69  is.  A.  Exhibit  60  is  an  itemized  statement,  showing  gross  and 
net  earnings  for  the  year  1008  of  the  several  companies  then 
operating  in  the  territory  now  operated  in  by  the  New  York  Tel(^ 
phone  Company,  to  wit,  the  New  York  Telephone  Company,  the 
New  York  and  New  Jersey  Telephone  Company,  the  Empire  State 
Telegraph  and  Telephone  Company,  Central  New  York  Telephone 
Company,  Hudson  River  Telephone  Company,  New  York  and 
Pennsylvania  Telephone  Company. 

Q.  And  does  this  statement  show  the  net  earnings  and  the  gross 
earnings  of  each  of  those  companies?     A.  It  does. 
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Q.  What  does  it  show  the  net  earnings  of  the  Empire  State 
Company  to  have  l)een  for  that  year?     A.  $87,339.51,  in  red. 

Q.  ^Meaning  what  ?  A.  Meaning  that  the  earnings  for  that  year 
fell  short  of  its  expenses  by  the  amount  named. 

Q.  Can  you  state  how  much  was  charged  to  expenses  that  year 
that  should  have  been  charged  to  the  capital  account,  if  anything, 
by  that  company^  A.  In  my  judgment  there  was  nothing  so 
charged. 

Q.  Js  there  any  other  one  of  those  companies  that  lost  money 
that  year  i  A.  The  Central  New  York  Company  lost  $152,895.60. 

Q.  How  do  you  explain  that  ?    A.  How  do  I  explain  the  loss  ? 

Q.  Yes. 

By  Viee-Chairman  Merritt: 

Q.  Was  that  a  shortage  of  receipts  over  expenditures  ?    A.  Yes. 

0.  What  was  it  due  to,  a  bookkeeping  charge  for  replacement 
or  maintenance,  or  something  of  that  sort  ?  A.  Well,  it  included 
everything  of  that  sort.  I  can  give  you  an  annual  report  pub- 
lished by  that  company,  showing  the  whole  matter  in  detail  if 
you  would  like  to  have  it,  Mr.  Page.  The  simple  fact  is  that 
they  had  a  larger  plant  to  maintain  and  a  greater  expense  to  run 
their  system  than  they  could  get  money  to  meet.  That  is  the 
whole  of  it. 

By  Mr.  Page: 

Q.  Included  in  that  item  which  you  just  read  on  the  list  to  the 
Central  New  York  Company,  is  there  an  item  for  maintenance, 
an  item  for  depreciation  that  is  charged  oif?  A.  Well,  it  has  been 
so  long  since  I  have  looked  at  that  account,  that  I  am  unable  to 
say;  but  unquestionably  there  were  these  items,  the  general  ex- 
pense of  the  company,  the  exix^nse  of  procuring  and  handling  its 
traffic,  which  we  call  operating  ex])ense,  the  maintenance  of  the 
plant,  including  a  percentage  for  depreciation  probably.  That  I 
wouldn't  be  positive  about,  and  such  items  as  taxes,  insurance, 
and  what  we  improperly  call  rentals  to  the  A.  T.  &  T.  Co. 

Q.  Is  there  anything  charged  in  there  for  reserve?  A.  For 
depreciation  reserve?  I  would  have  to  refer  to  the  books  to 
answer  that.     I  take  it  that  there  was. 
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Q.  Certainly  no  surplus  charged  in  there?  A.  No  surphis 
earnings ;  there  was  none  to  charge. 

Q.  Is  a  part  of  that  loss  due  to  the  giving  of  free  service,  or 
service  at  a  very  low  price  in  a  part  of  their  territory,  in  order 
to  meet  competition  ?  A.  Unquestionably,  a  large  part  of  it  was 
due  to  the  fact  that  they  were  forced  to  render  service  in  places 
at  less  than  cost  because  of  competition. 

Q.  Would  it  be  better,  perhaps,  instead  of  saying  to  meet  com- 
petition, to  say  to  kill  competition  ?  A.  Well,  that  is  a  playing  on 
words  which  is  — 

Q.  That  is  when  you  say  "  meet  competition,"  you  mean  **  kill 
competition?"  A.  Well,  in  every  proper  way.  I  mean  this,  ilr. 
Page :    May  I  tell  you  exactly  what  I  mean  ? 

Q.  Certainly.  A.  Usually,  when  you  say  that  you  stifle  com- 
petition, you  go  in  and  buy  the  other  man's  plant  and  fix  his  rates. 

By  Vice-Chairman  Merritt: 

Q.  Assume  his  business?  A.  Assume  his  business  or  restrict 
his  product.  Now,  nothing  of  that  kind  happened  there.  But 
here  was  a  telephone  company,  the  Central  New  York  Telephone 
Company,  with  a  large  plant  which  was  not  fit  or  suitable  for 
anything  else  than  the  telej)hone  business  which  it  had  put  there 
to  carry  on.  There  were  poles  and  wires  and  central  office  equip- 
ment and  station  equipment.  Of  course  you  may  take  the  stations 
away  if  you  couldn't  get  the  business  for  them,  and  use  them  else- 
where;  but  you  couldn't  take  your  poles  and  wires  away;  so  that 
if  you  couldn't  get  a  full  loaf,  you  had  to  take  a  half  loaf;  there 
was  no  salvage  to  be  gained.  That  is  one  of  the  peculiarities  of 
the  telephone  business  that  you  can't  move  your  factory  at  will 
from  one  point  to  another;  and  when  I  say  to  meet  competition, 
I  mean  that  believing  firmly  that  two  telephone  companies  cannot 
be  permanently  successful  in  any  one  community,  that  we  were 
constantly  endeavoring  to  survive  in  this  struggle  for  the  survival 
of  the  fittest. 

Q.  How  much  of  that  territory,  Mr.  Bethell,  for  instance,  that 
the  Empire  controlled  was  of  a  nature  that  made  it  naturally,  at 
that  time,  territory  where  the  business  was  l)eing  introduced  ana 
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yet  had  not  yet  arrived,  if  it  ever  would,  at  a  point  where  it  would 
be  profitable  as  compared  with  the  entire  territory  that  the  com- 
pany covered  ?  I  know  something  about  that  region  up  there.  A. 
You  take  the  Central  Kew  York  territory,  Mr.  Merritt,  it  had 
some  excellent  towns  and  cities,  Syracuse,  IJtica,  Watertown, 
Oneonta.  Ogdensburg  is  a  very  good  place,  and  you  know  the 
rest  of  the  territory,  speaking  broadly,  is  rather  thin  territory.  I 
think  I  haven't  omitted  mentioning  any  town. 

Mr.  Page:     You  have  omitted  Potsdam. 

The  Witness  :     Potsdam,  excuse  me. 

Q.  Rather  a  thin  place?  A.  K^ow,  take  the  Empire  City  terri- 
tory, it  had  Auburn  and  Cortlandt,  and  Oswego.  That  is  about 
all  the  big  places  it  had.  The  Hudson  River  territory  was  a  good 
territory  in  one  sense.  Here  is  Albany,  Schenectady  —  and 
Schenectady  has  b^en  a  very  growing  place,  a  very  wide-awake  and 
live  place.  And  Troy.  Then  coming  down  the  river,  there  were 
towns  of  25,000  or  more,  Newburgh  and  Poughkeepsie,  Hudson  -. — 
well,  Hudson  is  not  quite  in  the  class  of  those  I  mentioned.  And 
this  territory  ran  off  to  the  west,  covering  Middletown,  Goshen  and 
away  over  to  Port  Jervis.  Then  it  went  north,  taking  in  the 
Adirondack  region,  and  Plattsburgh  clear  up  to  Malone.  !N^ow, 
this  whole  territory,  including  New  York  city,  should  be  operated 
as  one  system  because  not  only  of  the  incidental  advantages  of 
better  service  through  uniform  management  and  uniform  methods, 
but  speaking  commercially  and  broadly,  the  whole  must  support 
the  whole.  The  commercial  and  social  welfare  of  New  York  city 
is  dependent  upon  the  commercial  welfare  of  the  rest  of  this 
State.  Now,  I  don't  mean  to  intimate  by  that,  that  there  is  some 
thin  territory  up  there  that  New  York  city  is  carrying  as  a  burden. 
I  will  say  this:  That,  with  the  cleaning  out  of  the  capitalization 
that  was  done  up  there,  the  up-State  companies  that  I  have  already 
described  —  this  whole  cleaning  out  fell  upon  those  companies.  I 
believe  that  the  time  will  very  soon  come,  if  it  is  not  already  here, 
when  those  companies  will  contribute  fairly  to  the  dividend  that 
is  paid  on  the  property  as  a  whole.  Now,  it  is  impossible  for  any 
man  to  say,  in  a  complex  business  like  this,  just  how  much  you 
earn  on  a  certain  business  on  this  side  of  the  New  York  city  line, 
and  on  the  other  side.  You  can't  distribute  your  expenses  with 
that  exactness. 
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Q.  Would  you  be  willing  to  say  that  your  point  of  view  in  this 
matter  is  in  parallel,  to  a  large  extent,  with  the  problem  of  State 
taxation?  Representatives  of  Kew  York  city  frequently  com- 
plain that  they  pay  the  taxes  for  the  whole  State,  and  we  venture 
to  suggest  in  reply  that  we  are  just  as  important  to  the  State  as 
the  metropolis  and  our  interests  are  one,  broadly,  and  they  have 
got  the  money  ?  A.  Not  quite  that. .  1  take  this  view  of  it :  It  is 
very  much  like  the  postal  service,  if  you  please.  If  a  man  had 
the  monopoly  of  the  postal  business,  delivering  local  letters  here 
in  New  York  city,  he  could  make  a  big  sum  of  money  out  of  it; 
but  when  he  has  to  carry  the  mails  all  over  the  United  States,  to 
every  little  place,  the  whole  thing  doesn't  make  so  much  — 

By  Mr.  Page: 

Q.  Don^t  you  think  it  would  make  more  if  there  was  a  parcel? 
post?  A.  Well  now,  let  me  finish.  For  example,  the  German 
government  had  a  monopoly  of  the  postal  business  except  right  in 
the  city  of  Berlin,  and  there,  there  was  a  company  in  competition 
with  the  government  that  handled  that  local  mail  business  until 
only  a  few  years  ago  and  they  made  a  vast  amount  of  money  ont 
of  it,  and  the  government  saying  that  we  have  to  bear  the  burden 
of  reaching  all  the  outlying  points  and  won't  permit  you  to  do  this 
business  here.  And  so  they  didn't.  I  can  pick  out  places  righi 
here  in  New  York  that  are  not  self-supporting.  You  can  take  somo 
sections  over  here,  particularly  in  the  undeveloped  portions  of 
Queens  borough,  and  they  are  an  actual  burden  upon  the  system, 
as  a  whole,  yet  they  are  essential  to  the  system  and  it  would  W 
unwise  for  us  to  say  you  can't  have  any  facilities  because  you 
can't  pay  your  own  way,  so  that  I  think  that  within  reasonable 
limits,  and  that  is  what  we  endeavor  to  do  is  to  distribute  the 
whole  burden  of  furnishing  the  telephone  business  throughout  the 
city  of  New  York  fairly  and  equitably  between  the  various  locali- 
ties, and  then  fairly  and  equitably  within  each  class  between  the 
various  classes  of  users.  Now,  Mr.  Page,  I  would  like  to  say  one 
more  thing  upon  this  point.  That  is  the  qeustion  as  to  whether 
or  not  New  York  is  made  to  bear  a  greater  burden  than  it  should : 
that  if  the  telephone  company  to-day  capitalized  its  franchises,  it 
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it  took  advantage  of  all  of  those  items  which  the  courts  have  held 
are  its  property  and  which  it  has  a  right  to  earn  on,  if  it  wanted 
to  take  advantage  of  all  those  points,  that  Xew  York  State  wouldn't 
even  contribute  a  fair  share  of  its  burden  so  that  by  waiving  those 
things,  we  are  dealing  fairly  not  only  with  Xew  York  but  with 
the  whole  territory;  and  in  my  humble  judgment,  New  York  is 
not  suffering  an  unnecessary  burden  as  are  any  one  of  the  other 
places. 

Bv  Vice-Chairman  Mekbitt: 

Q.  When  you  testified  before,  Mr.  Bethell,  as  I  remember  it, 
you  said  something  in  regard  to  the  reductions  that  had  been 
made  from  time  to  time  in  the  charges  which  originated  as 
licenses  ?    A.  On  this  four  and  a  half  per  cent,  business  ? 

Q.  I  will  come  to  that.  I  wanted  to  ask  you  here  has  that  been 
made  from  time  to  time  by  a  reduction  of  the  charge  to  the 
operating  companies  apparently  as  a  result  of  the  necessity  to  do 
so  in  order  that  they  might  survive  at  all,  to  what  extent,  in  your 
opinion,  speaking  broadly,  that  situation  has  been  such  a  burden 
on  those  companies  like  the  Empire  and  the  Central  of  New 
York,  and  so  on,  that  it  has  to  do  quite  largely  with  their  being 
on  the  red  side  of  the  ledger  now  covering  the  period  of  their 
operations.  I  assume  that  they  couldn't  see  from  the  beginning, 
the  end  of  all  those  things;  but  all  those  years  they  have  been 
paying  an  overhead  charge?     A.  Yes. 

Q.  To  what  extent  was  that  so  serious  a  charge  as  to  be  a  large 
feature  in  the  fact  that  they  haven't  been  as  prosperous  as  they 
ought  to  be  or  should  have  been  under  present  conditions?  A. 
Well,  that  charge  you  have  termed  it  well,  an  overhead  charge, 
and  I  would  like  to  state  that  it  is  an  overhead  charge.  As  I  told 
you  the  other  day,  it  began  by  charging  so  much  for  instruments, 
as  a  sort  of  rental.  That  was  the  idea.  Then,  after  a  number  of 
years,  this  overhead  charge,  so  to  speak,  was  distributed  over  the 
country  in  accordance  with  the  number  of  telephones  used  by 
each  one  to  pay  a  percentage  on  its  gross  earnings.  Xow  when  we 
operate  a  territory  as  a  whole,  with  several  grand  divisions  in 
each,  we  charge  to  each  division  the  amount  of  the  expense  that 
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must  be  specifically  charged  to  that  division  by  carrying  on  the 
operations.  Then  we  take  these  overhead  expenses  and  distribute 
them  among  the  divisions,  usually  on  the  basis  of  their  gross 
earnings.  That  is  the  accepted  railroad  practice,  and  the  gen- 
eral practice  of  accounting  approves  that  method  of  distributing 
an  overhead  expense.  Now,  answering  directly  your  question 
about  those  up-State  companies,  I  think  that  that  has  had  verv 
little  effect;  because  the  aggregate  amount  don't  occur  in  those 
particular  cases.  Moreover,  I  would  go  further  and  say  that  I 
think  they  would  have  sooner  reached  red  figures,  that  is,  at  a 
much  earlier  date  and  perhaps  have  been  unable  to  carry  on  their 
transactions  or  save  their  property  at  all  if  it  had  not  been  for 
this  very  item  of  expense.  Now,  let  me  illustrate  it  right  in  con- 
nection with  these  companies.  The  very  smallest  thing  for  which 
that  four  and  one-half  per  cent,  is  paid,  is  for  the  telephone  in- 
struments themselves.  The  Bell  Company  furnished  those  com- 
panies with  all  their  telephone  instruments  and  replaced  them 
when  they  wore  out;  but  that  was  the  very  smallest  thing  thev 
had  as  a  consideration.  One  of  the  biggest  things  was  the  ad- 
vantage of  all  the  patents,  Xow  there  are  about  a  thousand 
patents  alive  to-day,  not  on  the  telephone  instrument  itself,  but  on 
various  methods,  and  particularly  covering  Professor  Pupine's 
inventions.  The  telephone  company  has  the  use  of  those  without 
any  compensation  whatever,  except  included  in  that  four  and  a 
half  per  cent.  Now,  suppose  somebody  comes  along  and  claim?: 
that  we  are  infringing  some  patent.  .  There  was  a  case  of  that 
kind  here  just  a  short  time  ago  —  the  Ilerzog  case,  where  the 
telesemc  was  alleged  to  be  an  infringement  of  the  private  branch 
exchange  in  the  hotels.  Xow,  the  parent  company  comes  in  and 
assumes  all  the  cost  of  protecting  that  suit.  Then  there  is  general 
advertising  and,  what  is  of  particular  importance  up  in  this  north- 
ern country,  a  financial  aid  when  they  needed  it  on  fair  terms. 
Now,  those  companies  got  that  money.  Nobody  else  on  earth 
would  have  loaned  it  to  them  at  rates  of  5  and  6  per  cent. 

Q.  Were  the  notes  which  were  spoken  of  all  given  for  cash 
advances  and  not  in  any  case  for  accrued  interest  or  licenses. 
A.  No,  I  mean  to  say  that  every  dollar  of  those  notes  represented 
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cash  actually  paid  out  of  the  treasury  of  the  A.  T.  and  T.  Com- 
pany into  the  treasury  of  those  other  companies  and  used  in  their 
work.  Xow,  coming  back  to  where  we  made  this  digression.  Of 
course,  those  companies  got  all  the  advantage  of  the  very  expensive 
experimental  work  along  the  line  of  developing  new  switchboards 
like  this  common  battery  board  that  we  have  —  where  you  simply 
take  the  telephone  off  the  hook  and  it  lights  a  lamp  instead  of 
turning  a  crank.  That  cost  a  tremendous  amount.  The  auto- 
matic switchboards  that  come  up  from  time  to  time,  they  have 
to  investigate  them  and  determine  whether  there  is  anything 
in  them  or  not.  They  bear  all  of  that  expense.  Now,  picture, 
if  you  please,  the  whole  United  States  operating  as  one  telephone 
property.  Say  the  Bell  Company  was  the  only  company  operat- 
ing over  the  whole  United  States,  and  here  was  a  headquarters 
that  carried  on  this  particular  function.  That  is  what  you  would 
call  the  overhead  expense.  Now,  it  has  got  to  distribute  that 
among  those  various  properties  on  some  fair,  equitable  basis,  and 
they  take  gross  earnings  of  the  several  places  as  a  basis  of  dis- 
tributing it.  Xow,  it  does  not  make  any  difference  whether,  as 
in  this  particular  place  here,  the  A,  T.  and  T.  does  or  does  not 
hold  all  of  the  capital  stock  of  the  Xew  York  Telephone  Com- 
pany, because  that  expense  is  there ;  there  is  no  way  to  get  rid  of 
it  unless  you  are  going  to  abandon  all  those  functions;  and  they 
are  absolutely  necessary  functions.  Xow,  let  us  assume  that 
thev  are  there  and  must  remain  there.  This  territory  must  bear 
its  fair  share  of  the  whole  overhead  expense.  Xow,  at  the  pres- 
ent time  we  pay  4^/o  per  cent,  on  the  gross  earnings.  This  4^/2 
per  cent,  came  about  this  way:  Mr.  Fish  introduced  that  when 
he  was  president  of  the  A.  T.  and  T.  We  threshed  that  thing 
back  and  forth  to  determine  whether  or  not  that  was  a  fair  amount, 
and  he  showed  the  whole  transaction,  what  his  expenses  were, 
and  we  accepted  it,  and  after  a  time  we  had  —  I  was  with  the 
Xew  York  Company  at  that  time  and  not  with  the  Xew  York  and 
Xew  Jersey,  and  that  scheme  was  introduced,  and  the  Xew  York 
and  New  Jersey  objected  to  that  amount ;  We  were  charging  them 
5  per  cent,  instead  of  4i/>  for  being  sub-licensees,  we  having  to 
handle  things  indirectly,  and  they  protested  against  it,  and  finally 
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we  yielded  and  they  came  in  gracefully  on  the  4^^  ixjr  cent.,  so 
that  we  all  paid  exactly  the  same  amount.  Xow,  as  long  as  the 
A.  T.  and  T.  holds  all  of  the  capital  stock  of  some  companies, 
and  not  all  of  the  cai)ital  stock  of  other  companies,  I  don't  see 
any  fairer  way  of  distributing  these  necessary  exiK^nses  l)et\veeii 
the  various  territories  than  just  what  they  are  doing  now  —  on 
the  gross  earnings  basis.  Of  course,  if  the  time  ever  came  when 
the  A.  T.  and  T.  owned  all  of  the  capital  stock  of  all  of  the  com: 
panics,  it  would  be  an  unnecessary  method.  They  would  simply 
say  that  such  and  such  a  company  has  its  expense,  which  amomits 
to  so  much,  and  here  is  the  overhead  expense,  which  has  got  to  l>e 
distributed  among  them  all,  if  distributed  at  all.  If  they  held  all 
the  stock,  there  would  not  be  anv  need  of  that  method  at  all;  Init 
until  that  time  arrives,  I  can't  see  any  l)etter  way  of  doing  it,  and 
I  can't  see  that  any  company  is  injured  even  if  it  does  stand  in 
the  attitude  of  having  all  its  stock  held  by  the  A.  T.  and  T.  There 
is  no  double  payment  there.  It  is  simply  that  we  are  paying  our 
share  of  the  overhead  expense. 

Q.  The  only  question  involved  now  is  whether  4^/^  ])er  cent,  is 
fair?  A.  Yes.  That  is  just  the  point  I  wanted  to  reach  where  it 
is  only  a  question  whether  4VL»  P^i*  cent,  is  a  fair  amount.  Xow, 
we  must  concede  that  in  carrying  this  business,  with  all  of  it?^ 
functions  I  have  spoken  of,  they  are  necessary  functions  to  l)e 
carried  on.  We  have  got  to  keep  pace  with  the  develojmient  of 
the  art  throughout;  we  have  got  to  finance,  and  there  is  another 
thing  I  don't  think  I  mentioned;  we  have  the  legal  assistance 
on  all  questions,  as,  for  example,  questions  come  up  between  ns 
and  the  users  of  high-tension  circuits,  strong  currents  that  aflFect 
our  wires.  The  legal  de])artment  of  the  A.  T.  and  T.  takes  that 
up  and  threshes  it  out  for  us,  so  that  all  of  those  functions  which 
you  can  call  headquarters  or  overhead  interests  must  be  borne. 
!Now,  the  test  of  that  is  simply  this :  Does  the  A.  T.  and  T.  have 
greater  earnings  than  it  should  have  ?  If  you  look  at  its  annual 
report  for  1908  you  will  see  that  it  earned  a  fracticm  over  10  per 
cent,  and  it  paid  8  per  cent,  dividends.  Xow,  for  a  company  to 
pay  8  per  cent,  it  should  earn  approximately  10  per  cent.;  if  it 
pays  7  it  should  earn  approximately  9 ;  if  it  pays  6  it  should  earn 
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approximately  8;  because  you  can't  pay  out  all  your  earnings  in 
dividends;  you  have  to  keep  something  for  expenses  and  so  on. 
The  question  is,  is  8  per  cent,  an  unfair  rate  of  dividend?  I 
think,  myself,  that  companies  fearing  public  sentiment  that  keep 
the  dividend  rate  dov^n  low  are  tempted,  beyond  their  abilities  to 
resist,  to  overcapitalize  themselves  and  spread  their  earnings  out 
over  a  larger  area,  and  therefore  this  pressure  on  the  part  of  the 
public  for  a  low  dividend  rate,  such  a  rate  as  you  couldn't  place 
gilt-edged  bonds  at,  is  simply  an  inducement  to  overcapitalization. 
Then  if  they  can  catch  up  with  the  overcapitalization  they  swell 
it  again. 

Q.  The  history  of  some  of  the  corporations  has  been  that  there 
was  also  a  temptation  to  carry  in  operating  expenses  things  that 
ought  to  go  to  capital  account  ?     A.  Yes,  that  is  very  true.     It  has 
that  tendency  all  the  way  through.    Now,  8  per  cent,  is  not  —  I 
was  going  to  say  it  was  not  an  excessive  amount;  in  fact,  it  is 
practically  the  lowest  amount  that  can  properly  be  paid  if  you 
are  going  to  keep  pace  with  the  commercial  development  of  the 
country.    Now,  there  are  several  cases  I  could  <;ite.     Here  is  the 
Pennsylvania  Telephone  Company,  that  paid  6  per  cent.,  and  it 
couldn't  sell  its  stock  in  sufficient  quantities  to  develop  its  busi- 
ness.    The  Hudson  River,  for  a  time,  paid  this  for  the  same  rea- 
son, and  there  have  been  times  when  an  8  per  cent,  stock  has  even 
been   below  par  within  the  last  three  years,  through  financial 
conditions ;  and  your  rate  of  return  must  be  suflBcient  to  get  in  the 
new  capital  that  you  require  constantly  for  an  expanded  business 
like  this  is.     It  is  not  like  a  railroad  business.     You  don't  lay 
down  your  track  and  buy  your  equipment  and  then  have  small 
extensions,  sidings  and  so  forth;  but  every  new  subscriber  adds 
to  vour  construction  account.     You  have  to  build  a  new  line,  so 
your  capital  account  is  never  closed.    From  year  to  year  you  have 
got  to  draw  in  new  capital  and  your  rate  of  return  has  got  to  be 
at  a  figure  which  will  draw  that  money  in.     My  idea  is  that  the 
capitalization  should  be  sound  and  clear  and  clean.     And  that 
then   the  rate  of  return  should  be  sufiicient  to  bring  in  all  the 
necessary  new  money  to  provide  for  extensions,  and  let  the  ser- 
vice be  kept  right  up  to  the  highest  notch  of  efficiency,  and  charge 
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only  to  expenses  those  things  that  belong  to  expenses,  and  to  cap- 
ital those  things  that  belong  to  capital.     Now,  if  that  is  accepted 
—  that  is,  if  we  accept  that  8  per  cent,  as  a  fair  return  and  we 
only  pay  8  per  cent.,  yon  have  got  to  earn  a  margin  over  that, 
making  the  total  10  per  cent.     Now,  let  us  see  what  the  result  i?. 
The  figures  for  1908  —  the  annual  report  of  the  A.  T.  and  T. — 
shows  that  it  earned  a  little  over  10  per  cent.    .Now,  how  did  it 
earn  that?     It  gets  its  earnings  from  the  long-line  business,  con- 
necting those  various  local  territories  which  it  operates  direct. 
Then  it  got  its  dividends  and  interest  on  the  securities  that  it 
holds  of  those  companies.     Now,  those  securities  simply  repre- 
sent the  plants  of  those  companies  —  the  property  of  it  —  and 
let  us  say  that  the  A.  T.  and  T.'s  own  charges  on  its  dividends  — 
its  dividend  rate  is  8  per  cent.     Now,  it  has  a  lot  of  5  per  cent, 
money,   we   will   say,    represented   by   bonds   and   so   on.     Jii^t 
assume,  for  the  minute  —  these  are  only  assumptions,  because  I 
haven't  analyzed  the  figures  and  am  not  making  them  exact  — 
that  they  were  paying  7  per  cent.     Now,  they  have  those  over- 
head expenses,  which  have  got  to  be  taken  care  of  somehow.    Sup- 
pose they  get  7  per  cent,  out  of  the  other  companies.    That  would 
be  the  overhead  expenses  not  taken  care  of  at  all;  so  that  unless 
you  get  it  in  the  shape  of  this  4%  per  cent,  you  would  have  to  get 
it  from  the  other  companies  or  returns  of  some  sort  from  the  7 
per  cent,  required  to  meet  the  outgo  on  its  own  securities,  so  that 
brings  it  right  back  to  where  I  say  it  seems  to  me  that  under  the 
present  conditions  there  is  no  better  method  of  distributing  this 
necessary   overhead   expense,    and   that   it    is   fairly   distributed 
throughout  the  coimtry,  and  that  the  commission  is  certainly  fair 
to  the  companies  that  pay  it.     I  suppose  that  New  York  is  the 
extreme  case.     Here  it  amounts  to  pretty  nearly  a  million  and  a 
half,  and  yet  it  looks  big,  taken  alone.     If  you  take  it  with  the 
other  items  of  our  expenses,  conducting  the  business  as  a  whole, 
it  is  not  so  great.     Then,  if  you  look  at  it  in  another  way:   Su|>- 
pose  we  had  to  run  all  the  risks,  we  had  to  get  those  function? 
performed  for  us  by  an  outside  party  —  we  couldn't  do  it,  as  a 
matter  of  fact,  because  nobody  else  could  keep  lip  with  the  d(*- 
velopments,  or  could  aflFord  us  the  same  sort  of  legal  advice  and 
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assistance,  or  could  provide  us  the  same  protection  against  alleged 
infringements,  or  could  give  us  the  same  advantages  in  the  way 
of  patents ;  but  if  we  could  get  all  of  those  things  from  an  outside 
source,  we  would  consider  that  amount  an  exceedingly  fair  and 
reasonable  amount.  Kow,  I  suppose  that  in  the  aggregate  we  pay 
more  than  any  other  company.  I  haven't  the  exact  figures,  but 
I  take  it  that  we  do.  It  is  reasonable  to  assume  that  my  group  — 
I  should  say,  the  group  that  I  have  been  talking  about  this  morn- 
ing—  pays  a  larger  proportion  than  any  other  one  company 
throughout  the  country,  and  I  must  say  that  I  consider  it  a  very 
fair  charge,  and  that  the  method  of  imposing  it  is  a  most  equi- 
table one. 

By  Mr.  Page: 

Q.  That  is,  the  stockholders  must  have  dividends  and  the  pub- 
lic that  use  the  phones  must  pay  them  ?  A.  How  is  that,  Mr. 
Page? 

Q.  I  say,  your  point  in  regard  to  the  necessity  of  paying  an  8 
per  cent,  dividend  on  the  A.  T.  and  T.  stock  means  substantially 
that  stockholders  must  have  the  dividend  and  the  public  must 
pay  it  ?  A.  Yes ;  otherwise  you  wouldn't  get  the  funds  that  you 
need  for  the  development  of  the  business. 

Q.  You  spoke  of  the  legal  expenses  or  the  legal  services  ren- 
dered to  the  New  York  Telephone  Company  by  the  A.  T.  and  T. 
Is  any  of  that  included  in  the  item  of  legal  expenses  in  your 
statement?    A.  No. 

Q,  It  shows  that  your  legal  expenses  for  the  year  1908  were 
$110,081.87  ?  A.  Xo,  sir;  that  is  not  payable  to  the  A.  T.  and  T. 
That  amount  is  payable  to  counsel  throughout  the  State  for  carry- 
ing on  various  suits  and  so  on.  We  have  quite  a  number  of 
counsel. 

Q.  Have  you  a  salaried  counsel  throughout  the  State?  A, 
Well,  we  pay  retainers.  We  have  our  own  office  counsel,  of 
course,  here  in  New  York.  Mr.  John  G.  Milburn  is  our  counsel 
on  occasion.    We  have  had  — 

Q.  That  is,  at  a  regular  annual  retainer  ?  A,  I  have  forgotten 
whether  we  pay  him  an  annual  retainer  or  whether  it  is  paid  — 
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may  I  ask  Mr.  Brown  ?  I  am  not  sure  about  it,  and  I  have  no 
objection  to  giving  yon  that  in  detail. 

Q.  Does  the  company  have  throughout  the  State,  in  different 
cities,  counsel  on  an  annual  retainer?  A.  I  don't  know  exactly 
the  method  which  we  pay  counsel.  We  have  some  on  annual 
retainers.  We  employ  Mr.  Milburn  here  and  —  did  we  employ 
Mr.  Grout  ?  Mr.  Milburn  and  Mr.  Eggleston,  and  we  employ  Mr. 
Delehanty  at  Albany  and  Mr.  Fine  at  Ftica  and  Mr.  Xorton  at 
Buffalo;  quite  a  number  of  other  counsel.  I  will  be  very  glad  to 
give  you  a  list  of  all  of  them. 

Q.  Someone  in  Rochester?  A.  You  know,  I  just  got  the  Bell 
of  Buffalo  the  1st  of  October.    Mr.  Barhart. 

Q.  And  some  one  in  Syarcuse  ?    A.  Mr.  ISTottingham. 

Q.  All  of  those  gentlemen  are  on  an  annual  retainer?  A.  I 
think  they  are,  Mr.  Page. 

By  Vice-Chairman  Merritt: 

Q.  Your  company  deals  with  all  the  specific  litigations  in  which 
it  is  interested  directly  ?  A.  Yes.  But  you  take  a  case  like  this 
Herzog  case,  involving  a  big  patent  suit.  That  case  was  carried 
on  entirely  by  the  A.  T.  and  T.  and  at  its  expense,  although  it 
was  aimed  against  the  Xew  York  Telephone  Company.  There  is 
another  case  involving  an  alleged  infringement  of  the  Bair  pat- 
ent on  pay  station  devices.  The  A.  T.  and  T.  takes  it  up  and 
defends  it. 

By  Mr.  Page: 

Q.  What  was  the  dividend  of  the  New  York  Telephone  Com- 
pany for  the  year  1908?    A.  You  mean  the  rate? 

Q.  Yes,  the  rate  ?    A.  Oh,  6  per  cent. 

Q.  Not  the  A.  T.  and  T. ;  the  New  York  Telephone  Company? 
A.  Six  per  cent.,  I  think,  in  1908.  It  is  in  the  original  statement 
I  gave  you;  1908  it  was  6  per  cent. 

Q.  Do  you  anticipate  that  now  this  merger  and  consolidation 
has  been  completed,  that  you  will  be  able  to  pay  the  same  rate  of 
dividend  on  this  increased  stock  of  the  New  York  Telephone  Com- 
pany?   A.  I  don't  seem  to  have  made  it  clear  to  you,  Mr.  Page, 
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that  this  increased  stock  does  not  impose  any  additional  burden 
upon  the  company,  because  it  acquired  assets. 

Q.  I  understand  it  acquired  assets.  A.  For  every  dollar  of  the 
stock  issued. 

Q.  It  might  be  suggested  that  the  assets  acquired  were  assets 
that  are  not  so  profitable,  perhaps,  as  the  assets  that  were  repre- 
sented by  the  stock  of  the  New  York  Company  before  the  con- 
solidation. Now,  the  question  is,  can  you,  now  that  the  consolida- 
tion and  merger  is  effective,  pay  as  large  a  dividend  on  the  present 
capital  of  the  company  as  you  did  previous  to  the  consolidation  on 
the  then  capital  of  the  company  ?    A,  Yes. 

Q.  There  has  been  a  suggestion  made  that  one  of  the  objects 
of  the  consolidation  was  to  take  a  portion  of  —  well,  to  illustrate, 
say  the  mountain  of  profits  in  New  York  city  and  with  it  fill  up 
the  vallevs  of  loss  in  the  territory  of  the  Central  New  York  and 
of  the  Empire,  and  spread  the  rest  of  it  over  the  whole  State? 
A.  Yes. 

Q.  I  wondered  if  that  would  bring  down  the  earnings,  or  if 
that  were  true  ?    A.  May  I  answer  it  ? 

Q.  Certainly ;  give  whatever  explanation  you  have.  A.  I  spoke 
a  moment  ago  on  this  general  question  of  leveling  the  mountains 
and  filling  up  the  valleys,  to  use  your  own  language;  but  let  us 
see  whether  there  was  any  mountain,  in  the  first  place.  Now, 
the  Ainsworth  Committee  —  this  is  ancient  history  —  but  the 
Ainsworth  Committee  made  an  examination  in  1888,  investigated 
the  telephone  companies  up  to  that  time.  Now,  they  gave  figures 
for  the  New  York  Telephone  Company  which  were  heralded  as 
showing  very  large  profits,  and  a  part  of  their  report  was  abso- 
lutely ignored  and  overlooked.  In  connection  with  the  figures  of 
the  New  York  Telephone  Company,  they  said  that  if  this  com- 
pany had  provided  a  depreciation  fund  to  take  care  of  its  loss  of 
its  overhead  lines,  which  must  necessarily  soon  come  down,  its 
earnings  would  have  been  so  and  so.  Now,  that  was  a  very  cor- 
rect prophecy  and  we  realized  it,  and  telephone  history  shows  that 
only  a  short  time  after  that  it  became  necessary  to  sacrifice  all 
of  those  poles  and  overhead  wires  and  to  go  underground,  and  the 
amount  of  depreciation  which  the  Ainsworth  report  shows  should 
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have  been  piled  up  was  actually  required  to  meet  that  extraor- 
dinary and  severe  loss.  Now,  taking  that  item  into  account  in 
the  Ainsworth  report,  the  figures  showed  a  net  earning  here  of  a 
fraction  of  somewhere  —  I  have  forgotten,  but  it  was  9.66,  as  I 
remember  it,  per  cent,  per  year  the  way  the  thing  figured  out  It 
was  less  than  10  per  cent.  A  short  time  ago  the  Merchants'  Asso- 
ciation made  an  investigation  covering  eighteen  years,  beginning 
about  1888,  I  think.  They  covered  a  period  of  eighteen  years. 
They  had  Church,  Kerr  &  Co.  as  advisory  engineers  and  they  had 
the  New  York  Audit  Company  to  make  an  examination  of  our 
accounts.  Now,  I  have  forgotten  the  amount  that  they  found  as 
an  average  earnings  per  year,  but  they  were  not  deemed  excessive? 
covering  that  whole  period,  it  was  10  or  12  per  cent. —  about  a 
fraction  over  11  per  cent.  Now,  you  have  got  a  copy  of  both 
of  those  documents,  no  doubt.  Now,  at  that  time,  we  made  a 
revision  of  our  rates  which  cut  down  the  rate  of  return,  and  since 
then  we  have  revised  rates  right  along. 

Q.  Have  you  increased  any  rates  in  the  course  of  those  re- 
visions ?  A.  You  might  say  that  an  individual  item  here  and  there 
may  have  been  increased;  but  the  tendency  and  the  whole  thing 
has  been  a  revision  downward. 

Q.  That  is,  taking  the  territory  of  the  company  as  a  whole? 
A.  Taking  the  territory  of  the  company  as  a  whole ;  and  not  only 
that,  Mr.  Page,  but  taking  each  individual  class  of  subscribers  — 
and  I  will  bring  that  out  fully  when  I  come  to  discuss  rates,  if 
you  want  that  done.  But  coming  back  to  this  particular  point. 
There  is  no  great  mountain  to  be  leveled.  Now,  as  to  the  valleys, 
you  have  seen  some  red  figures  there  at  a  time  when,  as  I  say, 
those  companies  were  under  the  stress  of  fierce  competition. 
They  had.  built  lines  way  in  advance  of  their  requirements,  in 
the  hope  of  getting  business,  and  — 

Q.  There  are  only  two  companies  that  show  a  loss  ?  A.  There 
are  only  two  companies  that  show  a  loss,  that  is  true;  but  you 
can  take  the  territory  as  a  whole,  from  Buffalo  down  to  the  Bronx 
line,  and  it  is  one  of  the  best  territories  in  the  world.  There  is 
no  great  valley  there.  The  State  isn't  being  carried  at  the  expense 
of  New  York  citv.     Of  course,  I  include  in  all  these  references 
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the  northern  half  of  New  Jersey.  It  is  just  as  much  a  commercial 
part  of  this  metropolis  as  any  other  part  is.  Of  course,  it  is  in  a 
different  State,  but,  telephonically,  we  have  to  look  at  a  great 
urban  center,  no  matter  how  many  municipalities  are  in  it.  And 
our  whole  rate  problems  are  worked  out  along  those  lines. 

Q.  Is  it  possible  that  the  loss  in  Syracuse,  or  in  the  territory 
of  the  Central  Xew  York  Company,  was  partly  due  to  the  com-, 
paiiy  being  compelled  to  put  its  wires  underground  in  Syracuse  ? 
A.  Very  largely.  I  had  overlooked  that.  Only  a  few  years  ago 
there  was  a  decided  movement  in  Syracuse  to  get  the  wires  under- 
ground, and  we  were  willing  and  desirous  of  co-operating  with 
the  city  to  that  end.  The  mayor  wanted  to  avoid  the  duplication 
of  poles  by  having  us  go  on  the  same  poles  with  the  other  com- 
pany. In  other  words,  he  wanted  to  have  two  Kilkenny  cats  lie 
down  and  sleep  together  peacefully  in  the  same  bed. 

Q.  Or  on  the  same  pole?    A.  Or  on  the  same  pole,  yes.     We 
thought  that  wasn't  wise,  but  we  told  him  that  we  would  go  under- 
ground, far  in  advance  of  the  ordinary  requirements  imposed  by 
other  cities  of  what  we  believe  our  duty  to  be  to  the  public.     Now, 
you  can  get  underground  too  much  in  certain  places,  and  you  are 
not  fair  to  your  subscribers,  because  it  imposes  a  great  burden 
upon  you  where  your  lines  are  scattered  to  put  them  underground, 
and  you  simply  load  yourself  with  expenses  which  you  have  got 
to  make  up  out  of  your  rates,  so  we  make  the  best  service  we  can 
on  the  best  terms  and  yet  not  unnecessarily  load  up  the  streets 
and  highways  with  poles.     Now,  we  went  underground  in  Syra- 
cuse way  in  advance  of  our  needs,  and  we  rather  had  a  hope  that 
we  would  develop  a  much  larger  business  than  we  did  there.     Our 
hopos  were  not  quite  realized.    We  put  up  a  magnificent  building 
in  Syracuse.    We  had  a  little,  you  might  call  it,  bad  judgment^  or 
misfortune.    We  went  up  there  and  bought  one  building,  and  we 
did  it  rather  hastily,  because  the  situation  was  urgent.     But  we 
found  that  it  would  not  fill  the  bill.    Then  we  bought  a  very  hand- 
some property  there  and  put  up  a  large  building,  and,  as  in  all 
this  sort  of  construction,  you  can't  confine  yourself  to  immediate 
needs. 

Q.  So  you  raised  your  fiixed  charges  faster  than  you  could  get 
nevr  business  ?    A.  Yes.    Now,  I  believe  in  Syracuse  we  overbuilt, 
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you  might  say,  and  that  had  a  large  influence  upon  producing 
those  red  figures.  We  built  toll  lines,  a  fine  system  of  toll  lines, 
all  over  the  country  from  city  to  city,  and  town  to  town,  before 
we  actually  got  the  terminals  to  provide  business  that  would  war- 
rant the  construction  of  those  toll  lines.  Now,  you  may  say,  Mr. 
Page  —  it  may  be  said,  properly,  that  any  loss  that  we  incurred 
during  that  period  when  we  were  trying  to  build  up  the  business 
to  utilize  all  the  plant,  that  that  should  be  charged  to  capital ;  but 
it  was  not,  and,  in  my  judgment,  it  should  not  be,  because  other- 
wise you  just  have  your  capital  piling  up  beyond  reasonable  limits. 
Now,  it  was  just  such  things  as  that  that  produced  those  red  fig* 
ures  up  there.  There  is  no  great  permanent  valley  and  there  is 
no  mountain  of  profits  down  here. 

Q.  Mr.  Bethell,  can  you  give  the  Committee  any  light  on  the 
subject  of  farmers'  lines,  so  called  ?    A.  Yes ;  I  am  a  farmer. 

Q.  You  understand  what  I  mean,  as  applied  to  the  rural  terri- 
tory of  the  State  ?  A.  We  feel  that  as  a  public  service  corporation 
it  is  our  duty,  not  only  to  the  agricultural  community,  but  to  the 
towns  which  live  and  thrive  because  they  are  in  the  center  of 
agricultural  towns,  and  then  in  turn  because  it  is  our  duty  to  the 
city,  it  is  reaching  clear  up  to  the  greatest  metropolis,  to  provide 
the  agricultural  regions,  the  farmers,  with  facilities  at  reasonable 
rates.  Now,  we  can  run  a  line  out  on  a  farm  road  —  a  country 
road  —  very  often  the  farmers  will  contribute  the  poles  or  we 
get  them  put  up  at  seasons  when  other  work  is  scarce  and  not 
pressing,  and  we  connect  them  at  very  low  rates ;  as  much  —  we 
have  in  times  past  —  as  $12  a  year,  $1  a  month.  Now,  nobody 
can  tell,  in  my  judgment,  whether  that  is  in  itself  and  of  itself  a 
profitable  rate.  You  couldn't  build  a  lot  of  those  things  and  have 
nothing  else  and  get  any  money  out  of  that.    That  is  not  profitable. 

Q.  But  the  exchange  work  is  less  on  those  lines  than  on  the 
city  subscribers',  isn't  it?  A.  Yes.  And  you  put  eight  or  ten 
people  on  one  line  and  there  are  fewer  calls. 

Q.  It  is  something  like  tapping  a  gas  main,  in  that  case?  A 
It  is,  in  that  case,  something  like  it,  yes;  because  you  ran  your 
line  across  the  coimtry.  We  have  various  devices.  Usually  the 
rate  is  about  $18  for  that  sort  of  thing,  but  it  does  get  down  to 
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$12  a  year.  As  I  say^  it  is  not  a  profitable  business,  but  you  have 
to  ;get  it  in  order  to  build  up  your  system ;  and  the  man  in  town 
who  pays  a  higher  rate  than  that  gets  an  indirect  advantage  that 
far  more  than  compensates  him  for  the  small  amount  that  he  may 
contribute  to  carry  the  overhead  expenses  in  excess  of  the  amount 
contributed  by  these  farmers'  lines. 

Q.  What  I  had  in  mind  more  especially  is  this:  There  are 
through  the  State  a  great  many  telephone  companies,  several  hun- 
dreds, that  are  neighborhood  companies;  sometimes  not  even  a 
corporation,  an  association  or  a  copartnership,  having  a  line  con- 
necting the  people  of  a  neighborhood,  or  connecting  two  neighbor- 
hoods together,  and  in  a  general  way  I  thought  you  might  en- 
lighten the  Committee  in  regard  to  that  business  and  the  nature 
of  it  and  the  extent  of  it  —  how  it  is  done.  In  some  cases  those 
lines  are  connected  with  your  exchanges,  I  think  ?    A.  Yes. 

Q.  Under  some  arrangement?    A.  Yes.    I  would  be  very  glad 
to  explain  it.     I  was  just  talking  of  a  farmers'  line  going  down 
one  country  road.     There  are  quite  a  number  of  places  in  the 
State  where  these  companies  don't  furnish  the  telephone  service; 
they  don't  reach  it;  they  don't  go  up  to  it.     But  people  wanted 
the  service,  and  needed  it,  and  they  began  to  establish  their  own 
exchanges  in  a  very  cheap  way  at  first.     They  would  run  a  few 
wires,  very  often  on  trees,  and  then  on  very  small  poles  set  along- 
side of  the  road,  and  they  got  a  small  switchboard  and  opened  up 
a  small  neighborhood  central  office,  and  in  some  of  those  cases 
the  demand  for  telephone  service  in  such  places  immediately  went 
up  with  a  bound,  and  the  subscribers  grew  out  of  all  proportions 
to  the  expectation  of  the  men  who  started  the  enterprise.     Of 
course,  in  a  place  of  that  kind  the  expense  of  running  the  business 
is  very  slight.     The  construction  costs  are  not  large,  and  they 
don't  pay  much  attention  to  depreciation,  and  don't  set  anything 
aside  for  it,  as  a  rule,  and  the  officers  in  those  places  are  generally 
like  the  directors  of  a  local  bank  in  a  small  place  —  they  get  to- 
gether of  an  evening  and  talk  things  over,  and  they  get  no  fees 
and  are  all  satisfied;  that  is,  they  contribute  to  their  local  enters 
prise  their  influence  and  their  help. 

Q.  Bi^t  there,  won't  you  say  something  in  regard  to  the  book- 
keeping of  the  smaller  companies  and  the  nature  and  extent  of 
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the  bookkeeping?    A.  My  experience  is  that  the  bookkeeping  is 
of  the  simplest  form,  and  it  would  really  be  quite  unnecessary 
and  foolish  for  them  to  enter  into  complicated  forms  of  book- 
keeping that  it  is  necessary  for  us  to  follow  in  order  to  keep  intel- 
ligent track  of  our  business.     It  would  be  just  like  a  small  rail- 
road, you  might  say,  running  from  a  mine  to  a  canal  or  waterway, 
a  mile  or  two,  keeping  an  elaborate  system  of  accounts,  like  the 
Pennsylvania  railroad  keeps.     They  simply  keep  their  little  ins 
and  outs,  and  they  know  where  they  stand  from  month  to  month. 
Then,  in  many  cases,  with  those  small  beginnings,  they  mount  up 
to  a  great  deal.    Sometimes  they  will  get  as  many  as  a  thousand 
stations  in  one  place.    A  particular  place  comes  to  my  mind  now 
—  Oneonta.     At  Oneonta  there  were  some  gentlemen  there  who 
were  really  in  the  hop  business,  and  they  went  into  this  telephone 
enterprise  without  giving  any  great  thought  to  it,  as  they  told  me 
afterward.     That"  wasn't  their  business,  and  they  didn't  want  to 
go  into  it,  but  they  just  happened  to  think  that  they  would  get 
200  or  300  telephones  and  then  stop.     It  kept  growing  imtil 
they  got  1,000  and  they  couldn't  stop  it,  all  the  time  requiring 
them  to  put  up  more  money,  and  they  didn't  want  to  put  up  more 
money.    They  knew  nothing  about  the  business  and  they  realized 
just  as  it  was  pretty  late  that  they  had  made  their  rates  too  low 
and  that  they  were  involved  in  an  enterprise  the  details  of  which 
they  didn't  know  about;  and  they  didn't  want  to  risk  any  more 
money  in  it,  so  they  came  to  me  personally  and  told  this  story  of 
their  experience,  and  we  bought  their  property,  not  thinking  that 
we  were  stifling  competition  or  anything  of  that  kind.     It  was 
worth  to  us  the  amount  we  paid  for  it  as  property.    It  practically 
cost  us  that  to  put  it  there,  so  we  bought  it.    Well,  the  newspap<»r8 
rather  heralded  it  as  a  victory  of  the  Bell  against  the  other?. 
But  there  was  nothing  of  that  kind  in  it.     We  simply  got  this 
property  and  added  it  to  our  system.    Kow,  there  are  a  great  many 
cases  where  a  small  system  grows  up  like  that,  and  we  appre^Mate 
that  the  men  interested  in  it  can,  perhaps,  work  it  better  than  we 
can.    They  know  the  local  people,  and  they  are  all  interested  in 
it,  and  we  prefer  that  they  finance  it  and  run  it,  and  we  don't 
care  to  interfere  with  them  at  all.     They  want  to  connect  with 
our  lines.     Their  people  want  to  reach  points  that  we  reach  an<l 
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that  no  other  company  does  reach,  so  we  go  to  them.  We  are 
always  anxious  to  extend  the  reach  of  our  lines,  so  to  speak,  out 
into  territory  of  all  sorts,  everywhere.  Now,  we  oflFer  to  connect 
their  lines  up  with  our  nearest  central  office,  and  they  pay  us  an 
amount,  or  we  pay  them  an  amount,  for  all  the  business  that  they 
turn  over  to  us,  or  we  make  a  general  rate.  Of  course,  practice 
diifers  in  different  places,  as  we  are  dealing  with  a  great  many 
human  beings,  and  if  no  great  principle  is  involved  we  take  the 
way  the  other  man  wants  it.  The  rate  between  nearest  points 
will  be  pro  rate  on  a  given  point,  and  then  the  combined  rates 
made  up  for  the  traffic  will  be  divided  on  a  basis  that  is  fair 
and  equitable.  In  that  way  we  extend  the  reach  of  our  lines  into 
a  great  many  communities.  Now,  you  asked  me  the  other  day, 
Mr.  Page,  about  a  number  of  companies.  I  mentioned  the  place 
where  they  were  —  begun  with  Angelica  and  running  en  <l>wn 
through  the  list ;  and  in  those  cases  those  are  sub-licensees.  That 
is  to  say,  they  may  be  sub-licensees  or  we  might  better  mention 
them  as  local  independent  companies  with  which  we  have  traffic 
agreements  for  the  exchange  of  traffic.    That  is  the  whole  of  it.     • 

Q.  And  also  you  have  their  capital  stock  or  a  large  part  of  it? 
A.  No ;  very  seldom  do  we  hold  any  of  the  capital  stock  of  those 
companies.  But  there  are  cases  where  they  need  financial  aid 
more  than  they  care  to  put  in  themselves.  We  don't  care  for  the 
control  of  those  companies.  We  would  rather  not  have  the  con- 
trol. As  a  matter  of  fact,  our  preference  would  be  that  they  would 
finance  themselves,  have  their  own  local  boards  and  their  admin- 
istrative bodies,  officers  and  all  that,  and  that  we  would  hold  no 
securities  whatever  of  theirs.  That  is  what  we  prefer,  but  we 
do  take  their  securities  at  times  to  tide  them  over  or  to  help  them, 
and  that  is  practically  only  a  matter  of  aiding  them  in  their  fin- 
ancing, that  is  all. 

Q,  Do  they  put  in  the  same  equipment  as  you  have  in  your 
company,  or  do  you  require  it?  A.  For  a  great  many  years  we 
required  —  for  some  years  we  required  that  the  equipment  —  you 
mean  by  that  the  telephone  equipment  ? 

Q.  The  instruments  themselves  and  the  switchboard  equip- 
ment?    A.  We  provided  that  the  apparatus  should  be  of  types 
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specified  in  the  contract;  but  latterly  we  have  rested  upon  the 
broad  general  proposition  that  their  equipment  and  their  lines 
shall  be  so  constructed  and  so  maintained  as  at  no  time  to  inter- 
fere with  the  efficiency  of  our  service,  and  we  are  to  be  the  sole 
judges  as  to  whether  or  not  they  complied  with  that  requirement 
We  felt  that  that  was  absolutely  necessary  for  the  protection  of 
the  business,  and  we  have  never  had  any  trouble,  or  scarcely  ever, 
on  account  of  that  provision. 

Q.  Could  you  say  about  how  many  similar  associations,  neigh- 
borhood lines,  mainly  called  farmers'  lines,  there  are  in  the  State 
that  have  connection  with  your  exchanges?  A,  I  may  possibly 
have  that  figure  here.  About  50,000.  That  is  what  we  call  unit 
stations. 

Q.  Different  companies,  associations  ?  A.  That  is  what  we  call 
connected  stations. 

Q.  That  refers  to  subscribers,  doesn't  it  ?  A.  Yes ;  we  had  the 
first  of  this  year  a  total  of  714,141  stations.  Now,  those  stations 
that  we  own  and  operate  ourselves,  651,138.  Then  in  the  balance 
there  was  an  item  of  connected  stations,  which  is  the  kind  of  sta- 
tions that  you  are  referring  to,  as  I  understand,  of  54,169,  at  the 
beginning  of  the  year,  so  that  would  give  you  some  idea  of  the 
amount  of  stations  that  we  connect  with. 

Q.  That  is  not  exactly  my  question.  On  the  farmer  lines  that 
the  company  owns  — 

Vice-Chairman  M erritt  :  That  would  include,  wouldn't  it,  the 
number  of  connections  of  the  farmer  lines  ? 

Q.  On  the  farmer  lines  that  the  company  owns,  and  from  the 
farmer  lines  that  other  exchanges  own  ?  A.  No,  those  don't  in- 
clude those  that  the  company  own. 

Q.  It  does  not  ?    A.  No,  not  as  I  understand  it. 

Q.  Can  you  tell  how  many  associations  or  corporations  there 
are  that  own  these  50,000  instruments  that  you  connect  with? 
A.  No,  I  don't  remember  that ;  but  it  would  be  a  very  easy  matter 
to  get  it ;  probably  I  could  supply  it  very  soon. 

Q.  Could  you  say  with  any  degree  of  accuracy  what  the  average 
value  of  that  sort  of  a  system  is,  not  what  it  might  be,  but  go 
through  the  State  and  take  these  little  companies  —    A.  Will  you 
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excuse  me.     I  have  the  figure  you  want  here  —  the  number  of 
connecting  companies. 

Q.  That  is,  in  New  York  State  ?  A.  In  New  York  State ;  that 
is,  it  is  practically  the  number  of  systems,  corporations,  firms  or 
individuals  on  December  31,  1909,  with  which  we  exchanged 
traflSc;  370  little  companies. 

Q.  Does  that  include  companies  in  small  villages,  villages  of 
2,000  or  3,000  inhabitants  ?  A.  Yes,  that  would  include  all  such- 
companies. 

Q.  Have  you  any  data  from  which  you  could  eliminate  those 
companies  that  are  in  villages  of  that  sort  and  give  what  ar^ 
purely  farmer  lines?  A.  Farmer  lines  of  our  own  and  of  thos<i 
connecting  companies  also  ? 

Q.  Yes.    A.  Of  the  smaller  companies  ? 

Q.  Yes.  A.  No,  sir,  I  could  not  do  that,  Mr.  Page,  by  any 
information  that  I  have;  that  would  have  to  come  from  thosd* 
companies.    Couldn't  you  get  that  out  of  your  reports  ? 

Q.  We  cannot  do  it.    A.  No,  I  haven't  that  figure. 

Q.  Are  there  any  of  the  little  exchanges  or  farmer  lines  that 
are  connected  with  the  so-called  independent  companies  and  are 
also  connected  with  your  exchange?  A.  I  do  not  remember  any 
in  New  York  State.  Yes,  I  do ;  there  is  one.  Will  you  put  your 
question  again,  please  ? 

Mr.  Page  :   Will  the  stenographer  repeat  it  ? 

(Question  repeated  as  follows  by  the  stenographer:) 

"  Q.  Are  there  any  of  the  little  exchanges  or  farmer  lines  that 
are  connected  with  the  so-called  independent  companies  and  are 
also  connected  with  your  exchange  ? "  A,  I  do  not  remember 
any  at  all.  The  one  I  had  in  my  mind  just  now  is  hardly  re- 
sponsive to  your  question.  The  Cortland  Company  connects  with 
both  our  company  at  Syracuse  and  the  other  company  at  Syra- 
cuse, but  I  do  not  consider  the  Cortland  Company  a  little  com- 
pany or  the  kind  that  you  have  asked  about. 

Q.  But  that  company  can  connect  any  of  its  subscribers  with 
any  subscriber  of  yours  in  Syracuse  or  with  any  subscriber  of  the 
independent  company  in  Syracuse  ?    A.  It  can. 
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Q.  Is  that  a  satisfactory  arrangement  ?  A.  Well,  the  last  time 
I  looked  into  it  it  was  pretty  satisfactory  to  us,  as  we  were  getting 
all  the  traffic. 

Q.  You  don't  know  the  feelings  of  the  independent  company! 
A.  I  don't  know  the  feelings  of  the  other  man. 

Q.  How  many  officers  are  there  of  the  K'ew  York  Telephone 
Company  that  are  known  as  administrative  officers?  A.  Well,  I 
can  give  you  a  list  of  the  officers  of  the  company  and  their  duties, 
but  whether  you  would  call  them  all  administrative  — 

Q.  Well,  suppose  you  do  that  ?  A.  Well,  I  will  simply  outline 
in  general  our  organization.  I  will  be  very  glad  to  file  with  the 
Committee  a  chart  showing  the  entire  organization  of  the  com- 
pany's forces. 

Q.  Have  you  such  a  chart  ?    A.  I  have  such  a  chart. 

Q.  Is  that  it  that  you  have  there  ?  A.  Xo,  it  is  rather  a  large 
chart.    May  I  send  for  one  ? 

Q.  Yes,  certainly.  A.  (Witness  sends  for  organization  chart.) 
As  president  of  the  company  to-day  — 

Q.  Or  since  yesterday?  A.  Since  yesterday  and  previously  as 
vice-president  I  had  reporting  to  me  the  treasurer  of  the  company, 
Mr.  Ford  Huntington;  the  secretary  of  the  company,  Mr.  Wal- 
dron  Hoppins;  the  general  counsel,  who  is  also  a  vice-president, 
Mr.  John  H.'  Cahill,  and  the  vice-president  and  general  manager, 
Mr.  H.  F.  Thurber.  While  the  secretary,  as  in  all  such  cases, 
nominally  reports  to  the  president,  in  our  case  the  secretary  is 
really  in  the  office  of  the  general  counsel,  and  I  usually  deal  with 
only  four  men,  the  treasurer,  the  auditor  —  I  don't  know  that  I 
mentioned  Mr.  Walter  Brown,  auditor  —  the  auditor,  the  treas- 
urer, the  vice-president  and  general  counsel  and  the  vice-president 
and  general  manager.  Now,  that  is  as  to  the  New  York  Com- 
pany only. 

Q.  And  those  are  practically  all  the  officers  there  are  of  the 
Jfew  York  Company  ?  A.  Those  are  all  the  officers  there  are  of 
the  New  York  Company. 

Q.  Now,  right  there,  won't  you  state  the  annual  combined  sal- 
aries of  those  officers?  A.  I  don't  know  that  I  have  it  here^  I 
will  have  to  look  it  up.  You  mean  of  the  New  York  Telephone 
Company  ? 
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Q.  Yes.  A.  I  will  be  very  glad  to  give  it,  but  I  cannot  give 
it  from  memory  to  save  my  life.  I  do  not  believe  I  could  tell  you 
my  own  —  it  is  so  small. 

Q.  That  is  because  you  have  so  many,  I  suppose,  in  different 
companies  ?  A.  Well,  as  a  matter  of  fact,  I  am  afraid  the  stenog- 
rapher would  take  it  down  or  I  would  tell  you  a  story. 

Q.  He  certainly  would.  A.  I  will  tell  you  the  story  some  other 
time.    Would  you  like  the  information  about  the  salaries  ? 

Q.  Yes.    A.  There  is  no  objection  to  telling  it. 

Q.  I  didn't  suppose  there  was.  Are  there  any  others  than 
those  you  have  named  that  you  consider  a  part  of  the  executive 
force  of  the  company?  A.  Yes.  Take,  for  instance,  the  direct 
line  of  subordinates  reporting  to  Mr.  Thurber  from  important 
offices :  The  superintendent  of  plant,  Mr.  Stewart ;  superintendent 
of  traffic,  Mr.  Sherwood;  the  general  commercial  agent  or  gen- 
eral contract  agent,  Mr.  McCullough.  I  have  only  named  three. 
I  ought  to  have  about  five.  The  chief  engineer,  Mr.  Ferris. 
Those  practically  are  all  the  officers.  Besides  these  reporting  to 
Mr.  Thurber,  there  are  certain  special  agents  and  assistants  to 
him  carrying  on  the  work. 

Q.  And  will  you  in  the  same  statement  —  have  you  finished? 
A.  Yes,  sir. 

Q.  In  the  same  statement  will  you  show  the  salaries  of  those 
oflScers  and  employees?    A.  Yes,  sir. 

Q.  In  what  group?  A.  In  that  group.  As  I  understand  you, 
you  want  the  combined  salaries  in  the  first  group  and  the  com- 
bined salaries  in  the  second  group. 

Mr.  Page  :  Is  that  suflicient  for  the  purposes  of  the  Committee  ? 

Vice-Chairman  Merritt  :  Yes,  I  should  think  so,  as  long  as  we 
are  not  going  to  analyze  all  the  bookkeeping  of  this  company 
to-day. 

Q.  Was  there  anything  asked  of  you,  when  you  were  previously 
on  the  witness  stand,  in  regard  to  exchange  systems  being  leased 
by  the  company?    A.  Not  that  I  remember. 

Q.  Is  it  a  fact  that  in  some  instances  in  this  State  the  New 
York  Telephone  Company  owns  a  local  exchange  and  leases  it 
out   to  some  other  company  or   individual  to  operate,   and  the 
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lessee  operates  the  exchange^  collects  the  rentals  and  pays  over 
to  you  a  certain  fixed  annual  rental  for  the  use  of  the  exchange? 
A.  I  do  not  remember  any  such  case.  We  lease  the  same  plant 
—  very  often  when  these  little  companies  that  we  were  talking 
about  a  moment  ago  grow  up  to  a  point  where  they  make  a  con- 
nection with  us,  and  we  happen  to  have  some  poles  in  the  terri- 
tory, we  lease  that  property  to  them. 

Q.  That  is  not  what  I  mean.  A.  I  did  not  think  that  is  what 
you  meant,  but  I  wanted  to  be  sure. 

Q.  You  are  accused  by  Judge  Southard  of  having  so  leased  the 
exchange  at  Cold  Spring.    A.  At  Cold  Spring? 

Q.  Which  is  near  the  Hudson  river  and  also  in  Putnam  county. 
A.  I  am  awfully  afraid  you  have  caught  me;  I  do  not  believe  I 
am  familiar  — 

Q.  Never  heard  of  Cold  Spring?  A.  Oh,  yes,  I  have;  you 
won^t  get  me  to  admit  that. 

By  Judge  Southabd: 

Q.  That  is  in  the  old  Hudson  River  system.  A.  Yes ;  but  what 
is  the  point? 

By  Mr.  Page: 

Q.  There  is  an  exchange  which  belongs  to  the  New  York  Tele- 
phone Company  —  is  there  an  exchange  belonging  to  the  New 
York  Telephone  Company,  but  which  is  not  operated  by  that  com- 
pany; it  is  leased  to  an  individual  and  the  individual  pays  you 
an  annual  rental  for  the  use  of  the  exchange  ?  A.  I  do  not  think 
that  condition  could  possibly  exist.  I  think,  however,  that  it 
would  not  be  quite  fair  for  me  to  leave  that  as  a  final  and  complete 
answer  to  the  question. 

Q.  Well,  for  the  information  of  the  Committee  and  of  Judge 
Southard,  will  you  ascertain  what  the  exact  facts  are  in  regard  to 
the  Cold  Spring  exchange  and  send  it  to  me  ?  A.  Yes,  I  will  be 
very  glad  to.  I  think  this,  that  in  some  small  cases  we  own  the 
plant  and  operate  it  and  maintain  it.  I  mean  we  own  and  main- 
tain the  plant,  and  we  hire  somebody,  who  is  not  just  an  employee 
of  ours,  to  operate  that  exchange  for  a  limip  sum  per  month,  and 
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sometimes  it  is  the  contracting  part  that  actually  does  the  switch* 
iiig,  and  sometimes  it  is  somebody  else ;  that  they  arrange  for. 

Judge  Southabd:  Formerly  it  was  done  in  the  old  Hudson 
River  system  and  the  bills  were  rendered  to  me.  Now  the  bills 
are  rendered  to  me  by  the  Cold  Spring  Telephone  Exchange,  and 
I  am  told  he  leases,  the  lessee,  from  your  company  the  whole 
exchange  and  does  all  the  repairs  and  you  furnish  the  materials 
and  he  pays  you  an  annual  rental,  as  I  understand  it,  and  the  tolls 
which  he  collects  over  and  above  the  annual  rental  is  his  property. 

The  Witness:  I  don't  believe  that  exists.  If  you  have  no 
objection  I  will  try  to  find  out.    I  will  get  it  for  you. 

Vice-Chairman  Meeritt  :  The  Committee  will  stand  adjourned 
until  10  o'clock  Monday  morning,  in  this  room. 

Adjourned  until  Monday,  February  28,  1910,  at  10  a.  m. 
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E.  J.  Page,  Esq.,  U'ounsel 

Odell  R.  Blair,  Esq., 


Vice-Chairman  Merritt  :   The  Committee  will  be  in  order. 
Mr.  Page:   Mr.  Bethell. 

U.  N.  Betiip:ll,  resumed: 

By  Mr.  Page: 

Q.  Mr.  Bethell,  before  you  start  in  with  the  rate  proposition, 
if  you  are  prepared  to  tell  us  about  Cold  Spring  at  this  time,  I 
wish  you  would  ?  A.  Mr.  Page,  I  have  asked  for  the  information 
desired  about  Cold  Spring,  but  as  it  was  late  Saturday  when  the 
Committee  adjourned,  and  as  our  office  usually  closes  at  noon 
Saturday,  I  was  not  able  to  get  it,  but  will  have  it  before  the 
session  closes  to-day.    I  hope  about  noon. 

Q.  That  would  not  be  in  Mr.  Bro\vn's  department,  would  it? 
A.  No,  not  at  all. 

Q.  It  would  be  in  yours?  A.  It  would  be  in  the  operating 
department.  Before  taking  up  the  rate  question,  you  asked  me 
on  Saturday  some  questions  about  farmers'  lines,  which  I  was 
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unable  to  answer  at  the  moment  specifically,  and  it  will  only  take 
a  minute  to  give  you  some  figures  on  that,  if  you  care  to  have  them 
at  this  time. 

Q.  I  would  very  much  like  to  have  them.  A.  I  have  looked 
up  the  matter,  and  the  figures  I  will  give  you  are  approximately 
correct,  as  of  January  1,  1910.  These  figures  represent  only  our 
own  development,  not  the  development  of  the  local  companies 
with  which  we  connect.  These  local  companies  also  have  farmer 
lines  throughout  the  territories  in  which  they  operate,  and  thus 
we  reach  agricultural  sections  through  each.  These  figures  do 
not,  of  course,  refer  to  lines  or  stations  within  towns,  large  or 
small;  they  are  distinctly  agricultural  or  farmers'  lines.  I  have 
grouped  the  figures  covering  the  whole  up-State  territory.  We 
have  over  20,900  farmer-line  extensions.  We  have  a  pole  mileage 
of  approximately  5,800  miles  and  a  wire  mileage  of  approximately 
37,325  miles.  The  fact  is  that  many  of  these  farmer  lines  —  the 
wires  are  carried  on  our  trunk  toll  lines,  so  that  there  would  not 
be  the  same  ratio  between  wire  mileage  and  pole  mileage  that 
there  would  be  if  we  were  carrying  them  wholly  on  pole  lines 
specifically  built  for  that  purpose.  In  farmer  lines  we  have  ap 
proximately  an  investment  of  $1,825,000.  You  asked  particularly 
about  the  earning  power.  The  per  cent,  of  gross  farmer  line  reve- 
nue to  the  farmer  line  plant  investment  varies  from  15  to  21  per 
cent,  in  various  parts  of  the  country.  Speaking  generally,  that 
is  not  quite  so  high  a  percentage  of  gross  earnings  to  investment 
as  experience  shows  to  be  necessary  to  conduct  the  business  and 
pay  a  reasonable  return  on  the  investment,  so  that  these  farmer 
lines,  while  they  are  at  rates  ranging  from  an  average  of  $13.50 
to  $17  per  year  per  station,  the  rate  varying  in  different  parts  of 
the  territorv  because  of  the  distances  from  central  offices,  and 
other  factors,  the  average  return  is  not  quite  as  large  as  experi- 
ence shows  to  be  necessarv  in  the  conduct  of  the  business. 

By  Vice-Chairman  Merkitt: 

Q.  Tou  mean  by  that,  that  they  are  not  profitable?  A.  Xot 
directly  profitable. 

Q.  As  taken  by  themselves  as  a  whole?  A.  Taken  by  them- 
selves as  a  whole,  I  should  say  they  are  not  directly  profitable. 
The  per  cent,  of  farmer  line  stations  to  the  total  operated  stations 
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in  the  up-State  territory  is  about  12%  per  cent.  We  have  farmer 
line  stations  at  practically  —  on  practically  all  of  the  main  line 
roads  leading  out  into  the  country  from  our  principal  exchange 
centers.  I  have  a  map  which  is  being  corrected  and  will  be  here, 
I  think,  before  you  adjourn  this  morning,  and  I  will  show  you 
that  map,  which  will  indicate  to  some  extent  the 'farmer  line  de- 
velopment. In  some  counties,  say  in  Delaware  and  Lewis  counties, 
and  around  Bichfield  Springs,  the  map  would  not  indicate  as  large 
a  development  as  in  some  other  parts  of  the  State.  That  is  due 
wholly  to  the  fact  that  in  those  sections  the  farmers'  line  develop- 
ment is  made  by  the  local  companies  with  which  we  connected  in 
those  localities. 

By  Mr.  Page: 

Q.  Mr.  Bethell,  have  you  any  information  from  which  you 
can  tell  the  Committee  anything  about  the  number  of  farmer  lines 
in  the  State  that  are  operated  by  farmer  companies  and  neighbor- 
hood associations  outside  of  an  incorporated  village?  A.  That 
connect  with  our  lines  ? 

Q.  That  connect  with  your  lines  ?  A.  That  information  I  can- 
not  give  you  to-day,  but  I  shall  endeavor  to  get  it,  and  will  supple- 
ment this  statement  with  that  fact  as  soon  as  I  obtain  it. 

Q.  Could  you  now  give  anything  that  would  be  approximately 
correct  in  regard  to  that?  A.  Well,  I  am  sorry  to  say  that  I 
could  not  give  anything  that  I  would  like  to  say  was  approxi- 
mately correct  on  that  point ;  but  it  can  be  obtained. 

Q.  What  do  you  say  is  the  net  revenue  from  the  farmer  lines ; 
that  is,  which  you  operate,  speaking  in  percentages?  A.  I  think 
my  answer  to  the  chairman's  question  is  an  answer  to  your  ques- 
tion, which  would  show  that  there  is  no  net  revenue,  except  it 
can  be  said  that  the  farmers'  lines  bear  the  expense  —  the  revenue 
bears  the  expense  of  operation,  but  does  not  yield  what  we  would 
consider  a  fair  or  average  return  on  the  investment.  Now,  speak- 
ing very  broadly  — 

Q.  Just  a  minute.  What  do  you  call  a  fair  and  average  return 
net  upon  investment?  A.  I  said  approximately  10  per  cent,  in 
my  testimony  the  other  day. 
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Q.  And  when  you  say  those  lines  are  not  profitable,  they  return 
less  than  10  per  cent,  net  ?    A.  Yes,  sir. 

Q.  And  can  you  tell  about  what  the  percentage  amounts  to? 
A.  I  think  it  would  be  practically  impossible  to  tell  that,  because 
you  cannot  differentiate  all  the  items  of  expense  with  sufficient 
accuracy  to  enable  vou  to  state  a  definite  figure. 

Q.  It  would  be  a  question  of  distributing  overhead  charge  with 
the  administrative  department  ?  A.  Distributing  overhead 
charges,  and  more  than  that,  what  I  had  in  mind  was  this:  You 
used  the  same  telephones,  and  to  some  extent  the  same  wires,  and 
the  same  operating  labor  to  switch  your  toll  traffic  from  such  lines 
as  you  do  the  local  lines  —  they  are  not  distinctly  local  —  and 
when  you  come  to  operation  expenses  of  operating  local  lines,  and 
long  lines  or  toll  lines,  it  must  always  be  done  upon  some  arbitrary 
basis  that  some  one  in  whose  judgment  you  have  confidence  works 
out;  I  mean,  in  whose  judgment  you  have  confidence  —  a  man 
who  is  experienced  in  the  handling  of  traffic  and  whose  studies  of 
the  subject  will  enable  him  to  work  out  a  fair  basis  of  apportion- 
ment, which  is  perfectly  satisfactory  for  operating  purposes,  but 
would  not  permit  any  one  to  say  definitely  that  the  farmer  line 
business  yielded  a  certain  per  cent,  of  net  profit,  and  the  other 
exchange  business  yielded  a  certain  percentage  of  net  profit,  and 
your  toll  line  business  yielded  a  certain  per  cent,  of  profit. 

Q.  Would  you  say  that  the  farmers'  lines  yielded  at  least  5  per 
cent,  net?  A.  I  should  say  that  some  farmers'  linos  yield  5 
per  cent,  net  or  more.  Some  farmers'  lines  do  not  yield  so  much, 
but  taken  broadly  as  a  whole  that  figure,  if  given  to  me  by  a  statis- 
tician who  had  studied  the  subject,  would  not  surprise  ine,  lie- 
cause  of  any  studies  that  I  have  made  or  any  experience  that  I 
have  had. 

Q.  It  strikes  you  that  would  be  probably  a  fair  average  return 
from  the  farmers'  lines  ?    A.  Yes,  possibly  so. 

Q.  Xow,  the  toll  earnings  on  the  farmers'  lines  is  credited  to 
the  stations  with  which  they  connect,  and  those  stations  get  their 
commission  for  handling  the  long-distance  business  from  farmer 
lines,  so  that  there  is  a  revenue  to  the  company  in  that  way  for  all 
its  lines  —  their  commission  on  the  long-distance  business?  A. 
Yes,  sir;  if  a  farmers'  line  station  originates  long-line  traffic  the 
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local  companies  get  compensation  for  switching  and  handling  that 
traflSc. 

Q.  They  get  the  10  per  cent,  or  whatever  it  is  ?  A.  Whatever 
the  usual  commission  is. 

Q.  They  get  a  credit  ?    A.  Yes,  sir. 

Q.  And  in  figuring  the  gross  revenue  from  the  farmers'  lines 
of  15  to  21  per  cent,,  have  you  given  to  the  farmers'  line  itself 
any  credit  for  long-distance  business?  A.  In  reaching  these  fig- 
ures I  should  give  the  farmer  line  some  credit  for  whatever  busi- 
ness it  originates. 

Q.  That  is  included  in  the  15  to  21  per  cent.?  A.  Yes,  sir; 
included  in  the  statements  which  I  have  made. 

Q.  What  is  the  average  number  of  stations  per  line  on  the 
farmers'  line  ?    A.  I  am  unable  to  give  you  that  figure,  Mr.  Page. 

Mr.  Page:   Will  you  mark  these  three  papers  separately? 

(Three  papers  referred  to  marked  Exhibits  79,  80  and  81 
for  identification.) 

Q.  I  show  you  Exhibits  79  and  80,  and  ask  you  to  state  what 
they  are  ?  A.  Seventy-nine  is  entitled  "  Plant  figures  as  of  Sep- 
tember 30,  1909,"  showing  by  the  different  classes  of  plant,  aerial, 
underground,  central  office,  station,  repair  shop,  tools  and  tearas^ 
construction  in  progress,  equipment  in  the  hands  of  sub-licensees, 
office  furniture  and  fixtures,  the  amounts.  The  statement  also 
shows  in  a  cross-classification  the  Hudson,  meaning  the  old  terri- 
tory of  the  Hudson  River  Telephone  Company ;  Central,  meaning 
the  old  territory  of  the  Central  New  York  Telephone  Company ; 
Empire,  meaning  the  old  territory  of  the  Empire  State  Telephone 
and  Telegraph  Company;  and  N.  Y.  and  Pa.,  meaning  the  old 
territory  of  the  New  York  and  Pennsylvania.  Company.  There  is 
a  final  column,  headed :  "  Total  as  per  ledger  and  reports."  Ex- 
hibit 80  shows  real  estate  and  supplies  in  the  territory  of  those 
four  companies  respectively  and  the  total  of  each. 

Q.  And  Exhibit  81  is  the  letter  with  which  those  were  trans- 
mitted to  the  Committee?  A.  Exhibit  81  is  my  letter  simply 
acknowledging  the  letter  from  the  counsel  of  the  Committee,  and 
promising  to  send  the  statements  as- expeditiously  as  possible. 

Q.  And  the  statements  referred  to  in  that  letter  are  the  state- 
ments Exhibits  79  and  80  ?    A.  I  take  it  that  they  are. 
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Q.  I  think  so.    A.  It  is  not  absolutely  clear  to  me. 

Q.  Now,  Mr.  Bethell,  will  you  give  the  Committee  just  a  bit 
of  information  in  regard  to  the  cables ;  in  your  reports  to  the  Tax 
Commissioners,  do  you  report  your  cables  under  the  East  river 
and  under  the  North  river  as  property  situated  in  a  public  place? 
A.  Do  we? 

Q.  Yes.     I  don't  know.     A.  I  don't  know  either. 

Q.  Who  does  know  about  that;  Mr.  Brown?  A.  I  think  our 
counsel's  office  would  know  about  that.  If  you  have  no  objection 
I  will  see  if  I  can  get  the  information  immediately. 

Q.  All  right,  if  there  is  someone  here  that  can  find  out  Are 
you  willing  to  state  now  in  regard  to  that  ?  A.  I  am  willing  to 
state  on  my  best  information  and  belief,  that  they  are  returned 
as  being  on  public  highways. 

Q.  Can  you  say  anything  with  regard  to  the  average  gross  re- 
turns to  the  company  per  message  throughout  the  territory  of  the 
New  York  Telephone  Company  ?  I  am  speaking  of  toll  messages 
now,  local  exchange  message  business.  A.  No,  I  do  not  think 
that  figure  could  be  given  with  accuracy,  because  there  is  such  a 
wide  variation  in  rates  in  different  places  —  many  of  them  are 
flat  rates,  that  is  a  lump  sum  for  an  unlimited  use  of  the  tele- 
phone per  year. 

Q.  Can  you  give  it  in  regard  to  the  Island  of  Manhattan?  A. 
The  Island  of  Manhattan? 

Q.  Yes.  A.  It  could  be  given  approximately  as  to  the  Island 
of  Manhattan.  I  haven't  a  figure  in  mind  at  the  moment,  and 
my  memory  does  not  enable  me  to  answer  the  question  specifically. 

Q.  Your  books  are  so  kept  that  you  could  give  it?  A.  With 
approximate  accuracy. 

Q.  Do  you  know  about  the  average  rate  per  message  in  what 
you  call  District  No.  1,  lying  south  of  110th  street?  A.  No,  I 
don't  remember  that.  That  could  be  given.  It  may  have  been 
already  obtained  by  the  expert  accountant  to  the  Committee,  who 
has  been  given  access  to  all  our  books  and  papers.  We  do  not 
know  what  information  he  has  gathered  even.  He  is  permitted  to 
come  in  and  take  what  he  pleases  in  the  way  of  information. 

Q.  It  appears  that  the  Western  Electric  Company,  which  is 
owned  principally  by  the  American  Telephone  and  Tel^raph  Com- 
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pany,  has  paid  eight  per  cent,  dividends,  I  think.  Am  I  right 
about  that,  or  don't  you  know?  A.  I  don't  know.  I  have  no 
reason  to  think  otherwise. 

Q.  I  think  I  am  correct,  and  it  has  also  paid  some  extra  divi- 
dends in  stock.  Will  you  tell  the  Committee  whether  or  not  the 
New  York  Telephone  Company  buys  its  supplies  or  practically 
all  of  its  supplies  of  that  company  ?  A.  The  New  York  Telephone 
Company  practically  buys  all  of  its  supplies  at  the  present  time, 
or  I  should  say  the  great  bulk  of  its  supplies,  from  the  Western 
Electric  Company,  paying  that  company  the  same  price  that  it 
charges  to  all  others  for  equipments  which  it  alone  can  furnish, 
such  as  switchboards  and  other  items  of  that  kind.  It  pays  for 
other  supplies  a  price  which  a  study  of  the  subject  shows  does  not 
exceed  the  price  at  which  they  sell  those  other  supplies  to  others 
than  Bell  Telephone  Companies,  which  prices  are  subject  to  com- 
petition, so  that  we  feel  that  we  are  amply  protected  in  that  re- 
gard, and  by  buying  the  bulk  of  our  supplies  from  them  we  are 
able  to  get  prompt  deliveries,  the  highest  class  of  materials,  and 
materials  that  are  uniform  with  those  used  by  other  Bell 
Companies. 

Q.  Now,  you  were  going  to  give  the  committee  some  informa- 
tion in  regard  to  the  toll  rates  from  the  Borough  of  Brooklyn  to 
the  Borough  of  Manhattan.  There  has  been  a  great  deal  of  com- 
plaint to  the  committee  about  that  rate  as  being  excessive,  and  I 
suppose  you  are  prepared  to  tell  why  it  is  excessive?  A.  If 
excessive.  That  opens  up  the  broad  question  of  the  rates  in  New 
York  city  as  it  is  now  constituted,  and  if  I  may  I  shall  briefly 
outline  the  rates  and  the  general  principles  which  have  been  fol- 
lowed in  reaching  the  present  point.  Of  course  if  counsel  insists, 
I  will  discuss  only  the  Brooklyn-New  York  rate,  but  I  think  the 
Committee  will  get  a  better  understanding  of  the  whole  rate 
proposition  if  I  may  briefly  outline  what  has  happened. 

Q.  I  think  that  is  only  fair.  A.  You  all  know  that  New  York 
city  until  1888  comprised  only  the  present  Borough  of  Manhattan 
and  part  of  the  Bronx,  and  when  the  telephone  business  began 
here,  it  was  confined  by  natural  causes  to  practically  the  lower 
part  of  Manhattan  Island.  In  those  days  they  ran  their  wires 
on  poles  and  on  the  housetops,  they  used  a  single  grounded  wire. 
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and  what,  as  compared  with  present  day  equipment,  was  a  very 
inferior  equipment.  So  as  not  to  go  into  too  great  detail  I  will 
say  that  when  they  were  furnished  this  so-called  ground  circuit 
service,  it  was  limited  in  area  practically  to  points  in  Manhattan 
Island,  and  largely  to  the  lower  end  of  it,  and  the  rate  was  $150 
a  year  for  direct  line  business,  telephone  unlimited  as  to  amount. 
Then  through  the  development  of  the  metallic  circuit  service 
which  was  introduced,  requiring  two  wires  for  each  direct  tele- 
phone, and  through  the  growth  of  the  business  these  wires  were 
cabled  and  put  underground,  new  central  offices  and  new  station 
equipment  were  also  required,  and  for  that  class  of  service,  un- 
limited in  amount  as  to  the  number  of  messages  that  could  be 
sent,  a  rate  of  $240  was  fixed.  Now,  as  always  happens  in  a 
great  city  with  a  rate  of  that  kind,  they  soon  reach  a  point  when 
development  practically  ceases;  with  a  little  less  than  10,000 
stations  there  was  substantially  no  growth,  only  a  few  hundred 
stations  per  year,  and  in  some  years  none  at  all.  Jfow,  it  was 
about  that  time  that  we  introduced  the  present  message  rate  plan, 
tentatively  at  first,  simply  introducing  a  rate  that  enabled  the 
subscriber  to  get  a  station  and  pay  for  the  service  actually  used, 
nioaaured  by  the  number  of  calls  that  he  made  during  the  year. 
As  time  went  on,  we  have  revised  and  reduced  the  rates  under 
those  schedules,  and  with  the  result  that  to-day  the  rate  is  $48  for 
000  messages,  and  the  rate  per  message  decreases  as  the  number 
of  messages  paid  for  increases.  The  subscriber  may  contract  for 
the  amount  that  he  thinks  he  will  use  during  the  year,  so  as  to 
give  him  the  best  rate  possible  under  the  schedule,  and  if  he  does 
not  use  that  number  of  messages  during  the  year,  but  uses  a  less 
number,  we  refund  eo  as  to  bring  him  back. to  the  point  in  the 
schedule  which  he  actually  should  have  contracted  for,  had  he 
known  in  advance  the  exact  number  of  messages  that  he  would 
use.  Now,  at  that  time  there  were  other  rates  in  other  parts  of 
the  territory  now  comprised  within  New  York  city.  In  1888, 
January,  the  present  New  York  City  was  formed.  It  Uxk  in 
the  old  Manhattan  and  Bronx  territory,  as  you,  know,  Brooklyn, 
Bichmond,  and  that  large  territory  which  was  known  as  the 
Boi*ough  of  Queens.  Now,  it  was  impossible  or  unadvisable  for 
the  development  of  the  business,  and  in  fairness  to  telephone  users 
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in  these  outlying  boroughs,  to  attempt  to  make  one  rate  that  would 
cover  the  entire  city,  because  it  would  have  stifled  development  in 
those  outlying  areas.  The  most  difficult  problems  presented  in 
the  evolution  of  our  rate  plans  have  been  presented  by  the 
Borough  of  Queens.  The  Borough  of  Queens  is  magnificent  in 
area,  and  perhaps  as  to  its  future  there  is  no  part  of  the  great 
city  that  surpasses  it  except  Manhattan;  but  Queens,  with  Long 
Island  City  and  Astoria  lying  immediately  adjacent  to  Manhattan, 
then  stretched  away  with  practically  a  farmer's  country,  with  a 
few  small  towns  dotted  here  and  there  over  its  surface.  These 
small  towns  had  rates  for  local  service  within  their  own  areas, 
ranging  from  two  to  three  and  four  dollars  per  month,  for  un- 
limited service.  Now,  I  shall  take  it  for  granted,  and  without 
making  any  discussion  of  the  point,  except  this  mere  statement, 
that  all  of  the  telephones  in  any  given  zone  or  area  having  service 
over  the  entire  area,  must  pay  the  same  rate.  Had  we  attempted 
to  make  one  zone  of  this  vast  area,  it  would  have  been  impossible 
to  have  given  the  users  of  our  service,  in  Far  Kockaway,  for 
example,  and  the  other  places  of  Queens,  rates  other  than  those 
which  were  charged  to  the  subscriber  in  Manhattan.  That  would 
have  been  a  decided  hardship,  not  only  a  hardship,  but  it  would 
have  practically  stifled  the  development  in  those  parts.  In  order 
to  bring  about  the  greatest  possible  development  in  the  whole  area, 
and  to  make  the  ser\'ice  of  the  greatest  use  to  the  city  as  a  whole, 
and  to  each  individual  user,  we  adopted  the  plan  of  charging  local 
rates  small  in  amount  and  in  the  smaller  areas  what  are  called 
flat  rates;  that  is,  a  lump  sum  per  year  for  any  amount  of  use 
that  the  subscriber  could  make  on  the  line  within  that  area,  and 
then  a  reasonable  toll  between  these  various  zones.  A  difficulty 
arose  in  connection  with  that  general  plan  because  of  this  fact: 
That  where  the  zone  boundary  came  there  were  subscribers  living 
on  each  side  of  it  that  had  to  pay  what  seemed  to  them  a  large 
toll  to  talk  a  very  short  distance.  Now,  in  studying  the  problem 
we  hit  upon  a  plan  of  what  we  call  overlapping  zones  to  avoid  this 
difficulty;  and  to  illustrate  I  will  take  the  Boroughs  of  Manhattan 
and  the  Bronx,  which  are  divided  into  three  zones,  the  Central 
zone,  overlapping  the  two  other  zones;  for  instance,  the  lower 
zone  on  Manhattan  includes  that  part  of  Manhattan  Island  .south 
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of  .11 0th  street.  The  second  district,  zone  No.  2,  includes  that 
part  of  Manhattan  lying  north  of  110th  street,  and  that  part  of 
the  Bronx  lying  roughly  speaking,  south  of  a-  line  running  east 
through  Spuyten  Duyvil  Creek  down  the  Bronx  river  and  bear- 
ing off  to  the  right  reaching  the  water  at  Barretto's  Point.  The 
third  zone  covering  the  rest  of  the  Bronx.  Now,  a  telephone  user 
in  zone  No.  1  may  talk  to  any  point  within  his  own  zone  and 
within  zone  No.  2,  while  the  telephone  user  in  zone  No.  2  may 
talk  to  any  point  within  his  own  zone  or  within  zone  No.  1  or 
zone  No.  3,  and  the  telephone  user  in  zone  No.  3  may  talk  to 
telephones  within  his  own  zone,  and  within  zone  No.  2. 

Q.  That  is  without  paying  any  toll  message  rate  ?  A.  Without 
paying  any  toll  message  rate.  In  addition  to  that  we  have  in 
some  of  these  areas  local  unlimited  rates.  The  same  condition 
exists  on  the  opposite  side  of  the  river,  where  we  have  various 
zones  overlapping,  and  I  may  say  that  treating  this  whole  great 
urban  centre,  including  Bayonne,  Jersey  City  and  Hoboken  as 
being  one  urban  centre,  with  its  centre  and  soul  Manhattan,  we 
have  overlapping  zones  on  that  side  of  the  river  exactly  on  the 
same  principle. 

Q.  Is  it  possible  for  any  one  in  district  No.  1  to  talk  over  in 
New  Jersey  or  Hoboken  or  Bayonn"fe,  without  paying  the  toll 
rate?  A.  No,  sir,  there  is  no  overlapping  zone  between  Man- 
hattan and  that  Jersey  shore.  Now,  for  instance,  a  telephone 
message  from  Far  Bockaway  to  Tottenville,  or  perhaps  I  should 
say  to  Bentley  Manor,  which  was  Tottenville  until  a  few  days 
ago,  it  is  necessary  for  the  talk  to  come  up  through  Queens  and 
through  Brooklyn  across  Manhattan  down  through  Now  Jersey 
and  over  into  Staten  Island,  then  down  through  Staten  Island  to 
Tottenville,  a  distance  of  some  35  miles  or  more.  As  I  say,  the* 
Queens  borough,  because  of  its  great  extent  and  of  its  very  un- 
even development  so  to  speak,  that  borough  has  given  us  more 
difficult  problems  to  solve  than  perhaps  any  other,  but  by  thi? 
plan  of  overlapping  centres  we  have  been  able  to  overcome  a  great 
many  of  the  difficulties  that  previously  existed.  I  might  say  that 
just  at  the  present  moment  we  are  studying  further  changes  in 
the  Borough  of  Queens,  because  in  this  unevenly  developed  terri- 
tory it  has  been  necessary  in  some  places  to  charge  mileage  when 


Xo.  38.]  1085 

the  person  was  very  remote  from  any  available  central  office.  We 
are  constantly  studying  the  situation,  and  as  the  territory  develops 
we  do  away  with  these  mileage  charges. 

Q.  Just  a  moment ;  for  instance,  take  the  Brooklvn  District 
No.  4;  can  a  subscriber  at  any  point  within  the  Brooklyn  Dis- 
trict No.  4  comnumicate  with  any  other  subscriber  in  that  dis- 
trict without  paying  a  toll  message  rate?  A.  If  he  has  a  mes- 
sage rate  contract  he  talks  with  anyone  within  District  No.  4  and 
District  No.  6. 

Q.  How  about  District  No.  7,  which  includes  Bayside  and 
Flushin'g?    A.  That  has  any  call  in  the  area  of  Districts  6  and  7. 

Q.  And  District  6  includes  what  ?  A.  District  6  includes  Dis- 
tricts 5,  6  and  7. 

Q.  How  does  the  rate  between  6  and  7  compare  ?  A.  The  rate 
in  6  and  7  with  the  overlapping  —  where  they  have  the  over- 
lapping, the  rate  is  the  same.  I  have  here  a  complete  statement 
of  the  rates  and  the  reach  of  a  message  from  the  district  in  which 
it  originates,  which  will  be  filed  with  the  map  if  you  care  to 
have  it. 

Mr.  Page:  Suppose  we  have  them  marked  for  identification 
then  at  this  time. 

(Marked  Exhibits  82  and  83  for  identification). 

Q.  And  the  statement  which  you  refer  to,  marked  Exhibit  83, 
is  a  package  of  nine  sheets?  A.  Nine  sheets,  showing  the  rates 
in  the  various  zones  in  New  York  city,  and  the  toll  rates  between 
the  several  zones. 

Q.  And  the  map  that  is  referred  to  iu  Exhibit  83,  and  which 
you  have  referred  to  in  your  previous  statement,  is  the  map 
marked  Exhibit  82  ?  A.  Exhibit  82,  yes.  Now,  having  given 
you  this  general  idea  of  how  this  rate  evolution  has  reached  its 
present  point  I  will  say  a  word  about  the  Brooklyn-Manhattan 
traflfic.  .  Of  course  in  laying  out  zones  we  have  been  governed  to  a 
great  extent  by  natural  conditions;  great  water-ways  divide  the 
several  parts  of  the  city  one  from  the  other,  and  the  conditions 
that  existed  prior  to  the  formation  of  the  present  city  of  New 
York,  and  which  to  a  great  extent  exists  to-day.  In  this  large 
Brooklyn  area  there  are  a   number  of  rates   as  shown   by  the 
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schedule  which  I  have  given  you  for  service  of  various  kinds  both 
at  business  places  and  at  residences,  which  are  not  the  same  as 
the  rates  in  these  Manhattan  zones.  Now,  as  I  said  a  moment 
ago,  you  must  have  uniform  rates  within  any  area;  you  cannot 
discriminate;  you  must  give  them  all  the  same  rate.  It  would 
be  necessary  then  to  make  the  rates  in  Manhattan,  the  Manhattan 
zone,  we  will  call  it,  and  in  the  Brooklyn  zone  the  same,  either  by 
raising  the  one  or  lowering  the  other.  Now,  unless  the  gross  re- 
turn  from  the  entire  field  is  excessive,  which  I  think  I  have  shown 
is  not  the  case,  it  would  be  necessary  to  compensate  for  the  lo*s 
of  revenue  by  doing  away  with  that  charge  across  the  river,  on 
bringing  up  the  rates  in  the  Borough  of  Brooklyn,  and  also  for 
the  further  reason  of  making  them  harmonious  with  the  other 
rates  in  the  same  zone.  We  have  considered  making  an  over- 
lapping area  across  the  East  river,  giving  at  least  a  part  of  the 
Brooklyn  area,  if  not  all  of  it,  a  part  of  the  Manhattan  area.  I 
will  say  that  in  laying  out  this  rate  plan  several  years  ago,  I  had 
that  as  a  condition  which  I  should  like  ultimately  to  reach  if  it 
were  possible  to  do  it,  but  it  seems  to  me  that  the  tipie  has  n«»i 
arrived  when  we  can  do  that  without  creating  a  great  deal  more 
dissatisfaction  in  the  Borough  of  Brooklyn  because  of  the  dis- 
turbance there  of  existing  rates  than  exists  because  of  this  toll. 
Xow  the  toll  is  ten  cents;  but  the  large  users  of  the  service  con- 
tract for  what  is  called  a  commuted  rate  or  a  wholesale,  and  they 
get  their  service  between  the  two  boroughs  at  a  much  loss  ratf 
than  the  ten  cents. 

Q.  What  do  they  pay  per  message?  A.  T  don't  think  I  ba\r 
that  schedule  of  rates.  I  should  be  glad  to  gi^t  it  and  fil(»  it  a^  a 
part  of  this  statement. 

Q.  If  you  will  do  it;  can  you  within  a  day  or  two?  A.  I  can 
do  that  to-day  probably. 

Bv  Viee-Chairman  Merritt: 

Q.  There  has  been  a  suggestion  somewhere  in  the  testimony. 
Mr.  Bethell,  that  the  rate  between  ifanhattan  and  Brooklvn,  thf 
excess  of  one  over  the  other,  was  due  to  the  fact  that  originally 
the  territory  was   controlled   by   entirely   separate  coriH>rations : 
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that  it  was  a  traflSc  arrangement,  yon  might  say  an  arbitrary 
arrangement?    A.  Yes,  I  appreciate  that  that  has  been  stated. 

Q.  Was  that  the  fact?  A.  No,  it  is  not  a  fact,  and  in  all  of 
the  explanations  of  this  rate  that  I  have  made  in  years  past  be- 
fore legislative  committees,  I  have  never  stated  that  as  a  reason. 
I  mnst  say,  however,  that  that  has  been  the  impression  of  some 
people.  It  has  been  brought  to  me  as  being  one  of  the  causes  that 
we  set  up,  but  I  have  never  looked  upon  it  as  a  cause  or  a  reason 
for  it.  The  reason  is  a  broader  one,  which  means  the  development 
of  the  territory  to  the  highest  possible  point  by  a  system  of  rates 
that  fits  the  needs  of  each  part  of  this  territory.  I  do  not  know 
whether  you  understand  what  the  arrangement  was  when  there 
were  two  companies  operating  here.  The  New  York  Company 
furnished  the  lines  from  Manhattan  to  the  central  office  in  Brook- 
lyn, or  in  New  Jersey,  as  the  case  might  be,  and  the  New  York 
Company  was  entitled  to  60  per  cent,  of  the  tolls,  and  the  New 
York  and  New  Jersey  to  40  per  cent,  of  the  tolls.  That  fact  that 
there  were  two  companies  there  has  never  in  my  mind  in  studying 
and  forming  these  rates,  been  a  controlling  one  or  of  any  serious 
consideration.  Of  course,  it  merely  meant  that  upon  any  re- 
arrangement of  the  rates  we  would  have  to  make  some  equitable 
arrangement  for  division  of  earnings  between  the  two  companies. 
Now,  I  want  to  say  in  reference  to  this  rate  plan,  of  course  I  have 
not  described  it  fuUv  in  all  its  details,  but  the  main  idea  is  to 
have  rates  in  each  locality  that  fit  the  needs  or  meet  the  needs  of 
the  people  in  that  locality,  and  then  with  reasonable  tolls  from 
zone  to  zone. 

Q.  Now,  what  has  been  the  result  ?  A.  As  I  told  you  a  moment 
ago,  with  the  old  flat  rate  in  Manhattan,  there  was  a  development 
about  20  years  ago  of  something  less  than  10,000  telephones,  and 
in  all  the  area  outside  of  Manhattan  now  in  New  York  citv,  I 
cannot  state  the  exact  figure,  but  it  probably  don't  exceed  6,000 
or  7,000;  I  may  be  wrong;  it  may  have  been  a  little  more  than 
that,  but  now  we  have  some  360,000  telephones  in  this  area ;  and 
it  is  the  best  developed  telephone  area  in  the  whole  world.  I 
attribute  it  largely  to  the  rate  plan  that  we  have  evolved,  and 
have  been  able  to  change  from  time  to  time,  more  than  to  the 
enterprise  and  alertness  of  the  company.     It  might  be  said,  how- 
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ever,  that  this  is  simply  one  part  of  the  enterprise  and  alertness 
which  we  have  endeavored  to  bring  to  bear  on  this  question.  The 
result  is  that  this  general  plan  of  rates  has  been  studied  and  so 
far  as  practicable  followed  by  the  great  capitals  of  Europe,  pe^ 
haps  with  one  exception,  and  that  is  Paris,  where  they  have  still 
the  old  flat  rate,  with  a  resulting  restricted  development,  and  an 
inferior  service,  and  at  the  present  time  the  Minister  of  Posts, 
Telegraphs  and  Telephones  is  proposing  to  send  a  commission  from 
the  French  government  here  to  study  our  rates. 

By  Vice-Chairman  Mekeitt: 

Q.  Just  a  word  before  you  come  to  that,  Mr.  Bethell ;  you  said 
that  your  consideration  of  the  proposition  of  giving  part  of  Brook- 
lyn and  part  of  Manhattan  the  same  rate,  on  your  theory  would 
have  involved  a  disturbance  of  the  rates  in  these  Brooklyn  zones. 
Do  I  understand  by  that,  that  you  mean  to  say  that  from  the 
standpoint  of  the  cost  of  service  in  Brooklyn  the  elimination  of 
this  toll  rate  would  make  it  necessary  in  redistributing  the  tolls 
over  there  to  increase  them  so  that  it  would  cause  more  trouble? 
A.  That  was  substantially  my  statement,  Mr.  Chairman.  There 
were  two  reasons ;  one  was  if  you  do  not  receive  a  desirable  revenue 
you  must  make  that  up  some  way  or  the  other ;  the  more  controlling 
reason  is  that  if  you  do  not  make  it  in  one  zone,  you  must  treat 
all  alike  in  that  zone  and  give  them  the  same  rates ;  and  you  can- 
not have  a  rate  in  one  zone  that  is  not  available  to  evervbodv  el?e 
in  it ;  otherwise  you  are  discriminatory ;  and  I  believe  that  if  yon 
would  simply  do  away  with  the  toll  between  Brooklyn  and  Nev 
York  at  the  present  time,  without  a  readjustment  all  the  rates  in- 
volved, both  toll  and  exchange,  that  would  create  great  dissatisfac^ 
tioii.  We  do  not  feel  angry  where  we  receive  complaints.  We  d«^ 
not  like  them  to  come  in  in  too  great  shoals ;  but  that  is  the  onlj 
way  in  which  we  can  learn  where  the  shoe  pinches  and  what  we 
ought  to  do  to  give  to  them  sen'ice  more  satisfactory,  and  to  ex- 
tend its  developments.  Now,  in  regard  to  this  matter  of  the  di?- 
tricts  north  of  the  Manhattan  and  the  Bronx,  I  received  great 
assistance  from  Mr.  Olin  J.  Stevens,  who  was  president  of  the 
Xorth  Side  Board  of  Trade,  and  who  knows  the  special  needs  of 
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that  district.  That  is  a  theatre  district  and  he  explained  to  me 
the  needs  of  that  district  as  to  telephonic  communication  with 
New  York. 

5y  Mr.  Page  : 

Q.  You  have  a  bureau  for  complaints  ?  A.  Of  complaints  that 
tjome  by  mail?  All  complaints  that  come  by  mail  go  to  one  de- 
partment for  the  mailing  and  filing  department.  They  do  not 
generally  come  by  mail,  but  by  a  telephone  and  are  attended  to 
«nd  the  record  is  kept. 

.  Q.  I  have  heard  this  complaint  in  regard  to  the  working  of  the 
tK)n8truction  department  —  that  for  instance  in  a  certain  district, 
a  high  class  suburban  development  district,  where  you  were 
t>ffered  a  right  of  way  along  the  rear  of  the  lots  rather  than  to  put 
poles  in  the  streets,  that  offer  was  made,  and  a  large  section  of  it 
\vas  developed,  and  the  representative  of  the  company  refused  to 
do  that,  insisting  that  all  poles  should  be  placed  in  the  publio 
street?    A.  I  don't  know  of  the  case. 

Q.  It  was  up  towards  Flushing  somewhere  in  that  territory.  I 
want  to  know  if  there  was  anv  real  reason  for  that?  A.  I  don't 
know  the  real  reason.  Of  course  it  would  be  hardly  fair  to  expect 
the  company  to  put  up  its  poles  with  no  right  of  way. 

Q.  In  this  case  I  understand  they  offered  the  company  the 
right  of  way  for  the  poles  along  the  rear  of  the  lots  in  the  terri- 
tory.    A.  I  am  not  familiar  with  the  case. 

Q.  You  are  aware  that  in  some  of  the  States,  it  is  the  practice 
of  locating  the  distributing  poles  in  the  rear  of  the  lots  and  dis- 
tributing to  the  houses  in  the  block  from  the  poles  in  the  rear? 
A.  It  is  a  policy  originated  and  tried  out,  in  all  of  the  cities,  not 
only  in  this  city,  but  in  Washington,  Baltimore  and  Philadelphia 
Hs  well. 

Q.  Now,  can  you  tell  what  the  gross  revenue  was  —  tolls  from 
the  East  river  toll  business  is?  A.  I  have  not  that  figure.  I 
think  the  auditor  gave  that  to  you  in  his  testimony. 

Q.  If  that  appears  —     A.  It  all  appears  in  the  testimony. 

Q.  Can  you  tell  us  whether  a  subscriber  can  close  his  house  or 
apartment  during  the  vacation  season  for  one,  two  or  three 
months,  without  reducing  the  flat  rate  for  that  period  ?    A,  That 
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18  our  rule  is  that  where  a  house  is  closed  not  more  than  four 
months  in  a  year,  we  refund  a  certain  amount  of  the  rates,  not 
however,  practically  the  total  annual  rate,  down  to  less  than  $2i 
I  think  it  is.     That  is,  on  direct  lines. 

Q.  How  is  that  worked  out  ?  What  is  the  detail  of  that  refund* 
ing  —  how  is  it  accomplished  ?  A.  You  mean  the  detail  in  method 
of  accounting? 

Q.  In  accounting  with  the  subscriber.  For  instance,  the  sub- 
scriber is  paying  you  $48  a  year.  A.  If  he  is  paying  $48  a  year^ 
and  is  away  for  three  or  four  months,  the  adjustment  would  be 
made  upon  his  return,  if  I  understand  your  question. 

Q.  What  would  he  be  compelled  to  pay  for  the  three  months* 
absence  —  would  he  pay  $4  per  month?  A.  He  would  pay  half 
rate  for  that  period  he  is  away. 

Q.  He  would  not  be  compelled  to  pay  the  $4  per  month  and 
get  the  difference  back  in  the  reduction  of  the  toll  rate  ?  A.  Xo, 
We  refund  in  this  way.  There  would  be  a  discount  on  the  rate 
during  the  period  of  absence,  of  one-half,  subject  to  the  limitations 
that  the  rate  for  the  whole  year,  should  not  be  less  than  $24. 

Q.  That  is,  on  a  $48  rate,  you  would  not  give  him  a  reductiou 
of  more  than  $2  per  month  for  four  months?  A.  That  is  rights 
yes.    We  would  not  give  more  than  that. 

Q.  He  could  not  have  a  rate  lower  than  $40  ?  A.  In  that  par- 
ticular case^  no. 

Q.  If  the  rate  was  $48  per  year,  he  could  not  by  this  reduction, 
get  more  than  $4  ?    A.  Xo. 

Q.  If  he  was  away  four  months,  the  reduction  would  be  $1  per 
month?  A.  On  your  calculations,  the  result  is  correct.  I  was 
just  going  to  say,  if  I  might,  that  thp  rule  in  regard  to  these 
summer  absences  or  absence  at  any  time  of  the  year,  for  that 
matter,  gave  rise  to  a  great  deal  of  difficulty  particularly  in  the 
case  of  party  lines,  where  there  were  second  parties  on  the  same 
wires,  it  practically  means  to  suspend  service  there:  and  with 
your  permission,  I  will  file  a  copy  of  the  rule  as  it  is  at  present, 
and  as  part  of  the  rate  plans  I  have  given  to  you. 

Q.  If  you  will,  please.  Suppose  you  reduced  the  East  river  toll 
rate  from  ten  cents  to  five  cents  per  message,  do  you  think  that 
would  mean  a  loss  to  the  company  ?    Of  course  it  would  mean  an 
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apparent  reduction  of  revenue,  but  would  not  the  business  in- 
crease? A.  There  would  undoubtedly  be  an  increase  in  the 
traffic ;  I  don't  know  but  in  time  it  would  —  perhaps  a  short  time  — 
make  the  same  gross  amount,  but  your  expenses  would  increase 
also  —  bear  that  in  mind  —  you  might  make  up  your  gross  ex- 
penses, but  it  would  be  a  long  time  before  you  made  your  net; 
but  as  I  understand  it,  the  difficulties  of  the  problem  are  other 
than  the  mere  gain  of  revenue. 

Q.  Are  your  cables  crossing  the  East  river  in  use  now,  during 
business  hours,  all  of  the  time,  so  that  they  are  used  to  their 
supreme  limit  of  capacity  ?  A.  Well,  we  always  carry  a  surplus 
of  cable  facilities  —  particularly  in  the  East  river,  where  tides 
are  swift  and  bottom  rocky,  they  are  subject  to  great  risk,  and  w(» 
carry  some  extra  facilities,  as  we  do  in  all  our  plants. 

Q.  What  is  your  percentage  of  surplus  in  crossing  the  river, 
that  factor  of  safety  ?  A.  On  cables  across  the  East  river,  I  ai!i 
unable  to  state  that;  of  course  it  would  vary  from  month  to  month, 
year  to  year,  and  perhaps  day  to  day.  I  would  be  very  glad  t ) 
supply  the  exact  figure,  if  you  want  it. 

Q.  Do  you  carry  any  cables  across  the  river  on  bridges?  A. 
We  carried  all  our  cables  practically  across  the  Brooklyn  brid^t* 
for  a  number  of  years,  but  some  time  ago  there  was  a  general  feel- 
ing that  the  bridge  was  overloaded,  and  there  was  some  question 
about  its  safety,  and  the  bridge  commissioner  desired  to  relieve  it 
of  all  unnecessary  burden  or  burden  that  could  be  dispensed  with 
in  any  way,  and  we  'were  required  to  take  our  cables  off.  W^ 
paid  a  rental  to  the  city  for  the  use  of  the  bridge  when  we  di  1 
use  it. 

Q.  At  the  present  time  you  have  no  cables  crossing  the  rivor 
on  any  bridge?  A.  I  think  we  have  none  whatever  crossing  cu 
any  bridge. 

Q.  Can  you  tell  the  toll  rate  between  Buffalo  and  Rochester  ? 
That  question  was  asked  the  other  day,  but  not  answered.  A.  T!  (^ 
toll  rate  between  Buffalo  and  Rochester — no,  I  cannot  give  y^u 
that 

Q.  And  your  man  shifted  that  to  the  New  York  Telephone? 
A.  I  got  Buffalo  only  a  few  days  ago,  and  I  am  not  familiar  with 
all  of  its  rates,  yet. 
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Q.  That  is  one  of  your  recent  conquests.  Is  there  anyone  here 
that  can  find  out  that  rate  ?  A,  I  will  get  it  for  you  to-day.  There 
are  one  or  two  matters  I  wanted  to. speak  about  before  you  leave 
this  rate  problem. 

Q.  Suppose  you  do  that  now,  if  you  will  ?  A.  There  was  some 
discussion  as  to  the  practice  of  requiring  from  the  subscriber,  to 
take  that  rate  to  send  six  hundred  messages.  Now,  that  figure  was 
decided  upon  after  careful  study  and  as  the  result  of  considerable 
experience.  We  have  tried  a  higher  minimum  number,  and  a 
lower  minimum  number.  Where  we  had  the  higher  number,  the 
complaint  was  very  frequent  that  the  subscriber  was  required  to 
pay  for  much  more  traffic  than  he  could  possibly  send.  When  we 
had  a  lower  number,  the  complaint  was  that  the  subscriber  was 
not  allowed  a  reasonable  amount  for  his  number  of  messages.  The 
theory  is  that  there  is  a  possible  division  between  the  plant  — 
rate  for  the  plant  and  the  rate  for  the  traffic ;  in  other  words,  that 
a  divided  rate  is  possible;  you  could  charge  a  subscriber  a  fixed 
sum  for  the  privilege  of  having  a  telephone  connected  with  the 
central  office  without  the  right  to  send  any  messages  at  all,  and 
then  charge  him  for  each  use  he  made  of  the  service.  That  plan 
is  distinctly  the  Swiss  plan,  and  it  is  a  part  of  the  Swiss  system. 
In  Switzerland,  they  charge  a  varying  amount  for  this  facility, 
the  amount  varying  with  the  distance  from  there  to  the  central 
office,  and  with  the  number  of  vears  that  the  subscriber  contracts 
for  the  service;  but  he  has  no  right  whatever  to  send  a  message. 
Then  he  pays  for  each  message  that  he  sends.  The  result  is  that 
the  traffic  is  of  the  most  meagre  character,  the  facilities  are  not 
available.  We  feel  that  the  very  best  plan,  and  it  has  produced 
the  best  results,  is  to  so  merge  those  charges  that  this  plant  item 
that  I  speak  of  is  wedded  to  the  traffic  item,  and  as  the  use  in- 
creases, it  constantly  diminishes  this  rate  per  message.  At  the 
beginning,  taking  six  hundred  messages  for  $48  is  eight  cents 
per  message,  figuring  it  in  that  way,  and  then  the  average  rate 
per  message  constantly  descends  as  you  ascend  the  schedule. 

Q.  What  are  the  subscribers  charged  per  message  after  thej 
exceed  the  six  hundred  messages?  Do  they  still  pay  eight  cents 
or  is  there  a  reduction?  A.  No;  the  schedule  advances  substan- 
tially in  this  way :    You  begin  at  600  messages ;  then  for  the  in- 
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creased  200  messages,  they  will  be  charged  $9  —  four  and  a  half 
cents  each.  Then  any  extra  messages  that  they  send  over  the  600 
which  they  do  not  contract  for  in  advance,  they  pay  five  cents 
each  for.  Then  the  schedule  advances  in  steps  of  four  and  one- 
half  each, —  three  cents  per  message,  which  makes  the  average 
rate  contracted  decrease.  Now,  our  pay  station  rate  here  is  five 
cents,  and  hotels  charge  ten  cents.  Some  complaints  have  been 
made  because  there  is  an  apparent  diflFerence  between  the  pay 
station  rate,  and  the  minimum  subscribers'  rate.  Now,  if  you 
ascend  this  schedule  I  have  spoken  of,  to  a  very  reasonable  point, 
you  will  have  an  average  cost  of  five  cents  each.'  The  telephone 
we  look  upon  as  a  means  of  inducing  trafiic  on  our  lines.  We 
gauge  the  station  by  the  amount  of  traffic,  not  by  the  individual 
user  or  the  station;  so  that  these  public  stations  originate  a  sufii- 
cient  amount  of  traffic  to  put  them  on  this  five  cent  basis,  and  the 
ordinary  user  who  would  use  the  amount  which  the  average  pay 
station  produces,  would  get  the  pay  station  rate. 

Q.  Then,  too,  the  subscriber  has  the  incoming  calls  free?  A. 
I  would  like  to  reach  that  point  — 

Q.  It  is  a  fact.  A.  Yes;  he  is  not  charged  anything  for  his 
incoming  message ;  but  every  message  is  paid  for  at  the  other  end ; 
it  is  paid  for  by  the  sender;  so  I  make  no  virtue  of  the  fact  that 
it  is  not  also  paid  for  by  the  man  who  receives  it. 

Q.  What  I  had  in  mind  was,  has  he  not  got  the  convenience  of 
having  a  telephone  in  his  own  apartment?  A.  That  is  what  I 
was  going  to  mention ;  he  has  the  convenience  in  his  own  home  or 
at  his  place  of  business ;  he  does  not  have  to  go  out  and  look  for  a 
pay  station;  it  is  right  at  his  elbow  at  all  hours  and  at  all  times, 
and  the  one  little  item  of  insurance  of  comfort  when  he  is  away 
from  home,  is  sufficient,  in  my  judgment,  to  compensate  for  that, 
to  feel  that  his  family  knows  where  he  is  and  can  reach  him  if 
they  want  to.  Of  course  his  name  is  published  in  the  telephone 
book,  and  he  becomes  part  of  the  general  telephone  community; 
all  of  those  advantages  the  subscriber  has  over  the  casual  user  at 
the  pay  station.  The  hotels  have  charged  ten  cents  for  service, 
originating  within  their  gates,  just  as  they  charge  a  little  more 
for  a  newspaper,  or  for  any  other  commodity  that  they  furnish, 
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and  I  think  on  the  whole  it  is  fair  and  proper,  that  because  of  the 
splendid  service  that  they  usually  furnish  at  the  hotels,  that  they 
should  charge  an  additional  amount.  Whether  or  not  it  should 
be  ten  cents  instead  of  five,  possibly  is  the  only  question  in  my 
mind,  but  as  we  Americans  are  accustomed  to  dealins:  in  onlv  five 
cent  units,  when  it  comes  to  matters  of  that  sort,  I  do  not  think 
the  hotels  are  improperly  charging  or  imposing  upon  the  public. 

Q.  You  were  going  to  furnish  a  statement  showing  the  amount 
of  salaries  received  by  the  various  officers?  A.  I  must  apologize 
for  not  having  those  statements  in  the  form  I  would  like  to,  for  as 
I  explained  before,  the  Committee  did  not  adjourn  until  so  late 
Saturday,  it  was  impossible.  I  will  answer  your  question  by  say- 
ing that  those  officers  of  the  character  described  by  you,  myself 
and  the  vice-president  and  general  manager,  vice-president  and 
general  coimsel,  the  auditor,  treasurer  and  the  secretary  receive 
salaries  aggregating  in  amount  $93,400  per  year.  The  other  item, 
I  intended  to  cover  the  next  plane  of  officers,  but  the  auditor  has 
misunderstood  me  and  has  given  me  only  those  in  one  depart- 
ment ;  and  I  would  like  to  omit  that  figure  and  supply  it,  perhaps 
this  afternoon.  The  annual  pay  rolls  of  the  company,  December 
31,  1909,  were  at  the  rate  of  $12,630,224  per  year,  covering 
19,650  employees. 

Q.  Take  the  group  included  in  the  first  part  of  your  answer: 
Are  there  any  individuals  in  that  group  that  are  being  paid  addi- 
tional salaries  by  other  companies  —  that  is,  other  companies 
within  the  Bell  system  ?  A.  Yes ;  I  am  paid  a  salary  by  the  Bell 
Comi)any  of  Pennsylvania  and  its  associated  companies  —  if  that 
h  what  you  mean. 

Q.  So  that  your  total  salary  is  not  charged  up  against  the  New 
York  Telephone  Company?  A.  No.  The  New  York  Telephone 
Company  bears  only  its  proportion  of  the  gross  salary  that  I  am 
paid,  and  they  are  rather  particular  about  it  —  more  so  than  I 
wi.^h  th(»v  were. 

Q.  ^'ow,  it  appears,  I  believe,  that  an  extension  station  in  New 
York  ciiy  costs  $G  per  year ;  is  that  figure  correct  ?  A.  That  figure 
is  correct. 
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Q.  In  Buifalo,  an  extension  station  costs  $12  per  year  —  what 
;  that  ?  A.  As  I  explained,  rather  apologetically,  a  few  minutes 
go,  I  am  not  quite  as  familiar  with  Buffalo  facts  as  with  those 
own  here. 

Q.  An  extension  station  in  an  office  or  apartment  ?  A.  I  can 
nly  say,  in  regard  to  any  variation  of  that  kind,  Mr.  Page,  that 
he  six  dollar  rate  here  covers  the  station,  and  we  look  upon  such 
L  station  in  connection  with  the  message  rate  line,  as  a  breeder  of 
rafBc ;  and  we  put  the  rate  at  the  lowest  possible.  Our  rate  was 
$12  for  a  long  time.  We  reduced  that  rate  to  $6  in  connection 
vith  other  modifications  of  our  rates.  The  Bell  of  Buffalo  has 
nade  various  modifications  of  its  rates,  and  they  may  not 
tiarmonize  at  all  jwints  —  in  fact,  I  know  they  do  not  —  with 
pates  in  other  places.  It  would  be  practically  impossible,  I  think, 
fco  have  the  rates  in  every  class  of  service  in  every  place,  exactly 
the  same,  because  the  conditions  differ,  and  it  is  necessary  to  put 
at  times  a  higher  rate  on  one  item  in  one  place,  and  a  lower  rate 
on  the  same  item  in  another  place. 

Q.  How  many  corporations  are  there  located  in  New  York 
city  which  are  controlled  by  the  Bell  telephone  interests?  A.  Lo- 
cated in  this  city? 

Q.  Yes.  A.  I  don't  know  that  I  quite  understand  your  ques- 
tion. The  only  company  located  in  Xew  York  city  at  the  present 
time  is  the  New  York  Telephone  Company,  except  the  companies 
which  I  have  named  in  my  testimony  which  are  not  yet  wound 
up,  that  are  not  operating ;  the  Hudson  River  — 

Q.  No,  within  New  York  city,  not  within  the  State  of  New 
York?  A.  I  was  mentioning  these  simply  because  their  prin- 
cipal office  now  since  they  ceased  to  be  an  operating  company,  ia 
in  New  York  city. 

Q.  I  was  not  including  those.  A.  I  was  afraid  if  I  did  not 
mention  it,  my  answer  would  not  be  complete. 

Q.  For  instance,  the  Empire  City  Subway  is  located  here  ?  A. 
The  Empire  City  Subway  Company  is  located  here ;  it  is  owned 
by  the  New  York  Telephone  Company  and  by  the  Edison  Com- 
pany. The  Empire  City  Subway  Company  furnishes  ducts  for 
low  tension  users. 
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Q.  The  Empire  City  Subway  Company?  A.  The  Empire 
City  Subway  Company. 

Q.  Does  not  that  company  also  furnish  conduits  for  high  ten* 
sion  wires?  A.  No.  The  Empire  is  confined  entirely  to  the 
telegraph,  telephone,  signal  and  Edison,  which  are  users  of  low 
tensions. 

Q.  How  about  the  Holmes  Electric  Protection  Company?  A* 
The  Holmes  Electric  Protection  Company  is  a  low  tension  user* 

Q.  Is  that  controlled  by  the  Bell  interests?  A.  Yes,  the 
Holmes  is  controlled  by  the  Bell  interests. 

Q.  The  Western  Electric  Company?  A.  No.  We  have  no 
connection  whatever  with  the  Western  Electric. 

Q.  The  Bell  telephone  interests —  A.  The  Western  Electrie 
Company  is  a  manufacturing  company.  It  has  a  branch  factory 
in  this  city ;  it  is  really  a  Chicago  —  an  Illinois  company. 

Q.  That  is  practically  controlled  by  the  Bell  telephone  interests  i 
A.  I  understand  it  is  practically  controlled  by  the  Bell  interests, 

Q.  What  is  the  Midland  Construction  Company?  A.  The 
Midland  Construction  Company  is  a  construction  company  that 
had  a  contract  with  the  Empire  City  Subway  Company  for  the 
construction  and  maintenance  of  subways.  When  I  became  presi* 
dent  of  the  Subway  Company,  I  arranged  for  the  Subway  Com* 
pany  to  do  all  the  necessary  construction  and  maintenance  direct, 

Q.  So  that  that  company  is  now  out  of  business?  A.  That 
company,  as  far  as  we  are  concerned,  is  out  of  business.  We  hate 
no  contract  with  it. 

Q.  Has  it  been  wound  up,  do  you  know?  A.  I  am  not  sure 
about  that.     I  never  had  anv  connection  with  it. 

Q.  You  don't  know  whether  it  has  an  office  or  not  ?  A.  I  don  t 
know  whether  it  has  an  office  or  not.  I  rather  think  it  has  not; 
I  am  not  positive  about  that.  Before  I  leave  this  subject,  there 
are  one  or  two  other  things  you  asked  me  Saturday  that  I  will  be 
prepared  to  answer  later  if  you  want  it. 

Q.  Are  those  things  matters  that  can  be  answered  by  furnish* 
ing  statements?     A.  Some  of  them,  yes,  sir. 
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Mr.  Page:  If  you  are  not  prepared  before  adjourning,  to 
answer  that,  will  you  furnish  the  answer  in  that  form,  of  state- 
ment, and  send  it  to  me  at  Syracuse  ? 

Edwabd  W.  Moister,  having  been  previously  sworn,  was 
recalled,  and  further  testified  as  follows: 

By  Mr.  Page: 

Q.  I  show  you  Exhibit  58  and  ask  you  if  that  shows  the  itema 
of  interstate,  translate,  and  intrastate  ?    A.  Yes,  sir. 

Q.  That  is  all  included  in  Exhibit  58  ?    A.  Yes,  sir. 

Q.  In  the  column  headed  A.  T.  &  T.,  in  the  column  N.  Y.  Co., 
in  that  total  ?    A.  Yes,  sir. 

Mr.  Page:     That  is  all. 

The  Witness:  I  would  like  to  make  a  correction,  if  yon 
please. 

Q.  Certainly.  A.  You  asked  me  for  the  rate  between  Albany 
and  Xew  York.  I  found,  upon  my  return  to  the  office,  that  I 
had  taken  the  wrong  rate  sheet. 

Q.  You  gave  the  wrong  rate  from  Albany  to  Xew  York  and 
the  wrong  rate  from  Albany  to  Syracuse?  A.  The  rate  from 
Albany  to  Xew  York  is  $1. 

Q.   The  rate  from  Albany  to  Syracuse?     A.  90  cents. 

Q.  And  that  is  a  longer  distance?  A.  That  is  a  longer  dis- 
tance. That  is  142  miles  according  to  our  schedule,  and  Albany 
is  141.  The  explanation  I  think  is  this,  that  the  original  rate  for 
long  distance  business,  original  schedule,  was  a  small  one  and 
was  made  before  the  conference  schedule  was  adopted,  and  the 
conference  schedule  did  not  interfere. 

Q.  What  schedule?  A.  The  conference  schedule;  that  is,  the 
standard  schedule  that  was  afterwards  adopted,  and  the  standard 
Bchedule  did  not  change  the  original  rate. 

Q.  What  was  that  standard  schedule?  A.  On  the  railroad 
mileage  ? 

Q.  That  is,  all  rates  based  on  railroad  mileage?  A.  Railroad 
mileage,  yes. 

Q.    There  are  some  exceptions  still  in  force  ?    A,  Yes. 
Q.   Have  you  found  out  yet  the  rate  between  Rochester  and 
Buffalo  ?    A.  No,  sir.    At  one  time  we  computed  that  rate.    That 
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is  not  in  existence  now.  There  is  another  question  I  would  like 
to  elaborate  upon,  if  you  will  permit  me. 

Q.  Certainly.  A.  That  is  this,  that  I  stated  that  any  such  rate 
showed  that  the  special  rates  were  all  rates  published  to  meet  com' 
petition.  I  find  that  is  not  so.  That  there  are  special  ratea 
created  to  make  such  rates  conform  to  nearby  points,  because  any 
point,  say  Honeoye  Falls  to  Avoca,  it  showed  special  30  cents, 
and  showed  on  the  schedules  30  cents.  The  rate  according  to  the 
standard,  would  be  40  cents. 

Q.  This  rate  was  mostly  made  to  meet  competition  ?  A.  Yes> 
as  a  rule  they  are  made  to  meet  competition. 

Q.  And  cases  where  they  are  not,  are  more  or  less  rare.  A* 
Yes,  there  are  some. 

Q.  There  are  some?  A.  I  don't  know  just  how  many.  But 
there  are  a  number. 

Mr.  Page:     That  is  all. 

The  Witness:  I  should  like  to  set  clear  another  question,  if 
you  please,  Mr.  Page.  You  ask  me  what  commission  the 
"  Bell  of  Buffalo  "  received  on  a  message  from  Buffalo  to  New 
York,  and  I  stated  fifteen  per  cent,  not  to  exceed  ten  cents  on 
each  cash  connection.  Then  you  asked  me  what  proportion  of 
that  toll  the  New  York  Company  received,  and  I  stated  23.6R 
per  cent.  The  inference  was  that  there  is  included  in  the  amount 
paid  to  competing  companies,  -when  the  fact  is  that  in  Buffalo,  the 
American  Telephone  and  Telegraph  Company  does  the  operating 
and  owns  its  own  plant  into  South  Buffalo.  In  Buffalo  there  is  an 
additional  commission  to  the  pay  station  of  15  per  cent.,  not  to 
exceed  ten  cents,  coming  to  the  Buffalo  Company,  the  same  as  to 
any  other  associated  company  except  the  New  York  Telephone 
Company.  Now,  if  a  message  was  sent  from  Niagara  Falls  to 
New  York  city,  the  Bell  of  Buffalo  would  receive  a  pro  rate  out 
of  that  message  for  the  use  of  its  lines  from  Buffalo  to  Niagara 
Falls,  and  they,  owning  the  plant  from  Buffalo  to  Niagara  Falls 
at  Niagara  Falls  they  would  also  receive  a  terminal  commission 
of  15  per  cent.,  not  to  exceed  ten  cents  on  each  cash  connection,  and 
an  additional  commission  of  the  same  amount  for  every  pay  sta* 
tion  message.  Some  years  ago,  in  making  a  settlement  with  the 
New  York  Telephone  Company  for  a  period  of  fifteen  years,  I 
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made  a  computation  to  see  what  the  difference  would  be  between 
their  settlement  on  a  percentage  basis,  in  which  they  paid  all  the 
expenses  in  their  territory,  to  one  based  on  the  mileage  pro  rata 
account,  in  which  we  would  pay  all  the  expenses  for  our  line.  I 
found  the  mileage  plan  would  be  in  their  favor  —  in  other  words, 
23,68  plan  was  rather  against  them,  not  receiving  relatively  more 
to  their  company  than  the  Bell  of  Buffalo  or  the  Central  Union 
or  the  Chicago  or  any  other  associated  company. 

Q.  Is  there  any  further  correction  or  statement  you  wish  to 
make  of  your  previous  testimony?  A.  I  think  not,  except  I 
might  say,  in  connection  with  complaints  —  on  that,  if  we  have 
one  solicitation  above  another,  it  is  that  of  adjusting  all  discrep- 
ancies brought  to  our  attention  by  complaints  from  our  patrons. 
I  know  of  no  instance  that  we  have  not  failed  to  satisfy  the 
complaint  to  their  entire  satisfaction. 

Mr.  Page  :   That  is  all. 

TJ.  N.  Bethell,  having  been  previously  sworn,  was  recalled, 
and  further  testified  as  follows : 

(The  witness  produced  a  book,  which  was  marked  Exhibit 
84  for  identification,  and  also  a  map,  which  was  marked 
Exhibit  85  for  identification.) 

The  Witness  :  It  is  a  map  showing  farmers'  lines.  As  I  stated 
in  my  testimony,  many  farmers'  lines  are  carried  on  trunk  lines, 
which  are  not  shown  on  this  map.  There  are  some  bare  spots, 
which  are  covered  by  fanners'  lines  of  local  companies  with  which 
we  connect.    That  I  also  explained  in  my  testimony. 

Q.  Those  are  lines  of  the  character  I  asked  about  this  morning, 
where  the  neighborhood  company  owns  the  line  and  connects  with 
your  exchange  ?    A.  That  is  correct. 

Q.  I  show  you  Exhibit  84  for  identification,  and  ask  you  to 
state  what  it  is?  A.  It  is  a  folder  entitled  "  Districting  organiza- 
tion of  the  New  York  Telephone  Company."    It  is  several  sheets. 

Mr.  Page  :  I  think  that  explains  enough. 

(Paper  produced  and  marked  Exhibit  86  for  identifica- 
tion.) 

Q.  I  show  vou  Exhibit  80  for  identification,  and  ask  vou  to 
state  what  it  is  ?    A.  It  is  a  statement  showing  the  average  of  cer- 
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tain  items  per  exchange  station  for  the  associated  operating  com- 
panies in  the  United  States,  exclusive  of  the  American  Telephone 
and  Telegraph  Company  —  that  is,  figures  for  the  Bell  system. 
The  statement  covers  a  period  from  1892  to  1909.  I  will  select 
only  three  periods;  one,  1892;  one,  1900,  and  one,  1909.  As  to 
those  dates,  respectively,  the  gross  earnings  from  exchange  and 
toll  service  were  $77.79,  $57.28  and  $40.79,  showing  a  continuous 
reduction  in  the  office  earnings  per  station  during  the  period. 
The  net  earnings  for  the  three  dates  named,  respectively,  are, 
$22.02,  $15.60,  $10.34.  The  average  plant  cost,  exchange  and 
toll  for  exchange  stations  for  the  three  dates,  respectively,  $257, 
$109,  $145.  The  per  cent,  of  gross  telephone  earnings  to  the 
average  construction  at  the  three  dates  named,  respectively,  are 
35  per  cent.,  31.7  per  cent,  and  29.6  per  cent.  The  per  cent  of 
net  earnings  to  average  capital  stock  at  the  three  dates,  respeet- 
ively,  9.12  per  cent.,  9.44  and  8.14.  The  per  cent,  of  telephone 
ex}>enses  to  telephone  earnings  at  the  three  dates  named,  respect- 
ively, are  71.7,  72.8  and  73.6. 

Q.  It  appears  from  Exhibit  No.  70  that  the  general  expenses, 
which  were  stated,  I  believe,  to  include  salaries  and  expenses  of 
officials,  was  the  sum  of  $360,246.68.  What  is  included  in  that, 
other  than  the  $150,000  or  so  that  you  gave  this  morning?  A.  We 
include  in  the  salary  voucher  of  officials  a  very  large  number  ol 
what  von  would  call  minor  officials,  so  that  this  statement  covers 
tho  salaries  of  a  number  of  people. 

Q.  The  general  expenses  include  the  salaries  of  minor  officials 
auu  expenses  that  were  not  included  in  the  figures  you  gave  this 
morning?  A.  That  is  right.  You  asked  this  morning  for  the 
salaries  of  specific  people,  and  I  gave  you  those. 

]Mr.  Page  :    That  is  all. 

IT.  F.  TuT'RBER,  having  been  previously  sworn,  was  recalled, 
nnd  further  testified  as  follows: 

Jiv  Mr.  Page: 

Q.  You  were  going  to  give  us  a  little  information  in  regard  to 
the  payment  of  the  hotel  operators  ?    A.  Yes,  sir. 

Q.  Are  they  paid  by  the  New  York  Telephone  Company?  A. 
Generally  speaking,  they  are  paid  by  the  hotels ;.  in  a  few  cases  — 
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three  or  four  eases  —  we  have  special  arrangements  made  with 
the  hotel  for  furnishing  their  operating  force. 

Q.  Where  you  pay  direct,  do  you  charge  it  to  the  hotel  ?  A. 
Yes,  there  are  cases  where  we  charge  it  to  the  hotel,  by  special 
contract  with  them. 

Q.  Is  that  for  the  purpose  of  having  operators  directly  respon- 
sible to  the  company  ?  A.  It  is  where  the  hotel  people  feel  we  can 
run  their  service  better  than  they  can. 

Q.  I  show  you  a  copy  of  the  report  of  the  New  York  Tele- 
phone Company  for  the  year  ending  December  31,  1908.  That 
was  signed  by  you  as  vice-president  and  general  manager?  A. 
Yes. 

Q.  There  appears  in  Schedule  M  on  that  report  a  statement 
of  gross  operating  revenue  of  how  much?  A.  Sixteen  million, 
three  hundred  and  ninety-three  thousand,  eight  hundred  and  sixty 
dollars  and  thirty-six  cents. 

Q.  Now,  there  appears  to  be  a  discrepancy  between  that  figure 
and  the  figure  given  in  Exhibit  69,  which  you  can  doubtless  ex- 
plain, and,  if  so,  I  wish  you  would  ?  A.  Could  I  have  an  oppor- 
tuity  to  study  it  and  look  up  the  make-up  of  the  statement  ?  It 
is  pretty  hard  to  expect  one  to  do  that. 

Q.  Yes,  I  understand.  Suppose  we  leave  it  like  this,  Mr. 
Thurber ;  you  have  a  copy  of  both  those  reports  in  your  ofiice  ? 
A.  Yes. 

Q.  The  exhibit  number  of  statement  is  Exhibit  69.  Will  vou 
compare  these  documents,  or  duplicates  of  them,  which  you  have, 
and  furnish  to  me  for  the  Committee  an  explanation  of  that  dis- 
crepancy ?    A.  Yes,  sir. 

Q.  Within  a  couple  of  days  ?    A.  Yes. 

Mr.  Page  :  We  thank  you.    That  is  all. 

Walter  Brown,  having  been  previously  sworn,  was  recalled, 
and  further  testified  as  follows : 

By  Mr.  Page: 

Q.  You  were  going  to  furnish  the  Committee  with  information 
in  regard  to  the  trade  that  was  made  of  Xew  York  Telephone 
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Company  stock  for  Manhattan  Telephone  Company  stock  and  for 
the  Westchester  County  Company  stock?    A.  Yes. 

Q.  Can  yon  give  that  information  now?  A.  I  think  I  can. 
You  asked  what  was  the  capital  stock  of  the  Westchester  Tele- 
phone Company  and  of  the  Metropolitan  Telephone  Company  that 
was  purchased  by  the  New  York  Telephone  Company  in  1906  ? 

Q.  Yes.  A.  The  capital  stock  of  the  Westchester  Telephone 
Company  was  $300,000  and  of  the  Metropolitan  Telephone  Com- 
pany, $3,300,000. 

Q.  How  much  of  that  stock  of  the  Xew  York  Telephone  Com- 
pany did  the  Westchester  Company  get  for  their  $300,000  stock  ? 
A.  I  have  no  record  showing  that,  Mr.  Page. 

Q.  Were  they  paid  in  cash  for  their  plant  ?  A.  The  Xew  York 
Telephone  Company  issued  $12,000,000  of  stock,  which  went  to 
the  stockholders  of,  as  T  understand  it,  the  Westchester  Telephone 

Company  and  the  Metropolitan  Telephone  Company. 

Q.  The  stockholders  for  those  two  companies  had  in  the  aggre- 
gate $3,300,000  of  stock  outstanding?  A.  Three  million,  six  hun- 
dred thousand  dollars. 

Q.  Three  million,  six  hundred  thousand  dollars?     A.  Yt»s,  sir. 

Q.  And  for  that  property  there  was  $12,000,000  of  capital 
stock  —    A.  Twelve  millions  of  new  stock  issued. 

Q.  That  was  issued  by  the  Xew  York  Telephone  Company  at 
the  time  it  took  these  properties  over?    A.  Yes. 

Q.  And  you  were  going  to  get  us  some  information,  as  I  recall 
it,  in  regard  to  the  increases  of  the  New  York  Telephone  Com- 
pany's stock?    A.  What  increases? 

Q.  Those  prior  to  this  last  inquiry.  A.  That  is  shown,  I  think, 
in  the  answers  to  our  questions  by  you. 

Q.  Then  I  don't  want  to  take  up  the  time.  A.  Yes,  sir,  it  did. 
(Witness  points  out  on  report.) 

Q.  So  that  after  that  there  was  no  increase  of  capital  of  the 
New  York  Telephone  Company  until  1000,  when  the  $3,000,000 
were  issued  and  capitalized  on  surplus,  and  since  that  time  all 
of  the  increases  in  stock  of  that  company  —  A.  I  might  say,  Mr. 
Page,  that  that  $3,000,000  of  capitalization  of  surplus  was  in 
1900. 
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Q.  Yes,  that  is  what  is  stated.  A.  Yes,  sir;  but  you  asked  me 
if  there  was  nothing  before  that  time. 

Q,  Was  there  something  before  that  time  ?  A.  Three  hundred 
and  fifty  thousand  shares  sold  for  cash  between  1906  and  the  pres- 
ent year. 

Q.  Between  that  time  and  the  present  year  or  the  year  1900? 
A.  And  the  present  year;  $35,000,000. 

Q.  I  am  asking  about  the  time  between  1896  and  1900  —  was 
there  any  increase  of  stock  between  those  years?  A.  This  state- 
ment does  not  show  it.  The  next  increase  was  $12,000,000;  I 
am  not  sure  whether  that  $4,000,000  increase  took  place  prior  to 
the  issue  of  the  $3,000,000  surplus,  or  whether  it  took  place  at 
the  same  time. 

Q.  Then  the  statement  furnished  to  the  Committee  is  not 
accurate,  in  that  it  does  not  show  the  increase  of  stock  and  the 
issuance  of  stock,  of  how  many  shares  —  it  does  not  show  the 
specific  date  that  this  350,000  shares  were  issued. 

Q.  Three  hundred  and  fifty  thousand  shares?  A.  Three  hun- 
tired  and  fifty  thousand,  one  hundred  and  thirty  shares  were 
issued;  130  shares  were  issued  at  dates  between  Jime,  1896,  and 
the  year  1908. 

Q.  Those  shares  were  sold  for  cash  at  par?  A.  Those  shares 
>^ere  sold  for  cash  at  par. 

Q.  And  that  is  the  only  stock  that  was  issued  for  cash  between 
1896  and  the  last  issue  in  1908  or  1909?    A.  That  is  right. 

Q.  And  the  only  other  issue  of  stock  between  those  dates  was 
issued  for  $3,000,000  par  value  for  the  purpose  of  capitalizing 
the  surplus  in  1900  ?    A.  Yes,  sir. 

Q.  And  the  only  issue  outside  of  those  two  which  you  have 
just  mentioned  was  the  issue  within  a  year  or  two,  which  was 
sold  for  $140  a  share  cash?  A.  That  was  last  September,  about, 
Xvhere  356,728  shares  were  sold  for  $140  per  share  cash. 

Mr.  Paok:   That  is  all. 

Mr.  Bethell  :  May  I  ask  him  a  question  ? 

Mr.  Page  :   Mr.  Bethell  wishes  to  ask  Mr.  Brown  a  question.  . 

Mr.  Bethell:  I  wanted  to  ask,  Mr.  Chairman,  if  the 
$12,000,000  was  issued  for  stock  of  the  Westchester  and  New. 
York  Company  or  for  the  properties  of  those  companies. 
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Mr.  Page  :  The  properties,  I  think,  it  appears. 

Mr.  Bethell  :  If  that  appears,  all  right. 

Mr.  Page  :  I  think  it  appears,  for  the  property  of  the  Manhat- 
tan Telephone  Company  and  all  the  property  of  the  Westchester 
Telephone  Company,  and  those  companies  were  in  fact,  practically 
in  law,  wiped  out  of  existence. 

Mr.  Bethell  :  Do  the  statements  which  you  have  show  whether 
or  not  the  Metropolitan  Company  and  the  Westchester  Company, 
during  the  sixteen  or  eighteen  years  of  their  existence,  paid  divi- 
dends, and,  if  so,  the  amounts  they  paid  —  if  that  is  in  the  record  { 

Mr.  Page  :  I  don't  think  it  is. 

Mr.  Bethell  :  I  think  it  should  be  in  the  record,  and  if  it  ift 
not  there  I  would  like  the  privilege  of  having  Mr.  Brown  or 
myself  supplement  your  record  to  that  extent. 

Mr.  Page  :   Can  you  furnish  a  statement  covering  that  ? 

Mr.  Bethell  :  We  can.  There  is  one  other  question,  if  I  may 
ask  him,  or  you  ask  him,  in  regard  to  the  overhead  charge  of  4^ 
per  cent.  I  would  like  to  ask  if  all  of  that  expense  could  be  done 
away  with,  whether  he,  as  an  accounting  officer,  would  have  any- 
thing to  say  as  to  whether  that  would  go  to  reduce  the  rate  or 
increase  the  expense  ? 

Mr.  Page  :  That  sounds  like  a  good  argument. 

Mr.  Bethell  :  I  simply  ask  him  the  question. 

Vice-Chairman  Merritt  :  I  have  no  objection.  What  is  your 
answer  ? 

Mr.  Brown  :  In  my  evidence  the  other  day  I  stated  tHat  evea 
at  41^  per  cent.,  as  a  specific  payment,  if  done  away  with,  ther& 
would  still  be  a  very  large  expense  which  I  had  no  means  of  tell- 
ing, for  the  capital  investment,  for  the  maintenance  and  for  de- 
preciation and  other  expenses  in  connection  with  what  this  charge 
covers ;  and  I  was  asked  the  question  by  Mr.  Page  —  the  question 
as  to  what  I  considered  would  be  done  with  any  savings  Uiere 
might  be  by  doing  away  with  the  4^  per  cent  Mr.  Page  pinned 
me  down  to  an  opinion,  and  I  expressed  an  opinion,  if  I  remember 
it,  and  said  in  answer  to  whether  I  thought  the  expense  would  be 
increased,  or  the  rates  reduced,  that  I  stated  I  supposed  the  rates 
would  be  reduced.    I  would  like  to  say,  in  explanation  —  in  cor- 
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reetion  —  of  that,  that  as  an  accounting  officer  of  the  company 
I  don't  think  I  would  be  in  any  position  to  give  any  opinion  as  to 
what  would  be  done  with  the  saving. 

By  Mr.  Page: 

Q.  Have  you  talked  with  the  president  of  the  New  York  Tele- 
phone Company  in  regard  to  this  matter  since  you  gave  evidence 
the  other  day  ?    A.  Yes,  sir. 

Mr.  Page  :   Thank  you.    That  is  all. 

John  J.  Caety,  having  been  previously  sworn,  was  recalled^ 
and  further  testified  as  follows : 

By  Mr.  Page: 

Q.  Are  you  the  engineer  of  the  American  Telephone  and  Tele^ 
graph  Company  ?    A.  I  am. 

Q.  Are  you  also  engineer  of  the  New  York  Telephone  Com- 
pany ?  A.  Only  in  a  sense,  that  the  chief  engineer  of  the  Ameri- 
can  Telephone  and  Telegraph  Company  does  a  very  large  amount 
of  the  general  engineering  work  for  all  of  the  associated  companies^ 
The  specific  construction  work  is  done  by  local  people.  My  office 
does  the  broad  engineering  for  all  of  the  associated  companies^ 
including  the  New  York. 

Q.  Have  you  ascertained  the  value  of  the  properties  of  the 
American  Telephone  and  Telegraph  Company  within  this  State? 
A.  I  have,  in  accordance  with  the  request  of  the  Committee,  ob- 
tained from  our  plant  record  the  amount  of  the  different  kinds  of 
plant  of  the  company  within  the  State  of  New  York,  and  I  have 
had  a  great  many  computations  made  based  upon  —  to  get  at  the 
value  of  the  plant  —  based  upon  the  construction  cost  extending 
over  a  period  of  five  years,  so  that  I  can  give  an  engineer's  ap- 
praisal of  value  of  that  plant,  the  cost  value,  the  fair  and  reason- 
able cost  value.    To  get  at  the  depreciated  value  — 

Q.  "When  you  say  cost  value,  you  mean  cost  to  produce  it  new  ?" 
A.  Yes,  sir.  To  get  at  its  depreciated  value,  I  would  not  be  able 
to  speak  upon  that  without  a  great  deal  more  time,  perhaps 
months,  to  get  at  the  age  of  the  different  parts  of  the  plant  as 
they   might  be  obtainable  from  records,  and  even  then  to  send 
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to  tbe  field  to  examine  the  condition  of  some  of  the  plants  to  see 
whether  the  depreciation  which  might  be  predicted  was  actually 
realized.  Our  depreciation  figures,  some  of  which  I  gave  a  few 
days  ago,  based  upon  the  very  best  evidence  we  can  get,  they  are 
by  no  means  figures  of  precision. 

(Paper  produced  by  witness  marked  Exhibit  87.  Two 
other  papers  produced  by  witness  marked  Exhibits  88  and 
89,  respectively.) 

Q.  I  show  you  Exhibit  87,  and  ask  you  to  state  to  the  Com- 
mittee what  that  is?  A.  This  exhibit  consists  of  a  statement 
which  I  had  prepared,  giving  the  engineer's  best  judgment  and 
information  with  respect  to  the  life  of  different  portions  of  the 
plant  considered  from  a  physical  point  of  view,  and  also  its  life 
considered  from  the  point  of  view  of  becoming  superseded  by  a 
more  effectual  type  of  apparatus  or  machinery,  or  from  becoming 
obsolete  because  of  it  being  outgrown.  Now,  each  one  of  these 
factors  involves  the  exercise  of  considerable  judgment,  and  I 
\inderstood  to  give  to  the  Committee  these  figures  for  my  own 
judgment  on  the  subject,  because  there  is  such  a  very  divided 
variety  of  opinion  and  statements  as  to  what  the  life  of  various 
parts  is,  we  taking  over  into  the  account  many  of  these  figures 
which  I  have  given  here,  depending  upon  questions  that  are  really 
not  engineering  questions.  For  instance,  in  the  matter  of  pole 
lines,  long-distance  lines,  which  these  properties  I  am  talking 
about  consist  of;  it  is  very  important,  indeed,  to  keep  the  wires 
—  from  keeping  underground  wires  out  —  for  every  moderate 
length  of  new  wire  will  offer  greater  electrical  resistance  over 
which  you  can  talk.  In  many  municipalities,  notwithstanding, 
they  insist  upon  the  wires  being  put  underground,  and  that  cuts 
down  the  distance  which  we  can  talk.  At  the  same  time,  it  ren- 
ders obsolete  the  line  which  has  been  replaced.  We  are  at  all 
times  working  on  the  problem  of  perfecting  underground  wires 
so  that  they  may  be  useful  for  long-distance  circuit,  and  the  sue* 
cess  which  we  will  attain  in  that  work  would  have  a  great  bearing 
upon  how  long  we  could  keep  the  pole  lines  up.  I  mention  that 
to  give  an  illustration  of  the  character  of  questions  which  must 
be  considered  when  vou  come  to  determine  the  life  of  anv  of  this 
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apparatus;  even  after  these  figures  of  mine  have  been  submitted 
—  they  have  been  prepared  with  very  great  care  —  there  is  still 
room  for  doubt,  and  there  is  a  necessity  for  the  exercise  of  dis- 
cretion and  judgment  of  the  administrative  officer,  so  that  these 
figures  must  be  considered  as  representing  the  engineer's  best 
judgment  for  the  guidance  of  the  administrative  officials  to  super- 
add or  superimpose  dieir  own  judgment,  and  a  great  many  large 
questions  which  are  involved. 

Q.  Take,  for  instance,  the  item  of  lease  depreciation  is  what? 
A.  You  mean  that  item  —  this?     (Pointing  to  paper.) 

Q.  Which  has  the  longest  life  and  depreciates  less  each  year! 
A.  That  is  the  underground  conduit,  the  main.  We  have  under- 
groimd  conduits  called  subsidiary ;  that  is,  branches  -that  extend 
to  buildings,  and  they  are  subject  to  vicissitudes  and  changes 
which  do  not  affect  so  much  the  main  conduits. 

Q.  And  what  is  the  annual  depreciation  on  underground  cop- 
per mains  ?    A.  I  am  speaking  now  of  ducts. 

Q.  Of  the  ducts?  A.  The  annual  depreciation  upon  that  is  2 
per  cent. 

Q.  And  what  parts  of  the  plant  have  the  shortest  life?  A. 
That  is  the  iron  wire  on  exchange  lines,  but  that  does  not  enter  — 

Q.  That  does  not  enter  into  that  plant  at  all?  A.  Not  in  this 
system.  We  have  some  iron  wire,  but  it  is  not  a  substantial 
amount.  It  is  given  there.  Then  comes  the  sub-station  equip- 
ment —  that  is,  the  instruments  at  the  subscriber's  station  —  and 
protective  devices  and  the  wire. 

Q.  What  is  the  annual  depreciation  on  that?  A.  The  annual 
depreciation  on  that  is  9.9.  . 

Q.  Do  you  want  to  change  your  answer  to  a  previous  question  ? 
A.  Yes ;  copper  wire  on  toll  lines  is  the  lowest. 

Q.  And  what  is  the  annual  rate  of  depreciation  on  that?  A, 
One  and  five-tenths  per  cent. 

Q.  I  show  you  Exhibit  No.  88,  and  ask  you  to  state  briefly 
what  that  is  ?  A.  That  is  the  information  requested  regarding  the 
kind  of  plant  the  American  Telephone  and  Telegraph  Company 
has  within  the  State  of  New  York ;  also  its  appraised  value,  based 
upon  construction  cost,  an  average  of  five-year  periods,  which  does 
not  allow  for  depreciation  — 
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Q.  And  to  figure  the  depreciation  properly  with  any  degree  of 
accuracy,  you  say,  would  take  some  months  ?  A.  I  would  say  so, 
yes. 

Q.  As  well  as  an  examination  of  the  property  —  the  greater 
part  of  it  ?    A.  I  think  so. 

Q.  In  the  right  hand  of  Exhibit  88  is  column  headed  "Per 
cent,  of  total."  What  does  that  mean  ?  A.  That  means  the  valua- 
tion of  each  of  the  items  is  given  in  the  left-hand  column  and  tlie 
percentage  which  each  item  bears  to  the  total  in  the  right-hand 
column. 

Q.  I  show  you  Exhibit  89,  and  ask  you  to  state  what  that  isf 
A.  This  is  a  statement  taken  from  the  plant  record  of  the  Ameri- 
can Telephone  and  Telegraph  Company,  showing  at  the  beginning 
of  1910  the  miles  of  wire  and  cables  of  the  Bell  lines  and  the 
value  of  other  property  of  the  company  in  the  State. 

Q,  Within  the  State  of  New  York  ?  A.  Within  the  State  of 
New  York. 

Mr.  Page:  That  is  all.  That  is  all,  Mr.  Chairman,  for  the 
present. 

Vice-Chairman  Merritt  :  You  have  no  further  witnesses  you 
want  to  hear  this  morning? 

Mr.  Page  :  Not  this  morning. 

Vice-Chairman  Merritt:  Tjien  the  Committee  will  stand  ad- 
journed subject  to  the  call  of  the  chair. 

Adjourned  subject  to  the  call  of  the  Chairman. 
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Albany,  N.  Y.,  March  8,  1910  —  3  p.  m. 

Present  —  Hon.  Edwin  A.  Merritt,  Jr.,  Y ice-Chairman. 
Hon.  John  Kissel. 
Hon.  James  J.  Frawley. 
Hon.  John  R  Yale. 
Hon.  Thomas  B.  Oaughijvn. 


E.  J.  Page,  Esq., 
Odell  R.  Blair,  Esq., 
Hon,  J.  Bennett  Southard, 
John  T.  Hettrick,  Esq., 


^  Counsel. 


Frank  U.  Wilcox,  a  witness,  being  duly  sworn,  testified  as 
follows : 

By  Mr.  Page: 

Q.  Mr.  Wilcox,  you  are  an  expert  accountant  and  auditor? 
A.   Yes,  sir. 

Q.  And  you  have  been  in  the  employ  of  this  Committee  in  that 
capacity  ?    A.  Yes,  sir. 

Q.  And  you  have  examined  the  reports  that  have  been  made  to 
the  Committee  by  various  telegraph  and  telephone  companies 
throughout  the  State?    A.  Yes,  sir. 

Q.  And  have  you  made  a  tabulation  of  those  reports  ?  A.  Yes, 
«ir. 

Q.   And  in  general  what  is  shown  by  them  ?    A.  Yes,  sir. 

1109 


1110  [Senate 

I 

Q.  And  have  you,  from  other  sources,  obtained  information 
which  you  have  set  forth  in  your  tabulation  ?    A.  Yes,  sir. 

Q.  Now,  I  show  you  a  paper,  and  ask  you  to  state  what  that 
is  ?  A.  It  is  a  summary  of  reports  received  up  to  February  25th, 
which  I  classified  as  Schedules  A  to  I,  inclusive,  the  schedule? 
showing  the  number  of  companies  listed  according  to  their  valua« 
tions,  as  near  as  I  could  get  at  it,  and  also  showing  the  number 
of  reports  received  and  letters  received  with  reference  to  not  send- 
ing reports,  and  a  number  of  reports  returned  undelivered,  and  so 
forth. 

Mr.  Page  :  I  offer  the  paper  in  evidence. 

(Paper  received  in  evidepce  and  marked  Exhibit  No.  90.) 

Q.  Now,  have  you  the  details  of  the  schedules  that  are  men- 
tioned on  Exhibit  90  as  List  A,  B,  C,  and  so  forth  ?    A.  Yes,  sir. 

Q.  Will  you  produce  them  ?  A.  Yes  (handing  papers  to  Mr. 
Page). 

Mr.  Page  :  I  offer  these  papers  in  evidence. 

(Received  in  evidence  and  marked  Exhibits  91  and  92.> 

By  Yice-Chairman  Merritt: 

Q.  What  do  those  show?  A.  They  show  companies  having: 
valuations,  as  near  as  I  could  get  at  it,  of  between  $100,000  and 
$1,000,000,  the  first  list  l)eing  those  over  a  million. 

By  Mr.  Page: 

Q.  Now,  List  C  is  the  details  of  the  companies  having  an  assess- 
ment of  from  $25,000  to  $100,000  ?    A.  Yes. 
Mr.  Page:   I  offer  the  paper  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  03.) 

The  Witness:  The  following  list  is  so  much  in  detail  that  I 
haven't  made  tabulated  copies  of  them  yet,  and  if  you  can  make 
one  exhibit  of  all  the  rest  of  them  in  this  binding  — 

Q.  The  papers  that  you  have  been  asked  about  are  the  follow- 
ing: List  D,  showing  the  franchise  assessments  of  companies 
assessed  from  $25,000  to  $100,000;  List  E,  those  from  $5,000  to 
$10,000;  List  F,  those  assessed  from  $1,000  to  $5,000;  List  G, 
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those  under  $1,000  and  those  having  no  assessments,  and  also 
List  H,  of  forty-six  companies  that  are  not  taxed  for  franchises, 
such  as  stock  quotation  companies,  messenger  companies,  cable 
companies  and  wireless  telegraph  companies  ?  A.  Yes,  that  takes 
up  thirty-one  pages. 

Q.  And  List  I  is  detailed  information  in  regard  to  holding  and 
manufacturing  companies  that  are  connected  with  the  telephone 
and  telegraph  companies  ?    A,  Yes,  sir. 

Mr.  Page  :   I  offer  that  in  evidence  as  one  exhibit. 

(Received  and  marked  Exhibit  No.  94.) 

Q.  i  show  you  a  paper,  and  ask  you  to  state  what  it  is  ?  A.  It 
is  a  summary  of  the  Bell  properties  in  New  York  State,  showing 
the  net  earnings  before  and  after  the  merger,  based  on  previous 
exhibits,  principally. 

Mr.  Page  :  I  offer  it  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  95.) 

Q.  I  show  you  a  paper,  and  ask  you  to  state  what  that  is  ?  A. 
Well,  that  is  cost  figures  of  tangible  property  of  the  Bell-  com- 
panies in  New  York  State. 

By  Vice-Chairman  Merritt: 

Q.  Taken  from  their  books?  A.  It  is  taken  from  a  report 
which  they  submitted  to  the  Committee.  A  supplementary  report 
—  not  in  the  original  report. 

Mr,  Page:    I  offer  that  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  96.) 

By  Mr.  Page: 

Q.  I  show  you  a  paper,  and  ask  you  to  state  what  that  is  ?  A. 
That  is  a  comparison  of  reports  of  the  New  York  Telephone  Com- 
pany on  assets  before  and  after  the  merger. 

Mr.  Page  :   I  offer  that  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  No.  97.) 

Q.  I  show  you  a  paper,  and  ask  you  to  state  what  it  is?  A. 
That  is  a  comparison  of  the  reports  of  the  New  York  Telephone 
Company  on  liabilities  before  and  after  the  merger. 
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Q.  Is  that  based  on  figures  furnished  by  the  companies?  A. 
Principally.  I  had  to  go  elsewhere  to  find  some  of  the  data  on 
the  assets  and  liabilities  before  the  merger,  because  the  New  York 
Telephone  Company  didn't  report  the  separate  companies  asked 
for  by  the  Committee.  They  only  reported  the  New  York  Tele- 
phone Company  after  the  merger. 

Q.  Are  you  satisfied  that  those  figures  are  correct  ?    A.  Yes. 

Mr.  Page:   I  offer  that  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  98.) 

Q.  I  show  you  a  paper,  and  ask  you  to  state  what  that  is  ?  A, 
That  is  a  summary  analysis  of  the  long-distance  tolls  applying  to 
New  York  State  of  the  American  Telephone  and  Telegraph  Com- 
pany. 

Q.  What  is  that  based  on?  A.  Based  partly  on  their  reports 
as  revised  —  their  first  reports  did  not  include  any  interstate  busi- 
ness, and  they  revised  those  figures  —  and  partly  on  information 
furnished  bv  them  afterwards. 

Q.  Then  it  is  all  based  on  information  furnished  by  the  com- 
pany?   A.  Yes,  sir. 

Mr.  Page:    I  offer  that  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  No.  99.) 

Q.  I  show  you  a  paper,  and  ask  you  what  that  is?  A.  That 
is  a  comparison  of  the  Bell  Telephone  Company  of  Buffalo  and 
of  the  Federal  Telephone  and  Telegraph  Company  of  Buffalo, 
which  cover  about  the  same  territory,  showing  the  comparison  of 
their  assets  and  of  their  liabilities  and  of  their  earnings. 

Q.  That  is  based  on  what  —  reports  made  by  the  companies  to 
the  Committee  and  information  furnished  by  the  companies  — 
information  which  you  obtained  from  the  different  companies  — 
from  their  reports  or  through  talking  with  their  officers  or  exam- 
ining their  books  ?    A.  Yes,  sir. 

Mr.  Page:    I  offer  that  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  100.) 

Q.  I  show  you  this  paper,  and  ask  you  to  state  what  it  isf 
A.  It  is  an  analysis  of  the  operating  expense  account  of  the  Xew 
York  Telephone  Company. 
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^Q.  Based  on   information   furnished  by  that  company?     A. 
Based  on  their  books.    I  went  to  the  books  and  analyzed  it. 
Mr.  Page  :  I  offer  it  in  evidence. 

(Received  in  evidence  and  marked  Exhibit  No.  101.) 

Mr.  Page  :   I  offer  the  following  two  papers  in  evidence : 

(Received  in  evidence  and  marked  Exhibits  No.  102  and 
103.) 

Q.  I  show  you  Exhibit  103,  and  ask  you  to  state  what  it  is? 
A.  It  is  a  report  made  by  Price,  Waterhouse  &  Co.  on  the  Roches- 
ter Telephone  Company. 

Q.  When  you  say  report,  you  mean  printed  copy  of  their  re- 
port?   A.  Yes,  sir. 

Q.  And  what  is  Exhibit  102  ?  A.  That  is  a  report  on  the 
Central  New  York  Telephone  Company,  which  is  compared  with 
the  Rochester  Telephone  Company,  on  the  same  sheet. 

Q.  Where  did  you  get  the  figures  in  regard  to  the  Central  New 
York  Telephone  Company  ?    A.  At  their  office  at  Syracuse. 

Q.  And  on  Exhibit  102  the  figures  relating  to  the  Central 
New  York  Telephone  and  Telegraph  Company  are  figures  taken 
from  the  books  of  that  company  ?    A.  Yes,  sir. 

Q.  And  the  figures  on  the  same  exhibit  relating  to  the  Roches- 
ter Company  are  taken  from  the  printed  copy  of  Price,  Water- 
house  &  Co.'s  report  that  is  marked  Exhibit  103  ?    A.  Yes. 

Q.  Do  you  know  anything  about  the  basis  of  credit  by  inde* 
pendent  companies  of  long-distance  business  to  their  investment 
within  the  State  of  New  York  ?  A.  Independent  companies  allow 
25  per  cent,  to  the  originating  company  and  then  a  pro  rate  of  the 
mileage  on  the  business.  Twenty-five  per  cent,  is  supposed  to 
cover  the  expense  of  drumming  up  the  business  and  collections 
and  keeping  the  toll  accounts. 

Q.  Do  you  know  about  the  operations  of  the  so-called  farmers' 
lines  or  rural  companies?  A.  I  am  very  familiar  with  them, 
yes,   sir. 

Q.  Will  you  state  to  the  Committee  what  you  know  alx)ut  them  ? 
A.  Well,  I  traveled  all  over  the  farm  lines  through  the  western 
part  of  the  State  and  studied  the  situation  very  carefully;  com- 
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pared  the  methods  of  the  Bell  and  the  independent  companies; 
and  I  found  that  they  don't  know  what  they  are  doing,  any  of 
them. 

By  Vice-Chairman  Merritt: 

Q.  You  mean  by  that  that  they  keep  no  record  of  their  opera- 
tions, so  there  are  no  conclusions  can  be  arrived  at  as  to  whether 
they  are  profitable  or  unprofitable  'i  A.  The  records  they  keep  are 
incomplete  and  incorrect. 

Q.  What  records  do  they  keep,  as  a  rule?  A.  Well,  they  keep 
a  rental  account  and  a  toll  account,  so  as  to  be  able  to  deal  with 
their  customers,  and  outside  of  that  the  sub-companies  don't  keep 
any  records  at  all;  but  the  controlling  companies  keep  general 
accounts  showing  the  investment  and  overhead  expenses  in  con- 
nection with  the  sub-companies,  so  that  at  the  end  of  the  year 
they  can  make  reports;  but  those  reports  are  faulty,  because  they 
don't  keep  any  records  of  depreciation,  and  they  don't  apportion 
the  general  expenses  properly,  and  the  result  is  that  they  really 
don't  know  where  they  stand. 

Q.  Do  they  pay  any  dividends  at  any  time?  A,  Occasionally 
they  do,  but  that  is  done  just  for  effect. 

By  Mr.  Page: 

Q.  When  you  speak  of  the  sub-companies,  do  you  mean  the 
independent  companies  in  small  villages?  A.  Yes,  and  the  BeU 
companies  as  well. 

Q.  What  I  mean  is  the  little  neighborhood  companies  that  are 
organized  for  mutual  convenience  in  the  country  —  not  in  the 
villages.  Little  lines  —  half  a  dozen  or  a  dozen  people  get  together 
and  form  a  company  or  an  association  and  build  a  telephone  line 
to  connect  themselves  together  with  their  places  of  residence,  and 
then  sometimes  get  connection  into  the  village  through  a  Bell 
or  independent  exchange.  Do  you  know  about  those?  A.  Yes,  I 
am  quite  familiar  with  those. 

Q.  Well,  what  about  the  manner  of  conducting  their  business 
and  keeping  books  and  making  their  reports?  A.  Why,  the  re- 
ports that  the  companies  have  made  to  this  Committee  show  that 
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they  do  not  keep  any  books  of  account,  properly  speaking;  and  I 
know  from  my  own  experience  that  they  do  not. 

Q.  Do  they  keep  any  books?  A.  Well,  they  generally  keep  a 
record  of  — 

By  Vice-Chairman  Merritt: 

Q.  Keep  a  cash  book,  don't  they  ?  A.  Yes ;  that  is,  a  record 
of  their  accounts,  bills  sent  out  and  cash  received;  that  is  about 
all. 

Q.  And  an  account  of  what  they  spend  the  money  for,  I  sup- 
pose? A.  Yes;  they  usually  have  a  secretary,  who  keeps  a  sort 
of  a  memorandum  book  of  what  is  spent  for  maintenance  or  re- 
pairs ;  but  they  are  absolutely  without  any  system  at  all. 

Q.  Would  it  help  their  business  if  they  had  up-to-date  methods, 
or  is  the  business  so  small  that  any  such  system  of  keeping  ac- 
counts as  the  large  companies  have  to  keep  would  be  impossible? 
A.  It  would  help  them  very  much.  It  wouldn't  be  necessary  for 
them  to  keep  the  details  or  make  the  detailed  reports  that  large 
companies  make,  but  if  they  had  to  make  a  report  showing  the 
amount  of  money  thev  had  invested,  and  that  would  lead  to  their 
figuring  interest  and  depreciation,  so  that  if  they  once  made  up 
this  statement,  it  would  be  comparatively  a  simple  matter  to 
follow  it  out  each  year,  I  think. 

By  Mr.   Page: 

Q.  That  answer  relates  to  village  companies,  doesn't  it?  A, 
As  well  as  farmers,  ves. 

Q.  And  does  it  relate  to  the  neighborhood  association  that  goes 
into  the  woods  and  cuts  a  few  poles  and  buys  some  second-hand 
iron  wire  and  strings  it  on  those  poles  —  do  you  think  they  ought 
to  keep  an  account  of  depreciation,  maintenance  and  repair  ?  A. 
They  ought  to  keep  an  account  — 

Q.  How  much  do  you  think  it  would  cost  them  to  keep  such 
an  account  —  about  as  much  every  year  as  the  line  is  worth  ?  A. 
Not  at  all ;  I  am  an  accountant  and  I  know  that  after  they  once 
started  it  and  established  a  basis  of  their  depreciation  and  invest- 
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ment  accounts,  it  would  simply  be  a  matter  of  copying  it  each 
year. 

Q.  What  would  it  cost  them  to  have  somebody  to  keep  those 
accounts  ?  A.  They  wouldn't  need  anybody  to  keep  them.  Their 
secretary  ought  to  be  able  to  fill  out  a  form.  They  usually  have 
a  secretary  of  some  kind. 

Mr.  Page  :  Some  of  them  don't. 

Mr.  Merritt:  I  suppose  some  of  them  are  so  small  that  there 
isn't  much  of  any  business  organization  to  them ;  but  the  minute 
you  get  to  the  point  of  doing  some  business,  you  ought  to  have 
some  kind  of  accounting. 

Mr.  Page:  But  there  are  some  that  don't  receive  or  pay  out 
$10  a  year. 

The  Witness:  It  would  be  comparatively  simple,  to  my  mind^ 
for  them  to  make  up  an  account.  I  am  speaking  from  their  stand- 
point. I  have  been  among  them  and  know  their  habits  or  methods,, 
more  or  less. 

By  Vice-Chairman  Merritt: 

Q.  Do  they  take  an  interest  in  that  phase  of  their  business,  in 
your  experience,  when  it  is  called  to  their  attention?  A.  I  don't 
really  remember  ever  having  heard  of  its  being  called  to  their  at- 
tention until  this  Committee  was  appointed. 

Q.  Well,  the  replies  that  they  have  made  to  the  inquiries  of 
the  Committee,  of  course,  would  furnish  some  suggestions  along 
that  line?  A.  The  replies  which  they  have  made  indicate  that 
they  don't  understand  what  is  wanted. 

Q.  It  is  entirely  outside  of  their  experience  ?    A.  Yes. 

Mr.  Page:  I  oifer  in  evidence  a  letter  from  Mr.  Xally,  vice- 
president  and  general  manager  of  the  Postal  Telegraph-Cable 
Company. 

(Letter  received  in  evidence  and  marked  Exhibit  Ko.  104.) 

Mr.  Page:  I  also  offer  a  letter  from  E.  W.  Moister,  assistant 
comptroller  of  the  American  Telephone  and  Telegraph  Company^ 
dated  March  4,  1910. 

(Letter  received  in  evidence  and  marked  Exhibit  105.) 
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Mr.  Page  :  Also  statement  signed  by  Mr.  Moister  and  marked 
Exhibits  106  and  107,  which  are  referred  to  in  Exhibit  105. 

(Statements  received  in  evidence  and  marked  Exhibits  106 
and  107.) 

Mr.  Page  :  I  also  offer  the  Subway  Act  applying  to  New  York 
city  —  the  Empire  City  Subway  Company  contract  with  the 
Board  of  Electrical  Control. 

(Received  in  evidence  and  marked  Exhibit  109.) 

Mr.  Page  :  Also  copy  of  the  long-distance  contract  between  the 
Inter-Ocean  and  the  Great  Eastern  Companies. 

(Eeceived  in  evidence  and  marked  Exhibit  110.) 

Mr.  Page  :  I  offer  a  copy  of  the  mortgage  from  the  Commercial 
Cable  Company  to  the  Farmers'  Loan  and  Trust  Company  as 
trustee. 

(Received  in  evidence  and  marked  Exhibit  108.) 

By  Mr.  Page: 

Q.  I  show  you  a  paper,  and  ask  you  what  that  is  ?  A.  It  is  a 
statement  of  the  liabilities  of  the  different  companies  doing  busi- 
ness in  the  State  of  New  York. 

Q,  Showing  the  capital  stock  and  bonded  indebtedness?  A. 
Yes,  sir ;  and  floating  indebtedness  and  dividends,  and  so  forth. 

Mr.  Page  :  I  offer  that  in  evidence* 

(Received  in  evidence  and  marked  Exhibit  No.  111.) 

Q.  I  show  you  Exhibits  112  and  113,  and  ask  you  to  state  what 
they  are?  A.  No.  112  shows  the  revenue  of  the  Metropolitan  Dis- 
trict No.  1  of  the  New  York  Telephone  Company.  No.  113 
shows  the  number  of  messages  sent  in  that  district. 

Q.  During  what  time  ?    A.  The  year. 

Q.  And  the  messages  shown  on  Exhibit  113  produce  the  reve- 
nue shown  on  112  ?    A.  Yes. 

Q.  What  year  was  it  ?  A.  Well,  it  is  based  on  an  estimate  of 
the  current  year. 

Mr.  Page  :  I  offer  those  papers  in  evidence. 

(Received  in  evidence  and  marked  Exhibits  112  and  113.) 
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Q.  State  as  fully  as  you  can  the  amount  allowed  by  auditors 
and  accountants  for  depreciation  on  different  parts  of  the  plant 
of  telephone  properties  ?  A.  Those  rates  of  depreciation  have  been 
established  by  engineers  and  the  figure  averages  about  7  per  cent, 
on  the  depreciable  parts  of  the  plant,  so  that  from  an  accountant's 
standpoint  it  is  very  simply  to  take  the  construction  account  of 
any  company  and  analyze  it,  such  as  has  been  exhibited  here  by 
the  New  York  Telephone  Company,  and  apply  that  rate  to  its 
cost  figures.  There  is  no  question  but  what  this  ought  to  be  done 
with  every  plant. 

By  Vice-Chairman  Merritt: 

Q.  The  percentage  is  established  by  the  engineer,  of  course? 
A.  Yes. 

Q.  The  accountant  has  no  personal  knowledge  of  the  aggregate 
of  it,  but  it  is  generally  agreed  to  be  7  per  cent,  on  poles  and  lines? 
A.  About  7  per  cent.  They  have  had  very  careful  examinations 
made  in  Chicago  and  in  ^Massachusetts,  and  I  know  personally  of 
examinations  that  have  been  made  in  New  York  State,  and  it 
averages  up  about  7  per  cent.  Of  course,  there  is  one  point  that 
you  have  to  consider  in  addition  to  this,  and  that  is  the  apprecia- 
tion on  property  which,  like  real  estate  and  —  well,  some  people 
consider  conduits  which  have  been  laid  as  growing  in  value  rather 
than  depreciating. 

Q.  On  account  of  the  increase  in  cost  of  installation?  A.  Yes; 
because  in  some  cases  they  were  laid  before  the  pavements  were; 
it  costs  more  to  put  them  down. 

Q.  That  is  a  pure  bookkeeping  proposition,  of  course ;  but  there 
would  be  some  sense  in  that.  A.  This  matter  of  depreciation  is 
used  by  companies  as  a  sort  of  scarecrow.  It  really  isn't  a  serious 
matter.  One  reason  is  that  telephone  companies  have  to  keep 
their  apparatus  right  up  to  date  or  they  couldn't  do  their  business. 

Q.  So  that  that  expense  is  really  maintenance  ?  A.  Well,  very 
largely. 

Q.  When  they  have  taken  off  a  proper  percentage  for  mainte- 
nance or  a  proper  charge  for  actual  maintenance,  there  isn't  much 
depreciation?  A.  No,  there  isn't  very  much,  compared  with  the 
total  investment. 
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Q.  That  is,  there  is  not  much  room  in  the  bookkeeper's  state* 
ment  of  account  for  an  item  of  depreciation  if  he  has  got  in  all  it 
has  cost  to  maintain  ?  A.  The  other  point  is,  that  you  don't  men- 
tion, is  that  apparatus  gets  obsolete,  of  course.  On  the  other  hand^ 
when  they  have  to  put  in  new  apparatus  they  usually  put  in  some- 
thing that  saves  them  in  operating  —  new  devices,  labor-saving 
devices. 

Q.  They  don't  put  it  in  so  much  because  the  apparatus  is  worn 
out  as  because  it  has  been  discovered  to  be  a  better  way  to  da 
the  trick?  A.  Yes,  sir.  A  switchboard  that  has  been  running^ 
ten  years  may  be  considered  out  of  date,  and  they  put  in  a  new 
one  that  costs  a  couple  of  hundred  thousand  dollars,  say,  and  it 
may  save  them  $10,000  a  year  in  operation,  which  would  soon 
eat  up  the  depreciation  on  the  old  switchboard. 

By  Mr.  Page: 

Q.  I  should  think  that  saving  would  be  only  5  per  cent,  on  the 
cost  of  the  switchboard?    A.  I  just  mentioned  that  figure. 

Q.  And  there  would  be  a  depreciation  on  the  new  switchboard  ? 
A.  Yes. 

•  Vice-Chairman  Meebitt:    He  only  used  that  for  an  illustra- 
tion. 

The  Witness  :   Yes. 

Mr.  Page  :  I  want  to  strike  out  the  exhibits  that  were  put  in 
in  Buffalo  that  are  too  bulky  to  be  printed.  One  is  the  rate  book 
of  the  Buffalo  Bell  Telephone  Company  and  the  other  the  rate 
sheet.    The  rate  book  alone  is  a  good-sized  quarto  volume. 

Vice-Chairman  Mekritt:   All  right.     Strike  them  out. 

Mr.  Page:  What  does  the  Committee  want  to  do  in  regard  to 
the  compilation  of  the  laws  of  the  different  states  ? 

Vice-Chairman  Mebbitt:  I  don't  know  that  that  would  want 
to  be  printed,  but  that  is  a  valuable  thing  as  it  is  got  together. 
When  it  is  complete,  I  don't  know  but  what  it  ought  to  be  printed. 
A  synopsis  of  it,  at  any  rate,  ought  to  be  printed ;  that  is,  if  there 
is  any  chance  to  consolidate  it.  You  see,  you  have  about  30ft 
typewritten  pages  here. 

Mr.  Page  :   That  would  mean  about  100  pages  of  type. 
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Vice-Chairman  Mebbitt:  We  can  determine  this  question 
later  on. 

Judge  SouTHABD :  This  is  a  digest  of  the  statutes  and  constitu- 
tions of  all  the  states  of  the  United  States  and  its  territories,  con- 
taining the  constitutional  provisions  relating  to  corporations,  the 
methods  of  the  formation  of  corporations,  the  rights  of  domestic 
and  foreign  corporations  to  do  business  in  the  several  states,  the 
special  provisions  of  the  statutes  relating  to  telephone  and  tele- 
graph companies,  methods  of  taxation,  crimes  and  penalties  af- 
fecting telephone  and  telegraph  companies,  and  their  operations, 
and  limitations  of  trade  and  commerce,  including  the  Anti-Trust 
and  Anti-Pooling  Acts,  and  statements  of  the  session  of  the  Legis- 
lature, when  they  are  held. 

Vice-Chairman  Mekritt  :  I  would  like  to  see  it  printed  as  part 
of  the  record. 

Judge  Southard:  If  I  had  the  opportimity  I  would  make  a 
small  digest,  giving  a  list  of  the  states  which  have  special  acts 
referring  to  telephone  and  telegraph  companies  and  those  which 
have  not,  and  those  states  which  have  statutes  regulating  trade  and 
commerce  and  those  which  have  none.  There  are  some  states 
which  have  pretty  drastic  measures. 

Mr.  Page  :  I  suggest,  if  it  meets  with  the  approval  of  the  Com- 
mittee, that  the  compilation  of  laws  made  by  Judge  Southard, 
together  with  the  index  which  he  is  to  prepare,  be  made  an  exhibit 
in  this  proceeding,  or  else  be  printed  as  part  of  the  report  —  that 
is,  as  an  appendix  to  the  report. 

Vice-Chairman  Merritt:  All  right. 

Mr.  Page:  I  offer  in  evidence  a  statement  showing  the  total 
number  of  telephones  in  use  in  the  State  of  New  York,  together 
with  an  estimate  of  the  cost  of  construction  and  installation  of 
same,  compared  with  special  franchise  assessments. 

(Received  in  evidence  and  marked  Exhibit  114.) 

Vice-Chairman  Merritt  :  The  Committee  will  stand  adjourned 
subject  to  the  call  of  the  chair. 
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To  the  Joint  Committee  of  the  Legislature  appointed  pursuant  to  a  cof^ 
current  resolution  of  the  Senate  and  Assembly  for  the  purpose  of  investi- 
gating the  question  of  extending  the  jurisdiction  and  powers  of  th^ 
Public  Service  Commissions  to  and  over  telephone  and  telegraph  con^ 
panics : 

Pursuant  to  the  request  of  counsel  to  the  Committee  made  at  the  hearings 
held  in  New  York  city  on  February  26  and  28,  1910,  the  New  York  Telephone 
Company  hereby  supplements  the  testimony  of  its  president  given  on  said 
days,  as  follows: 

Minutes,  Pages  1599  to  1601.* 

Neither  the  New  York  Telephone  Company  nor  the  Empire  City  Subway 
Company  (Limited)  has  ever  instituted  any  suit  or  injunction  or  other 
legal  proceeding  to  prevent  the  entry  of  any  competitive  company  into  their 
respective  fields. 

The  only  suit  or  proceeding  which  has  ever  been  instituted  by  any  "  outside 
Tjompany  "  against  either  of  the  above-named  companies  to  enforce  any  alleged 
rights  to  use  or  operate  electrical  conductors  for  telegraph  or  telephone  pur- 
poses or  any  other  purposes,  in  the  streets  of  the  city  of  New  York,  either 
In  the  subways  of  the  Empire  City  Subway  Company  (Limited)  or  other- 
"Wise,  was  a  proceeding  instituted  on  June  28,  1909,  in  the  Supreme  Court  of 
New  York  county,  by  the  notice  and  petition  of  a  corporation  called  the  Pub- 
lic Service  Telephone  Company,  for  a  writ  of  peremptory  mandamus  to  issue 
against  the  Empire  City  Subway  Company  (Limited)  to  compel  the  latter 
t;ompany  to  assign  space  to  the  petitioner  in  its  subways  from  No.  46  Wall 
street  to  Broadway  and  in  other  subways  connected  therewith  in  William, 
Broad  and  New  streets.  This  proceeding  was  opposed  by  the  Subway  Com- 
pany under  the  terms  of  its  contract  with  the  city  of  New  York  for  the  con- 
struction and  maintenance  of  the  low-tension  subways,  dated  May  16,  1891, 
t>n  the  ground  that  the  petitioner  did  not  have  lawful  power  to  operate  tele- 
graph or  telephone  conductors  in  the  streets  of  said  city,  and  served  ita 
answer  upon  the  petitioner  on  July  12,  1909.  Upon  a  petition  verified  by 
the  Commissioner  of  Water  Supply,  Gas  and  Electricity,  and  an  affidavit 
verified  by  the  corporation  counsel,  alleging  that  the  petitioner.  Public  Ser- 
vice Telephone  Company,  was  not  lawfully  authorized  to  operate  telegraph 
End  telephone  conductors  in  the  streets  and  was  illegally  claiming  valuable 
tights  therein,  the  city  of  New  York  on  July  8,  1909,  obtained  an  order  to 
Bhow  cause  why  it  should  not  be  allowed  to  intervene  in  said  proceeding  in 
t)rder  to  properly  protect  its  rights  and  interests  which  might  be  affected 
thereby.  Argument  upon  both  the  original  petition  and  said  petition  of 
the  city  to  intervene  were  adjourned  from  time  to  time  until  October  4,  1909, 
and  before  argument  thereon  was  had,  the  petitioner,  on  September  29,  1909, 
gave  notice  of  a  motion  for  leave  to  discontinue  the  proceeding  and  there- 
after, on  November  29,   1909,  an  order  of  di5;continuance  was  entered. 

The  only  suit  or  proceeding  of  similar  kind  in  which  either  the  New  York 
Telephone  Company  or  the  Empire  City  Subway  Company  (Limited)  has 
been  "  indirectly "  interested  was  a  proceeding  instituted  in  the  Supreme 
Court  of  New  York  county  on  July  30,  1908,  by  the  petition  of  the  New 
York  Independent  Telephone  Company  for  a  peremptory  writ  of  mandamus 

•  Page    nnmbcrs    refer    to    stenographer's    minutes. 
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to  issue  against  John  H.  O'Brien,  the  then  Commissioner  of  Water  Supply* 
Gas  and  Electricity  of  the  city  of  New  York  to  compel  the  latter  to  isaue  a 
permit  to  the  petitioner  to  run  a  cable  in  the  subway  of  the  Empire  City 
Subway  Company  (Limited)  on  the  south  side  of  Wall  street.  In  its  sai(t 
petition  the  New  York  Independent  Telephone  Company  made  certain  allega- 
tions respecting  the  New  York  Telephone  Company  and  the  Empire  City 
Subway  Company  (Limited)  and  the  corporation  counsel  of  the  city  of  New 
York  in  a  letter  dated  August  1,  190S,  forwarded  a  copy  of  the  said  notice 
and  petition  to  the  last  named  companies  and  requested  them  to  give  him 
affidavits  with  reference  to  such  allegations.  Such  affidavits  were  thereupon 
furnished  to  the  corporation  counsel  and  thereafter  the  said  proceeding  waa 
discontinued  and  an  order  to  that  effect  entered  on  October  21,  1908.  A 
new  notice  and  petition  from  which  the  allegations  respecting  the  New  York 
Telephone  Company  and  the  Empire  City  Subway  Company  (Limited)  were 
omitted  was  served  upon  the  Conmiissioner  of  Water  Supply,  Gas  and  Elec* 
tricity  on  October  22,  1908,  asking  for  the  same  writ  and  the  petition  was 
thereafter  denied  by  the  Supreme  Court  at  Special  Term  on  March  23,  1909. 
(See  opinion  reported  in  New  York  Law  Journal  of  March  24,  1909.)  The 
New  York  Independent  Telephone  Company  appealed  from  this  determination 
and  the  order  of  the  court  at  Special  Term  denying  its  petition  for  such 
peremptory  writ  of  mandamus  was  unanimously  affirmed  by  the  Appellate 
Division  of  the  First  Department  on  July  13,  1909.  (See  133  App.  Div. 
Rep.  p.  635.) 

Minutes,  Page  1680. 

The  territory  of  Cold  Spring,  on  March  1,  1906,  was  sublicensed  to  Mr* 
V.  A.  Murray,  and  such  plant  as  the  company  had  in  such  territory  was 
turned  over  to  him,  for  which  he  paid  the  company  an  annual  rental  of  $600. 
In  addition  to  the  plant  turned  over  to  him,  Mr.  Murray  spent  about  $7,000 
for  additional  construction.  During  the  continuance  of  this  sublicense  agree- 
ment, Mr.  Murray  received  all  of  the  local  rentals,  and,  in  addition,  five 
cents  commission  on  each  outgoing  toll  message.  During  the  last  summer 
(1909)  the  company  found  that  this  territory  was  not  being  well  developed 
and  that  the  service  was  unsatisfactory  to  the  subscribers  there  and  the 
company  therefore  arranged,  with  Mr.  Murray's  consent,  to  operate  said 
territory  directly.  Arrangements  to  this  effect  were  completed  February  28» 
1910,  when  the  company  paid  to  Mr.  Murray  $8,800  for  his  property  and 
good  will,  and  made  a  contract  with  him  whereby  be  was  to  attend  to  the 
operating  of  the  Cold  Spring  central  office  for  $85  per  month. 

Minutes,  Pages  1685  and  1686. 

It  is  impossible  from  any  records  that  the  company  has  to  furnish  this 
corporated  villages,  as  it  would  be  necessary  to  get  the  data  from  each  of 
Farmer  Line  Stations  operated  by  our  connecting  companies  outside  of  in* 
corporated  villages,  as  it  would  be  necessary  to  get  the  data  from  each  ot 
the  connecting  companies,  and  it  would  probably  involve  a  detailed  study 
by  each. 

Minutes,  Page  1701. 

1.  Discounts  on  the  regular  rate  for  messages  from   any  one  station  at 
standard  rates  for  exchange  service  in  any  "Exchange  District"  in  Greater 
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New  York  to  all  stations  in  any  other  "  Exchange  District "  in  Greater  New 
York,  will  be  allowed  in  accordance  with  the  following  schedule: 

Guaranteed  No.  of 
Messages  per  Month.  Discount. 

25  10% 

50  20% 

100  30% 

200  40% 

The  various   "  Exchange   Districts "   include   the   following   exchanges : 

a.  Manhattan:  All  exchanges,  and  Melrose  and  Tremont  Exchanges  in 
The  Bronx. 

b.  The  Bronx:     All  exchanges,  except  Melrose  and  Tremont. 

*  c.  Brooklyn:  Astoria,  Bath  Beach,  Bay  Ridge,  Bedford,  Bushwick,  Coney 
Island,  East  New  York,  Flatbush,  Greenpoint,  Hamilton,  Main,  Prospect, 
South  and   Williamsburg. 

d.  Far  Rockaway:     Far  Rockaway  and  Hammels. 

e.  Flushing. 

f.  Jamaica. 

g.  Newton. 

h.  Richmond  Hill, 
i.  Tompkinsville,  S.  I. 
j.  New  Dorp,  S.  I. 
k.  Tottenville,  S.  I. 

1,  West  New   Brighton,   S,   I. 

2.  For  not  less  than  100  messages  per  montli  from  any  station  at  standard 
rates  for  exchange  service,  a  discount  of  20  per  cent,  from  the  regular  rates 
will  apply  as  follows: 

From  a  station  •in  Greater  New  York  to  all  stations  in  any  one  exchange 
district  outside  Greater  New  York  and  in  the  territory  of  the  Metropolitan, 
New  Jersey,  Long  Island  or  Westchester  Divisions  of  the  New  York  Tele- 
phone Company. 

From  a  station  outside  Greater  New  York  to  all  stations  in  any  "  Exchange 
District"  in  Greater  New  York. 

Minutes,  Page  1707. 

Upon  written  request  from  the  subscriber,  service  at  a  residence  will  be 
suspended,  and  for  a  period  not  exceeding  four  months  in  any  contract  year, 
an  allowance  will  be  made  amounting  to  one-half  of  the  minimum  rate  for 
the  class  of  service  covered  by  the  contract,  the  same  allowance  to  apply  to 
any  charge  for  extra  equipment,  listing  or  mileage;  provided,  however,  that 
the  net  payment  for  local  service  during  the  contract  year  shall  not  be  less 
than  $24,  and  that  in  exchanges  where  season  rates  are  ofTored  such  net 
payment  shall  not  be  less  than  the  season  rate  for  the  same  class  of  service. 

Not  more  than  one  suspension  of  service  with  allowance  will  be  permitted 
on  party  line  stations  in  any  one  contract  year. 

*  Includes  Lawrence,  located  in  Nassau  county  and  served  through  Far- 
Rockaway. 
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Ko  allowance  will  be  made  when  business  service  is  suspended  at  sub- 
scriber's request. 

MesHages  may  be  transferred  from  a  station  at  which  service  is  suspended, 
as  above,  only  to  stations  in  the  same  local  area.  When  a  subscriber  desig- 
nates a  station  outside  the  local  area  to  which  he  wishes  messages  trans- 
ferred, arrangements  may  be  made  whereby  the  central  office  operator  will 
give  to  calling  subscriber  the  call  number  of  the  station  which  the  sub- 
scriber so  designates. 

No  adjustment  of  account  will  be  made  after  the  restoration  of  service, 
when  the  allowance  due  will  be  credited  the  subscriber's  account,  and  not- 
withstanding the  discount,  the  subscriber  will  still  be  permitted  to  send 
during  the  fraction  of  the  year  in  which  service  is  not  suspended,  the  full 
number  of  mei»sage8  allowed  during  the  year. 

Minutes,  Pack  1708.* 

The  cables  of  the  codipany  under  the  East  river  at  the  present  time  con- 
tain 4,918  pairs  of  wires.  Of  these  4,302  pairs  are  in  use  and  616  are  spare. 
Percentage   in  use   is  87.6. 

The  company  has  no  cables  crossing  on  any  of  the  East  river  bridges  at 
the  present  time. 

Minutes,  Page  1709. 

Toll  rates  between  Rochester  and  Buffalo  are  as  follows: 
**A."  Particular  Party  —  26  cents  three  minutes  or  fraction  thereof.     Ex- 
cess 6  cents  each  additional  minute  or  fraction  thereof. 

**  B."  Two  Number  —  One  minute  rate  of  20  cents  with  limit  of  one  and 
one-quarter  minutes.  If  it  extends  over  one  and  one-quarter  minutes,  the 
message  takes  the   25  cent  rate. 

Minutes,  Page  1713. 

The  annual  salaries  of  the  thirty-one  employees  directly  reporting  to  the 
president,  vice-president  and  general  manager,  vice-president  and  general 
counsel,  auditor,  treasurer  and  secretary,  amount  in  the  aggregate  to 
$137,932. 

Dated,  New  York  City,  March  7,  1910. 

NEW  YORK  TELEPHONE  COMPANY,      . 

By   U.   N.   Bethexx, 

PrewdenU 
(New   York   Telephone   Company,   Incorporated,    1896). 
Corporate   Seal. 


To  the  Joint  Committee  of  the  Legislature  appointed  pursuant  to  a  concurrent 
resolution  of  the  Senate  and  Assembly  for  the  purpose  of  investigating 
the  question  of  extending  the  jurisdiction  and  powers  of  the  Public  Ser- 
vice Commissions  to  and  orer  telephone  and  telegraph  companies: 

Pursuant  to   the  request  of  counsel    to  the  Committee  made  at  the  hear- 
ing held  in  New  York  city  on  February  28,  1910,  the  New  York  Telephone 

•  Page    numbers    refer    to    stenographer's    minutes. 
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Company  hereby  supplements  the  testimony  of  its  vice-president  and  general 
manager  given  on  said  day,  as  follows: 

Minutes,  Page  1724. 

Franchise  tax  report  for  1908  shows: 

Gross   operating   revenue $16,393,860.36 

Dividends   and   interest 914,767.26 

117,307,627.62 

Exhibit  No.  64  shows  gross  earnings  of  New  York  Telephone 
Company  for   1908 $17,819,075.43 

Difference  to  be  explained $511,447.81 

Explanation  of  difference: 

1.  Loss  in  collection  of  doubtful  accounts  deducted  from  gross 
operating  revenue  in  franchise  report  and  not  deducted  from 

gross  earnings  in  Exhibit  No.  64 $280,000.00 

2.  Earnings  outside  State  of  New  York  (i.  e.  New  Jersey  and 
Connecticut)  deducted  from  gross  operating  revenue  in  fran- 
chise report  and  not  deducted  from  gross  revenue  in  Ex- 
hibit No.  64 231.447.81 


$511,447.81 


Dated,  New  York  City,  March  7,  1910. 

NEW  YORK  TELEPHONE  COMPANY, 

By  H.  F.  Thubber, 
Vice-President  and  General  Manager, 
(New  York  Telephone  Company,  Incorporated  1896.) 
Corporate  Seal. 

State  of  New  York,  ) 

County  of  New  Yobk,( 

Howard  F.  Thurber,  being  sworn,  says,  he  is  the  vice-president  and  general 
manager  of  the  New  York  Telephone  Company,  the  corporation  above  referred 
to,  and  resides  in  the  borough  of  Brooklyn,  the  city  of  New  York,  New  York. 
And  he  further  says  that  the  foregoing  supplemental  statement  is  true  and 
correct  to  the  best  of  his  knowledge  and  belief. 

H.  F.  THURBEK. 
Subscribed  and  sworn  to  before  me 
this   7th   day   of   March,    1910. 

Lincoln  Jones, 

Votary  Public,  Kings  Co,, 

Cert,  filed  in  N,  Y.  Co. 
(Notary's  Seal). 

State  of  New  York,  ) 

S8    ' 

County  of  New  Yobk,( 

Union  N.  Bethell,  being  sworn,  says,  he  is  the  president  of  the  New  York 
Telephone  Company,  the  corporation  above  referred  to,  and  resides  at  Mont- 
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clair,  Essex  county,  New  Jersey.  And  he  further  says  that  the  foregoing 
supplemental  statement  is  true  and  correct  to  the  hest  of  his  knowledge  and 
belief. 

UNION  N.  BETHELL, 
Subscribed  and  sworn  to  before  me 
this  7th  day  of  March,  1910. 

Lincoln  Jones, 

Notary  Public,  Kings  Co,j 

Cert  filed  in  N.  Y.  Co.  • 

(Notary's  Seal). 
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EXHIBIT  1. 


Contract  Between  The  Frontier  Telephone  Company  and  Warner  ft 

Batcheller. 

(Duplicate.) 

THE  FRONTIER  TELEPHONE  COMPANY. 

Executive  Offices,  332  Ellicott  Street. 

Buffalo,  N.  Y. 

TELEPHONE  SERVICE  LEASE. 

Terms  and  Conditions. — ^The  inBtniments  and  lines  on  the  lessee's  premisea 
ahall  be  carefully  used  and  only  as  herein  stated.  He  is  to  pay  $10.00  for  each 
Telephone,  Transmitter  or  Call  Box  destroyed  otherwise  than  by  unavoid* 
able  accident,  and  $10.00  per  month  in  case  of  unauthorized  removal  or  deten* 
tion  of  the  same  until  it  shall  be  returned  or  its  destruction  shall  be  satisfac* 
torily  proved;  but  such  payment  shall  not  confer  any  title  to  the  instrument  or 
tight  to  use  it.  All  ordinary  expenses  of  mainteuance  and  repairs  are  to  be 
1)ome  by  the  lessor.  The  lessor  does  not  guarantee  the  uninterrupted  working 
of  the  line  or  instruments,  and  shall  not  be  held  liable  for  annoyances  or  in* 
terraption  from  induction,  nor  for  damages  of  any  character  caused  by  other 
electrical  systems,  and  its  liability,  in  case  the  lessee's  communication  is  inter- 
rupted from  any  other  cause,  shall  be  limited  to  an  abatement  of  the  rental 
liereunder  during  such  interruption  after  24  hours'  written  notice  thereof  to  the 
lessor  in  each  case.  Lpon  non-payment  of  any  sum  due,  or  any  use  of  the 
instruments  or  lines  on  said  premises,  improper  or  contrary  hereto,  or  any 
removal  therefrom,  the  lessor  may  terminate  the  lessee's  right  immediately  by 
written  notice  mailed  to  or  left  at  the  aforesaid  premises  and  sever  his  con« 
nection  and  remove  the  instruments ;  and  in  such  case  tlie  lessee  shall  pay  full 
rental  and  other  charges  earned  up  to  the  date  of  such  removal  of  instruments, 
and  charges  as  hereinbefore  specified.  The  lessor  shall  at  all  reasonable  times 
hnre  the  right  to  enter  the  premises  of  the  lessee  to  inspect  and  repair  instru- 
ments and  Tines,  or  to  remove  them  upon  the  termination  of  the  lessee's  right 
hereunder. 

The  rental  and  other  charges  herein  specified  will  not  include  payment  for 
Messenger,  or  Toll  Line  service  with  distant  towns  or  Toll  Stations  which  shall 
be  based  upon  the  lessor's  established  tariff;  but  the  lessee  hereby  guarantees 
prompt  payment  for  such  service  furnished  to  himself  or  others  upon  call  from 
his  instrument. 

The  right  of  the  lessee  is  to  use  the  instruments  and  connecting  wires 
Where  the   lessor   may   place   them,  l>ut   not   elsewhere,   nor   in  connection 
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with  any  other  line  or  instruments,  or  telephone  or  telegraph  accessoriea 
not  furnished  by  the  lessor,  under  such  rules  as  the  lessor  may  from  time 
to  time  prescribe,  for  the  purpose  of  personal  communication  with  partiea 
upon  his  and  their  business.  He  shall  not  extend  their  use  to  other  in* 
dividuals  except  his  employes  or  patrons. 

They  are  not  to  be  used  for  any  toll  or  consideration  to  be  paid  by  any 
person  other  than  the  lessee  nor  for  performing  any  part  of  the  work  of  col* 
lecting,  transmitting  or  delivering  any  message  in  respect  of  which  any  toll  or 
consideration  has  been  paid  or  is  to  be  paid  to  any  party  other  than  the  lessor^ 
nor  for  calling  messengers  except  from  the  lessor,  or  performing  any  other 
•ervice  in  competition  with  service  which  the  lessor  may  undertake  to  perform* 

He  shall  not  make  use  of  foul  or  profane  language,  or  personate  any 
other  individual,  with  fraudulent  intent,  over  the  wires  connected  with 
his  instrument. 

In  view  of  the  liability  to  errors  in  transmitting  oral  messages  by  tele* 
phone,  and  the  impossibility  of  fairly  fixing  the  cause  thereof,  the  lessee 
assumes  all  risks  of  errors  from  misconnections  or  mistakes  upon  and  by  any 
telephone  line,  and  the  officers  and  servants  thereof  in  transmitting,  receiving 
or  delivering  messages;  and  in  respect  of  any  messages  which  may  be  sent  or 
received  by  or  for  him  over  any  other  telephone  or  telegraph  line,  no  line  shall 
be  responsible  for  defaults  occurring  on  any  other  line,  nor  on  its  own  lioes^ 
except  as  specified  in  its  usual  contracts,  nor  for  any  damages  unless  the  claim 
therefor  be  presented  in  writing  within  thirty  days  after  sending  the  message ; 
and  he  makes  every  line  over  which  said  message  may  pass,  his  agent  to  receive 
the  same,  to  forward  it  toward  its  destination  at  the  rate  for  unrepeated 
messages,  and  for  that  purpose  to  bind  him  by  the  contracts  on  the  usual 
blanks,  and  make  the  message  subject  to  usual  limitations,  rules  and  regula* 
tions  to  which  he  hereby  agrees.  He  will  reimburse  the  lessor  for  all  tolls  it 
may  pay  on  such  message.     This  contract  may  be  assigned  by  the  lessor. 

AH  the  obligations  hereof  are  binding  upon  the  lessee  utitil  the  instrument 
•hall  be  redelivered  to  the  lessor,  or,  until,  being  bound  and  requested  as  above 
specified,  and  having  an  opportunity  to  remove  the  same,  it  shall  neglect  to 
do  so.  All  words  herein  referring  to  the  lessee,  or  any  other  user,  shall  be 
taken  to  be  of  such  number  and  gender  as  the  character  of  the  lessee  or  user 
nay  require. 

The  subscriber  to  this  lease  requests  THE  FRONTIER  TELEPHONE 
COMPANY  to  place  in  his  premises.  No.  107  Erie  County  Bank  Buildings 
Buffalo,  N.  Y.,  telephone  instruments  and  line  as  noted  on  the  back  hereof^ 
and  connect  the  same  for  his  use  within  the  Buffalo,  N.  Y.,  Exchange  District,, 
for  a  period  of  one  year  from  date  of  service,  and  thereafter,  until  this  agree- 
ment is  terminated  by  thirty  days'  notice  in  writing  from  either  party  to  th* 
other,  upon  the  terms  and  conditions  stated  above,  which  he  hereby  agrees  to 
keep  and  perform  and  to  pay  therefor  to  the  said  company  $48  per  year  quar- 
terly in  advance,  and  pro  rata  for  broken  quarters,  commencing  as  soon  aa 
the  instruments  shall  be  placed  and  connected. 

It  is  hereby  understood  and  agreed  between  the  parties  hereto  that  the 
said  Buffalo,  N.  Y.,  Exchange  District  shall  consist  of  the  limits  of  the  city  of 
Bufffllo,  N.  Y.,  and  that  the  subscriber  shall  pay  tolls  to  the  company  at 
schedule  tariff  rates  to  points  outside  of  this  district. 

The  company's  acceptance  of  this  request  for  telephone  service  is  conditioneit 
upon  securing  the  necessary  right  of  way  for  constructing  the  line. 

This  request  becomes  a  binding  contract  as  soon  as  accepted  by  the  manager^ 
or  other  authorized  agent  of  the  company,  by  his  signature  hereto,  or  by 
furnishing  said  instruments. 

Its  terms  cannot  be  varied  or  waived  by  any  representation  or  promise  of 
any  canvasser  or  other  person  unless  same  be  in  writing  and  signed  by  th% 
general  manager.    Contract  to  take  effect  May  1,  1908. 
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The  subscriber  acknowledges  that  he  has  received  a  duplicate  hereof. 
Accepted  at  Buffalo,  N.  Y.,  May  8,  1908. 

THE  FRONTIER  TELEPHONE  COMPANY, 

By  G.  Barbett  Rich,  Jr., 

General  Manager, 
Date  — May  4th,  1908. 

Name  —  Warner  &  Batcheller,  per  D.  E.  Batcheller. 
Address — 107  Erie  County  Savings  Bank  Building. 
Business  —  Real  Estate. 
Billing  address  —  Same. 


EXHIBIT  2. 


Supplementary  Contract,  Same  Subscribers,  for  Extension  Set. 

(Duplicate.) 
SUPPLEMENTARY  TELEPHONE  CONTRACT 

WITH 

THE  FRONTIER  TELEPHONE  COMPANY. 

Buffalo,  N.  Y.,  May  14,  1908. 

Please  install  an  extension  desk  set  at  108  Erie  County  Bank  Building  — 
push  button  and  buzzer  —  to  be  used  in  connection  with  telephone  No.  746, 
located  at  the  above  address,  and  for  which  we  agree  to  pay  the  sum  of 
twelve  dollars  per  year  quarterly  in  advance. 

It  is  understood  and  agreed  that  this  Supplementary  Contract  is  subject 
to  all  the  terms  and  conditions  and  is  a  part  of  contract  signed  by  us  for  set 
of  telephone  lines  and  instrumentf^,  with  service  located  in  same  building. 

This  Supplementary  Contract  takes  effect  when  service  is  connected,  and 
may  be  terminated  after  the  first  year  without  affecting  the  primary  contract, 
upon  30  days'  written  notice. 

Accepted  for  The  Frontier  Telephone  Company, 

By  G.  Barrett  Rich,  Jr., 

General  Manager, 
Name,  WARNER  &  BATCHELLER, 

By  D.  £.  Batcheller. 


EXHIBIT  3. 


Franchise  of  The  Frontier  Telephone  Company,  Granted  by  the  City  of 

Buffalo. 

Head  into  evidence,  pages  76  to  87. 
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EXHIBIT  4. 


Proposed  Contract  Between  the  Frontier  and  Inter- ocean  Companies  and 

Alfred  B.  Farthing. 

( Original. ) 
THE  FRONTIER  TELEPHONE  COMPANY 

ANII 

INTER-OCEAN  TELEGRAPH  AND  TELEPHONE  COMPANY, 

Executive  Offices,  332  Ellicott  Street,  Buffalo,  N.  Y. 

Metbopoutan  Distbict. 

UNLIMITED  TELEPHONE  SERVICE  LEASE. 

Terms    and    Conditions. —  This    lease    is    made    by    and    between    The 
Frontier  Telephone  Company  and  the  Inter-Ocean  Teltpbone  and  Telegraph 
Company     (hereinafter    known    as    the    ''lessors"),    and    the    party    by 
whom    this    contract    is    signed    (hereinafter    known    as    the    "lessee"    or 
"subscriber").     The     instruments     and     lines    on     the     lessee's     premises 
shall  be  carefully  used  and  only  as  herein  stated.    He  is  to  pay  $10.00  for  each 
Telephone,  Transmitter  or  Call  Box  destroyed  otherwise  than  by  unavoid- 
able accident,  and  $10.(K>  per  month  in  case  of  unauthorized  removal  or  deten- 
ti  m   of  the  same  until  it  shall  be  returned  or  its  destruction  satisfactorily 
proved ;   but  such  payment  shall  not  confer  any   title  to  the  instrument  or 
right  to  use  it.    All  ordinary  expenses  of  maintenance  and  repairs  are  to  be 
borne  by  the  lessors.    The  lessors  shall  not  be  liable  for  any  error  or  omission 
in  the  official  directory  of  their  subscribers  nor  do  they  guarantee  the  unin- 
terrupted working  of  the  line  or  instruments,  and  shall  not  be  held  liable  for 
annoyances  or  interruption  from  induction,  nor  for  damages  of  any  character 
caused  by  other  electrical  systems,  and  its  liability,  in  case  the  lessee's  com- 
munication is  interrupted  from  any  other  cause,  shall  be  limited  to  an  abate- 
ment of  the  rental  hereunder  during  such  interruption  after  24  hours'  written 
notice  thereof  to  the  lessors  in  each  case.    Upon  non-payment  of  any  sum  due, 
or  any  use  of  said  instruments  or  lines  on  said  premises,  improper  or  contrary 
hereto,  or  any  removal  therefrom,  the  lessors  may  terminate  the  lessee's  right 
immediately  by  written  notice  mailed  to  or  left  at  the  aforesaid  premises  and 
sever  his  connection  and  remove  the  instruments;  and  in  such  case  the  lessee 
shall  pay  full  rental  and  other  charges  earned  up  to  the  date  of  such  removal 
of  instruments,  and  charges  as  hereinbefore  specified.    The  lessors  also  reserve 
the  right  to  cancel  any  party  line  contract  upon  thirty  days'  notice  whenever 
in  their  judgment  the  subscriber  from  large  use  or  other  causes  interferes  with 
the  reasonable  use  of  other  telephones  connected  with  the  same  circuit.     The 
lessors   reserve  the  right  to  change  party  line  numbers  whenever  necessary 
without  notice.     The  lessors  shall  at  all  reasonable  times  have  the  right  to 
enter  the  premises  of  the  lessee  to  inspect  and  repair  instruments  and  lines, 
or  to  remove  them  upon  the  termination  of  the  lessee's  right  hereunder. 

The  rental  and  other  charges  herein  specified  will  not  include  payment  for 
!Me^seiigt»r  or  telephone  service  outside  of  Metropolitan  District,  herein  pro- 
vided for  and  any  messages  so  sent  shall  be  charged  at  the  lessor's  established 
tariff;  and  the  lessee  hereby  guarantees  prompt  payment  for  such  service 
furni-ihed  to  himself  or  others  from  his  instrument;  and  further  agrees  to 
pay  the  cost  of  installation  of  the  telephone  in  the  event  of  his  cancelling  this 
contract,  before  its  expiration,  or  its  cancellation  by  the  lessors  for  nonpay- 
ment, and  further  agrees  to  pay  the  cost  of  moving  said  equipment  from 
position  oiiginaUy  established  by  the  lessors. 
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The  right  of  the  lessee  is  to  use  the  instruments  and  connecting  wires 
where  the  lessors  may  place  them,  but  not  elsewhere,  nor  in  connection 
with  any  other  line  or  instruments,  or  telephone  or  telegraph  accessories 
not  furnished  by  the  lessors,  under  such  rules  as  the  lessors  may  from  time 
to  time  prescribe,  for  the  purpose  of  personal  communication  with  parties 
upon  his  or  their  business.  He  shall  nft  extend  their  use  to  other  in- 
dividuals except  his  employes. 

They  are  not  to  be  used  for  any  toll  or  consideration  to  be  paid  by  any 
person  other  than  the  lessee  nor  for  performing  any  part  of  the  work  of  col- 
lecting, transmitting  or  delivering  any  message  in  respect  of  which  any  toll  or 
consideration  has  b^n  paid  or  is  to  be  paid  to  any  party  other  than  the  lessor, 
nor  for  calling  messengers  except  from  the  lessors,  or  performing  any  other 
service  in  competition  with  service  which  the  lessors  may  undertake  to 
perform. 

He  shall  not  make  use  of  foul  or  profane  language,  or  personate  any 
other  individual,  with  fraudulent  intent,  over  the  wires  connected  with 
his  instrument. 

In  view  of  the  liability  to  errors  in  transmitting  oral  message^  by  tele- 
phone, and  the  impossibility  of  fairly  fixing  the  cause  thereof,  the  lessee 
assumes  all  risks  of  errors  from  misconnections  or  mistakes  upon  and  by  any 
telephone  line,  and  the  officers  and  servants  thereof  in  transmitting,  receiving 
or  (lelivoring  messages;  and  in  respect  of  any  messages  which  may  be  sent  or 
rpcpivrd  by  or  for  him  over  any  other  telephone  or  telegraph  line,  no  line  shall 
be  responsible  for  defaults  occurring  on  any  other  line,  nor  on  its  own  lines, 
except  as  specified  in  its  usual  contracts,  nor  for  any  damages  unless  the  claim 
therefor  be  presented  in  writing  within  thirty  days  after  sending  the  message; 
and  he  makes  every  line  over  which  said  message  may  pass,  his  agent  to  receive 
the  same,  to  forward  it  towara  its  destination  at  the  rate  for  unrepeated 
messages,  and  for  that  purpose  to  bind  him  by  the  contracts  on  the  usual 
blanks,  and  make  the  message  subject  to  usual  limitations,  rules  and  regula- 
tions to  which  he  hereby  agrees.  He  will  reimburse  the  lessors  for  all  toll? 
they  may  pay  on  such  messages.  This  contract  may  be  assigned  by  tha 
lessors. 

All  the  obligations  hereof  are  binding  upon  the  lessee  until  the  instrument 
shall  be  redelivered  to  the  lessors  sccordinsr  to  the  terms  of  this  l?ase.  fvr. 
until,  being  bound  and  requested  as  above  specified,  and  having  an  opportunity 
to  remove  the  same,  it  shall  neglect  to  do  so.  All  words  herein  referring  to 
the  lessee,  or  any  other  user,  shall  be  taken  to  be  of  such  number  and  gender 
as  the  character  of  the  lessee  or  user  may  require. 

The  subscriber  to  this  lease  requests  the  lessors  to  place  in  his  premises, 
No.  517%  Ellicott  Street,  Buffalo,  N.  Y.,  a  telephone  instrument  on  a  four- 
party  line  and  connect  the  same  for  his  residence  use  within  the  Metropolitan 
District  (as  defined  in  a  certain  contract  existing  by  and  between  THE 
FRONTIER  TELEPHONE  COMPANY  and  INTER-OCEAN  TELEPHONK 
AND  TELEGRAPH  COMPANY),  for  one  year  from  date  of  charge  for  service, 
and  thereafter,  until  this  agreement  is  terminated  by  thirty  days'  notice  in 
writing  from  either  party  to  the  other,  upon  the  terms  and  conditions  stated* 
above,  which  he  hereby  agrees  to  keep  and  perform  and  to  pay  therefore  t> 
the  said  lessors  twenty-six  dollars  and  sixty-six  cents  ($26.66)  per  year 
quarterly  in  advance  at  the  office  of  the  lessors,  and  pro  rata  for  broke'i 
quarters,  commencing  as  soon  as  the  instruments  shall  be  placed  and  connected. 

The  payments  for  exchange  service  called  for  under  this  contract  are  subject 
to  a  discount  of  10  per  cent,  when  made  in  compliance  with  the  terms  and 
conditions  named  herein  within  twenty  days  after  they  become  due. 

The  subscriber  to  this  lease  hereby  agrees  to  make  a  deposit  with  the  lessor  ^ 
of  an  amount  equal  to  one-quarter  of  the  annual  rental  for  the  telephone  ser- 
vice  herein  provided  for,   from  which   deposit  the   lessors   shall   deduct  any 
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balance  which  may  be  due  them  under  the  terms  of  this  contract  on  its  cancel- 
lation, and  thereupon  return  any  balance  due  the  subscriber^  provided,  how- 
ever, if  the  subscriber  has  paid  for  his  telephone  service  as  per  the  terms  of 
this  contract,  the  lessors  will  return  the  full  amount  of  deposit  with  interest 
thereon  at  six  per  cent.  (6%)  per  annum. 

It  is  hereby  understood  and  agreed  between  the  parties  hereto  that  the  said 
Metropolitan  District  shall  consist  of  the  limits  of  the  city  of  Buffalo,  town 
of  West  Seneca,  town  of  Cheektowaga,  villages  of  Williamsville,  Kenmore, 
Sloan,  Gardenville,  Roland  and  Blasdell,  and  the  subscriber  shall  pay  tolls 
to  the  company  at  schedule  tariff  rates  to  points  outside  of  this  district.  This 
contract  to  take  effect  October  1,  1906. 

The  lessors'  acceptance  of  this  request  for  telephone  service  is  conditioned 
upon  securing  the  necessary  right-of-way  for  constructing  this  line. 

This  request  becomes  a  binding  contract  as  soon  as  accepted  by  the  author- 
ized agent  of  the  lessors  by  his  signature  hereto,  or  by  furnishing  said  instru- 
ment. 

The  terms  of  this  lease  cannot  be  varied  or  waived  by  any  representation 
or  promise  of  any  canvasser  or  other  person  unless  same  be  in  writing  and 
signed  by  the  authorized  agent  of  the  lessors. 

The  subscriber  acknowledges  that  he  has  received  a  duplicate  hereof. 

Accepted  at  Buffalo,  N.  Y.,   ,  19 ... . 

IHE  FRONTIER  TELEPHONE  COMPANY 

AND 

INTER-OCEAN  TELEPHONE  AND  TELEGRAPH  COMPANY, 

By    

Contract  Agent. 
Date  — Nov.  10,  1908. 
Business  —  Residence. 


EXHIBIT  5. 


Contract   Between   The   Frontier   Telephone   Company  and  Alfred   B. 

Farthing. 

( Duplicate. ) 
THE  FRONTIER  TELEPHONE  COMPANY. 
Executive  Offices,  332  Ellicott  Street, 
Buffalo,  N.  Y. 

TELEPHONE  SERVICE  LEASE. 

Tebms  and  Conditions. — ^The  instruments  and  lines  on  the  lessee's  premises 
shall  be  carefully  used  and  only  as  herein  stated.  He  is  to  pay  $10.00  for  each 
Telephone,  Transmitter  or  Call  Box  destroyed  otherwise  than  by  unavoid- 
able accident,  and  $10.00  per  month  in  case  of  unauthorized  removal  or  deten- 
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tion  of  the  same  until  it  shall  be  returned  or  its  destruction  shall  be  satisfad** 
torily  proved ;  but  such  payment  shall  not  confer  any  title  to  the  instrument  or 
right  to  use  it.  All  ordinary  expenses  of  maintenance  and  repairs  are  to  be 
borne  by  the  lessor.  The  lessor  does  not  guarantee  the  uninterrupted  working 
of  the  line  or  instruments,  and  shall  not  be  held  liable  for  annoyances  or  in- 
terruptions from  induction,  nor  for  damages  of  any  (Character  caused  by  other 
electrical  systems,  and  its  liability,  in  case  the  lessee's  conuuunication  is  inters 
rupted  from  any  other  cause,  shall  be  limited  to  an  abatement  of  the  rental 
hereunder  during  such  interruption  after  24  hours'  written  notice  thereof  to  th€) 
lessor  in  each  case.  Upon  non-payment  of  any  sum  due,  or  any  use  of  the 
instruments  or  lines  on  said  premises,  improper  or  contrary  hereto,  or  any 
removal  therefrom,  the  lessor  may  terminate  the  lessee's  right  immediately  by 
written  notice  mailed  to  or  left  at  the  aforesaid  premises  and  sever  his  con* 
nection  and  remove  the  instruments;  and  in  such  case  the  lessee  shall  pay  full 
rental  and  other  charges  earned  up  to  the  date  of  such  removal  of  Instruments, 
And  charges  as  hereinbefore  specified.  The  lessor  shall  at  all  reasonable  times 
have  the  right  to  enter  the  premises  of  the  lessee  to  inspect  and  repair  instruf 
tnents  and  lines,  or  to  remove  them  upon  the  termination  of  the  lessee's  right 
hereunder. 

The  rental  and  other  charges  herein  specified  will  not  include  payment  for 
Messenger,  or  Toll  Line  service  with  distant  towns  or  Toll  Stations  which  shall 
be  based  upon  the  lessor's  established  tariff;  but  the  lessee  hereby  guarantees 
prompt  payment  for  such  service  furnished  to  himself  or  others  upon  call  from 
his  instrument. 

The  right  of  the  lessee  is  to  use  the  instruments  and  connecting  wires 
where  the  lessor  may  place  them,  but  not  elsewhere,  nor  in  connection 
with  any  other  line  under  such  rules  as  the  lessor  may  from  time  to  time 
prescribe,  for  the  purpose  of  personal  communication  with  parties  upon  his 
and  their  business.  He  shall  not  extend  their  use  to  other  individuals  except 
his  employes  or  patrons. 

They  are  not  to  be  used  for  any  toll  or  consideration  to  be  paid  by  any 
person  other  tnan  the  lessee  nor  for  performing  any  part  of  the  work  of  col- 
lecting, transmitting  or  delivering  any  message  in  respect  of  which  any  toll  or 
consideration  has  been  paid  or  is  to  be  paid  to  any  party  other  than  the  lessor, 
nor  for  calling  messengers  except  from  the  lessor,  or  performing  any  other 
service  in  competition  with  service  which  the  lessor  may  undertake  to  perform. 

He  shall  not  make  use  of  foul  or  profane  language,  or  personate  any 
other  individual,  with  fraudulent  intent,  over  the  wires  connected  with 
his  instrument. 

In  view  of  the  liability  to  errors  in  transmitting  oral  messages  by  tele- 
phone, and  the  impossibility  of  fairly  fixing  the  cause  thereof,  the  lessee 
assumes  all  risks  of  errors  from  misconnectiohs  or  mistakes  upon  and  by  any 
telephone  line,  and  the  officers  and  servants  thereof  in  transmitting,  receiving 
or  delivering  messages;  and  in  respect  of  any  messages  which  may  be  sent  or 
received  by  or  for  him  over  any  other  telephone  or  telegraph  line,  no  line  shall 
be  responsible  for  defaults  occurring  on  any  other  line,  nor  on  its  own  lines, 
except  as  specified  in  its  usual  contracts,  nor  for  any  damages  unless  the  claim 
therefor  be  presented  in  writing  within  thirty  days  after  sending  the  message; 
and  he  makes  every  line  over  which  said  message  may  pass,  his  assent  to  receive 
the  same,  to  forward  it  toward  its  destination  at  the  rate  for  unrepeated 
messages,  and  for  that  purpose  to  bind  him  by  the  contracts  on  the  usual 
blanks,  and  make  the  message  subject  to  usual  limitations,  rules  and  regula- 
tions to  which  he  hereby  agrees.  He  will  reimburse  the  lessor  for  all  tolls  it 
may  pay  on  such  message     This  contract  may  be  assigned  by  the  lessor. 

All  the  obligations  hereof  are  binding  upon  the  lessee  until  the  instrument 
shall  he  redelivered  to  the  lessor,  or.  until,  beinjf  l>oiind  and  reonp*ted  a«  above 
specified,  and  having  an  opportunity  to  remove  the  same,  it  shall  neglect  to 
do  so.  All  words  herein  referring  to  the  lessee,  or  any  other  user,  shall  be 
taken  to  be  of  such  number  and  gender  as  the  character  of  the  lessee  or  user 
may  require. 

The    subscriber    to    this    lease    requests    THE    FRONTIER    TELEPHONE 
COMPANY  to  place  in  his  premises,  No.  517  Ellicott  Street,  Buffalo,  N.  Y., 
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telephone  inBtruments  and  line  as  noted  on  the  back  hereof,  and  connect 
the  same  for  his  use  within  the  Buffalo,  N.  Y.,  Exchange  District,  for  a  period 
of  one  year  from  date  of  service,  and  thereafter,  until  this  agreement  ia 
terminated  by  thirty  days'  notice  in  writing  from  either  party  to  the  other,, 
upon  the  terms  and  conditions  stated  above,  which  he  hereby  agrees  to  keep 
and  perform  and  to  pay  therefor  to  the  said  company  fifteen  dollars  per  year 
quarterly  in  advance,  and  f^ro  rata  for  broken  quarters,  commencing  as  sooa 
as  the  instruments  shall  be  placed  and  connected. 

It  is  hereby  understood  and  agreed  between  the  parties  hereto  that  the- 
said  Buffalo,  N.  Y.,  Exchange  District  shall  consist  of  the  limits  of  the  city 
of  Buffalo,  N.  Y.,  and  that  the  subscriber  shall  pay  tolls  to  the  company  at 
schedule  tariff  rates  to  points  outside  of  this  district. 

The  company's  acceptance  of  this  request  for  telephone  service  is  conditioned 
Upon  securing  the  necessary  right  of  way  for  constructing  the  line. 

This  request  becomes  a  binding  contract  as  soon  as  accepted  by  the  general 
manager  or  other  authorized  agent  of  the  company,  by  his  signature  hereto^ 
j>r  by  furnishing  said  instruments. 

Its  terms  cannot  be  varied  or  waived  by  any  representation  or  promise  of 
any^  canvasser  or  other  person  unless  same  be  in  writing  and  signed  by  the- 
general  manager.     Instruments   will   be  installed  as  soon  as  possible.     Ka 
charge  will  be  made  for  service  until  3,500  subscribers  are  connected. 
The  subscriber  acknowledges  that  he  has  received  a  duplicate  hereof. 
Accepted  by  the  Frontier  Telephone  Company,  Ist  day  of  October,  1902. 

THE  FRONITER  TELEPHONE  COMPANY, 

By  John  Jouly, 

Contract  Agents 
Signed  —  October  1,  1002. 
Name  —  Alfred  B.  Farthing. 
Address —  517  Ellicott  street,  residence. 


EXHIBIT  6. 


Advertising  Card  of  Bell  Telephone  Company  Showing  Special   Toll 

Rates  from  Buffalo. 

NEW  LOW  TOLL  RATES  — BELL  SYSTEM. 

Thbee-Minute  Rates  from  Blffalo  to  a  Few  Important  Neabbt  Points. 

Akron 16c      Bradford 30o 

Batavia 15c      Canandaigua 25o 

Dunkirk 20c      Erie 30o 

East   Aurora    10c      Fredonia 20o 

Gowanda 10c      Geneva 35e 

Hamburg 5c      Hornell 30o 

Lockport 15c      Jamestown 20o 

Niagara  Falls    15c      Glean 30o 

Rochester , 25c      Salamanca 20c 

Springville 15c      Warren 30o 

Wellsville 30c      Penn  Yan 45o 

Five  Minutes  Tonawanda,  5  cents. 
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EXHIBIT  7. 


Report  of  Bell  Telephone  Compazi^  of  Buffalo  to  Stockholders,  Dated 

February  15th,  1909. 

THE  BELL  TELEPHONE  COMPANY,  OF  BUFFALO. 

To  the  Stockholdera: 

The  followmg  comparative  statement  of  the  business  of  the  company  for  the 
years  1907  and  1906  is  respectfully  submitted. 

H.  M.  Watson, 

President, 
J.  S.  Baechsb, 

Treaeurer. 
14  West  Seneca  Street,  Buffalo,  N.  Y.,  February  16,  1909. 

Opebation,  Yeabs  1907-1908. 

Dec.  31, 1907.        Dec.  31, 1908. 

Number  of  stations 54,575  55,579 

Gross   earnings    $1,709,679  00  $1,721,339  00 

Expenses    (including  maintenance)    1,072,710  00  1,070,382  00 

Net   earnings    636,969  00  650,957  00 

Dividends 474,414  00  487,362  00 

To  depreciation 162,555  00  163,595  00 


Financial  Condition. 

Assets:                                                          Dec.  31,  1907.  Dec.  31,  1908. 

Plant $7,802,807  02  $8,173,405  43 

Real    estate    525,005  43  566,256  44 

Contracts  and  licenses  210,000  00  210,000  00 

SuppUcs,  etc 316,373  74  318,043  87 

Cash 124,921  97  109,892  39 

Bills  and  accounts  receivable 259,547  25  256,042  29 

$9,238,665  41  $9,6d3,640  42 

lAaWities:                                                  Dec.  31,  1907.  Dec.  31,  1908. 

Capitol  stock   $8,122,700  00  $8,122,700  00 

Surplus 133,797  75  133,797  76 

Reserve  accounts  64,670  22  64,845  96 

Bills  and  accounts  payable   917,487  44  1,312,296  71 

Bonded   debt    None.  None. 

,238,655  41  $9,633,640  42 


■^r- 


1138  [Senate 

EXHIBITS  8  AND  9. 


Extract  from  Minute  Book  of  Bell  Telephone  Company  of  Buffalo. 

rorlion  introduced  in  evidence  and  read  into  record,  pages  156  to  164. 


EXHIBIT  10. 


Buffalo  Rates  of  New  York  Telephone  Company. 

Read  into  evidence^  pages  166  to  168. 


EXHIBIT  11. 


Agreement  Between  Bell  Telephone  Company  of  Buffalo  and  New  York 

Telephone  Company. 

Read  into  evidence,  pages  169  to  172. 


EXHIBIT  12. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  13. 


(Omitted  by  direction  of  the  CommisBion.) 


EXHIBIT  14. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  15. 


Communication  from  A  N.  Qitterman. 

Read  into  evidence,  page  231. 
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EXHIBIT  16. 


New  York  Telephone  Company  Rates  June  1,  1907,  Borough  of  Man* 

hattan  and  The  Bronx. 

TELEPHONE  RATES,  JUNE  1,  1907,  BOROUGHS  OF  MANHATTAN  AND 

THE  BRONX. 

New  Yobk  Telephone  Company. 

Contract  Offices, — 16  Dey  Street,  telephone  No.  12000  Cortlandt;  116  West 
38th  Street,  telephone  No.  12090  38th  Street;  127  West  125th  Street,  tele- 
phone No.  12090  Morningside;  366  East  150th  Street,  telephone  No.  12090 
Melrose. 

Manhattan  and  the  Bronx  Message  Rate  Districts. 

District  S.  (Central  Offices.)  Kingsbridge,  Williamsbridge,  Westchester, 
City  Island. 

District    2. 
Xremont. 

District  1.  (Central  Offices.)  Broad,  Cortlandt,  Barclay,  John,  Franklin, 
Orchard,  Chelsea,  Madison  Square,  Bryant,  Plaza,  Riverside,  Hanover,  Rector, 
Beekman,  Worth,  Spring,  Gramercy,  Stuyvesant,  Murray  Hill,  Columbus, 
Schuyler,  Lenox. 

A  local  messenger  rate  call  will  be  defined  as  follows: 

From  District  1.    Any  call  within  the  area  of  Districts  1  and  2. 

From  District  2.    Any  call  within  the  area  of  Districts  1,  2  and  3. 

From  District  3.    Any  call  within  the  area  of  Districts  2  and  3. 

The  rate  for  a  message  between  Districts  1  and  3  will  be  10  cents. 

Message  Rate  Scheduues. 
Direct  Line  —  Business  or  Residence  —  All  Districts, 


(Central    Offices.)     Morningside,    Harlem,    Audubon,    Melrose, 


No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$48 

$4.00 

5c. 

800 

67 

4.75 

6c. 

1000 

66 

5.50 

6c. 

1200 

75 

6.25 

6c. 

1600 

87 

7.25 

6c. 

laoo 

99 

8.25 

6c. 

2100 

111 

9.25 

6e. 

2400 

123 

10.25 

6c. 

2700 

135 

11.25 

6c. 

3000 

147 

12.25 

4c. 

3300 

156 

ia.oo 

4c. 

3600 

165 

13.75 

4c. 

3900 

174 

14.60 

4c. 

4200 

183 

16.26 

4c. 
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No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

T4)cal 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

4500 

$192 

$16.00 

4<'. 

4800 

201 

16.75 

4c. 

5100 

210 

17.50 

4c 

6400 

219 

18.25 

4c 

5700 

228 

19.00 

4c 

Tioo-Party  Line- 

—  Residence  —  All 

DUiricis 

Business  — 

Districts  2  and  ; 

No.  of  Local 

Additional 

Jdessages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$42 

$3.50 

5c 

800 

51 

4.25 

5c 

1000 

CO 

5.00 

5c. 

1200 

69 

5.75 

5c. 

1500 

78 

6.50 

5c. 

Private  Bbanch 

Exchange  Schedule. 

Annual 

Rate. 

Minimum  equipment,  consisting  of  switchboard,  with  power  trunk, 
operating  telephone,  two  lines  to  Central  Office,  two  telephone 
stations  on  the  premises,  and  right  to  send  3,600  local  messages  in 

one  year $204  00 

Additional  trunk  lines,  each 24  00 

Additional  stations  on  the  premises,  each 6  00 

Stations  off  the  premises  will  be  charged  for  at  $6.00  each   per 
annum,  plus  a  charge  for  mileage  based  on  the  actual  length  of 
circuit  required. 
Additional  local  messages  when  contracted  for  in  advance  in  lots 

of  400,  per  hundred *     3  00 

Excess  local  messages,  4  cents  each. 


Switchboards  will  be  furnished  either  in  oak  or  mahogany. 


Bronx  Flat  Rates. 

In  addition  to  the  message  rates  in  the  Borough  of  the  Bronx,  local  flat 
rate  service  will  be  quoted  in  a  district  comprising  the  Kingsbridge  and 
Williamsbridge  central  offices,  and  in  a  district  comprising  Westchester  and 
City  Island  central  offices,  as  follows: 

Direct  line.    2-Party  line. 

Business   ' $48  $36 

Residence 36  30 

In  connection  with  the  above  rates,  the  rate  for  a  message  from  a  station 
connected  with  an  exchange  in  either  district  to  a  station  connected  with  an 
exchange  in  the  other  district,  or  with  the  Melrose  or  Tremont  exchange,  or 
with  an  exchange  in  Manhattan,  north  of  110th  -street,  will  be  5  cents;  to  a 
station  connected  with  any  other  Manhattan  exchange,  10  cents. 
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AiTXiLiABT  Stations. 

A  station  auxiliary  to  -a  business  direct  line  message  rate  station,  on  the 
same  premises  with  the  main  station,  but  connected  by  a  separate  line  with 
a  central  office,  will  be  furnished  at  $30  a  year,  all  messages  sent  over  the 
line  to  be  accounted  for  as  if  sent  from  the  main  station. 

Extension  Stations. 

The  charge  for  extension  stations  will  be  $6  a  year  each  in  connection  with 
a  Manhattan  message  rate,  direct  or  2 -party  line,  business  or  residence,  or 
Bronx  flat  or  message  rate  direct  or  2-party  line,  business  or  residence,  at 
foregoing  rates,  or  a  commission  pay  station. 

Commuted  Rates  on  Toll  Messages. 

A  discount  will  be  allowed  on  the  regular  rate  for  toll  messages  sent  from 
any  station,  except  a  public  pay  station,  in  an  exchange  district  in  the  territory 
of  the  New  York  Telephone  Company,  to  all  stations  in  any  other  exchange 
district  in  the  territory  of  that  company,  or  of  The  New  York  and  New 
Jersey  Telephone  Company,  provided  a  specified  number  of  such  messages  are 
contracted  for  monthly  in  advance. 


EXHIBIT  17. 


(Omitted   by  direction  of  tlie  (  oTr.missi«»p  ) 


EXHIBIT  18. 


Pranchise  of  the  New  York  and  Eastern  Telephone  and  Telegraph  Com- 
pany of  Brooklyn  and  of  the  Kew  York  Electric  Lines  Company. 

SUBWAY  FRANCHISE,  BOROUGH  OF  BROOKLYN  — EX.  A.  GRANTED 

IN  1894. 

Resolved,  That  the  assent  of  the  corporation  of  the  city  of  Brooklyn,  State 
of  New  York,  be  and  the  same  is  hereby  given  to  the  New  York  and  Eastern 
Telegraph  and  Telephone  Company,  a  corporation  duly  organized  under  the 
laws  of  the  State  of  New  Jersey,  certificates  of  such  incorporation  being  duly 
filed  with  the  Secretary  of  the  State  of  New  York  on  March  27,  1894,  to  its 
successors,  lessees  and  assigns,  to  establish  and  maintain  a  system  or  systems 
of  telegraphing  and  telephoning^  and  other  methods  of  transmission  by  sound, 
AIR  OE  ELECTRICITY,  for  public  and  private  use  throughout  the  city  of  Brook- 
lyn, and  for  these  purposes  to  open  streets,  avenues,  roads,  lanes,  highways  and 
public  places  in  said  eity,  for  the  placing  of  conduits,  tubes,  irireSj  conductorSf 
cables,  insulators  and   all    necessary  appliances  for   the   business   and   object 
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of  providing  means  for  communication  between  buildings,  structures  and 
edifices,  public  or  private,  and  for  sucli  purpos^es  a»  shall  be  connected  with 
and  necessary,  to  the  successful  conduct  of  the  business  proposed  by  this  com- 
pany, provided  all  wires  shall  be  underground  except  as  otherwise  permitted 
by  the  Subway  Commission. 

Provided,  That  the  position  and  depth  of  said  wirc-f  in  the  several  streets, 
avenues,  roads,  lanes,  highways  and  public  places  of  the  city  shall  be  deter- 
mined and  established  by  the  Commissioner  of  the  City  Works,  and  when  once 
placed  the  position  of  these  wires  shall  not  be  changed  except  by  his  consent, 
first  had  and  obtained. 

Provided,  That  an  accurate  map  be  procured  at  the  expense  of  the  New 
York  and  Eastern  Telegraph  and  Telephone  Company,  showing  the  position 
of  all  conduits,  tubes  and  wires,  laid  by  said  company,  their  branches  and 
detours,  and  all  extensions  wherever  made  up  to  the  first  day  of  January 
of  each  year,  shall  be  filed  with  the  Commissioner  of  the  Department  of  City 
Works  on  or  before  the  fifteenth  day  of  January  of  each  year,  and  the  New- 
York  and  Eastern  Telegraph  and  Telephone  Company  shall,  at  ita  own  expense, 
restore,  keep  and  maintain  in  good  repair  for  the  period  of  one  year  after  the 
completion  of  such  work,  such  part  of  the  streets,  avenues,  lanes,  highways, 
roads  and  public  places  over  and  above  where  they  shall  have  been  opened  for 
the  construction  of  conduits  or  the  laying  of  wires  or  tubes  by  said  company, 
and  at  a  grade  to  conform  with  the  grade  of  the  street  or  to  such  a  grade  as 
the  Commissioner  of  the  Department  of  City  Works  may  establish. 

Provided,  That  the  Commissioner  of  the  Department  of  City  Works  shall 
appoint  such  inspectors  as  he  may  deem  neccBsary  for  the  supervision  of  the 
work  proposed  by  the  said  company  as  far  as  it  relates  to  the  opening  or 
repaving  of  the  streets,  placing  of  poles,  etc.,  and  that  the  cost  of  such  inspec- 
tion and  supervision  shall  be  paid  monthly  by  the  New  York  and  Eastern 
Telegraph  and  Telephone  Company  to  the  treasurer  of  the  city  of  Brooklyn,  the 
amount  to  be  determined  by  the  Commissioner  of  the  Department  of  City 
Works. 

Provided,  That  the  said  New  York  and  Eastern  Telegraph  and  Telephone 
Company,  its  successors  or  assigns,  shall,  beginning  with  Januar}*  1st,  1895, 
and  every  six  months  thereafter,  pay  to  the  treasurer  of  the  city  of  Brooklyn 
1  per  cent,  on  the  gross  receipt  of  revenues  derived  from  whatsoever  source 
for  six  months  preceding,  and  for  the  purpose  of  determining  such  receipts, 
all  the  books,  papers,  etc.,  of  the  New  York  and  Eastern  Telegraph  and  Tele- 
phone Company  shall  be  open  for  inspection  and  examination  by  the  city 
authorities. 

Provided,  That  the  said  New  York  and  Eastern  Telegraph  and  Telephone 
Company,  its  successors  and  assigns,  shall  permit  the  city  of  Brooklyn  to  place 
the  electrical  wires  of  tlie  fire  and  police  departments  in  its  conduits,  tubes 
or  other  underground  channels  without  the  charge  to  the  city  or  either  of  said 
departments. 

Provided,  That  the  New  York  and  Eastern  Telegraph  and  Telephone  Com- 
pany shall  furnish  to  the  city  of  Brooklyn  for  local  uses  telephonic  service 
at  a  price  not  exceeding  forty  dollars  per  annum  for  each  instrument  u«d, 
and  the  price  for  local  uses  to  the  general  public  shall  not  exceed  seventy-five 
dollars  per  annum  for  each  instrument  used. 

Provided,  That  some  portion  of  the  work  shall  be  completed  by  January  l§t, 
1805,  and  wires  and  instruments  shall  be  in  place  for  service. 
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Provided,  That  the  New  York  and  Eastern  Telegraph  and  Telephone  Com- 
pany shall  before  beginning  the  construction  of  its  lines  by  opening  any  street^ 
road,  lane,  avenue,  highway,  or  public  places  of  the  city  as  herein  authorized^ 
furnish  to  the  city  of  Brooklyn  a  bond  with  such  sureties  as  shall  be  approved 
by  the  mayor  of  the  city;  and  for  such  reasonable  amount  as  he  may  determine^ 
that  it  will  faithfully  carry  out  the  objects  proposed  in  these  resolutions  and 
hold  the  city  of  Brooklyn  harmless  from  any  cause  of  action  resulting  from 
negligence  in  its  construction  or  in  the  operations  of  its  lines. 


SUBWAY   FRANCHISE,  BOROUGHS  OF  MANHATTAN  AND  BRONX  — 

EX.  B.    GRANTED  IN  1883. 

Resolved,  That  permission  be  and  hereby  is  granted  to  the  New  York  Electrie 
Lines  Company,  to  lay  tcires  or  other  conductors  of  electricity  in  and  through 
the  streets,  avenues  and  highways  of  New  York  city  and  to  make  connections 
of  such  wires  or  conductors  underground  by  means  of  the  necessary  vaults,  test 
boxes  and  distributing  conduits^  and  thence  above  ground  with  points  of  electric 
illuminations  or  of  telegraphic  or  telephonic  signals  in  accordance  witli  the 
provisions  of  an  "  Ordinance  to  Regulate  the  Laying  of  Subterranean  Telegraph 
Wires  and  Electric  Conductors  in  the  Streets  of  the  City,"  passed  by  th^ 
common  council  and  approved  by  the  mayor  December  14,  187 8-,  provided^ 
however,  and  it  is  hereby  ordained,  and 

Resolved,  That  whenever  the  said  New  York  Electric  Lines  Company,  in 
the  progress  of  laying  its  lines  of  Electric  conductors,  shall  be  prevented  or 
obstructed  from  placing  its  wires  in  the  spaces  which  may  have  been  generally 
■elected  under  the  ordinance  passed  and  approved  as  aforesaid,  by  manholes 
or  sewer,  gas,  steam  or  water  mains  or  other  underground  or  pavement  impedi- 
ments, now  and  heretofore  existing,  then  and  in  such  cases  the  said  company 
may,  under  the  privileges  hereby  granted,  vary  the  space  selected  by  adopting, 
appropriating  and  using  equivalent  and  nearest  practicable  spaces  as  may  be 
found  necessary,  and  provided  further,  and  it  is  hereby  further 

Resolved  and  ordained,  That  the  connection  vaults  aforementioned  may 
be  extended  underground  no  more  than  four  feet  in  depth  or  two  feet  in  any 
lateral  direction  beyond  the  limited  spaces  contemplated  for  the  lines  of  wires 
in  the  ordinance  passed  and  approved  as  aforesaid  and  may  be  fitted  with 
covers  or  other  means  of  access  at  the  level  of  the  pavements  of  the  several 
streets  and  avenues. 

Resolved,  That  in  addition  to  the  requirements  and  provisions  to  be  observed 
contained  in  the  said  ordinance,  the  said  New  York  Electric  Lines  Company, 
as  a  further  compensation  for  the  opening  and  use  of  the  streets  of  the  city, 
shall  pay  into  the  city  treasury,  within  ten  days  after  taking  up  the  pavements, 
for  each  one  thousand  feet  in  length  of  trench,  to  be  excavated,  the  maximum 
gum  or  stuns  of  money  which  have  been,  or  which  may  hereafter  be  required 
of  grantees,  or  licenses  to  be  paid  under  any  general  or  special  ordinance  of 
the  common  council  heretofore  enacted,  authorizing  the  laying  of  electrio 
conductors  under  the  streets  of  the  city. 

Resolved,  That  the  permission  of  the  said  New  York  Electric  Lines  Company 
hereby  intended  by  the  common  council  is  conditioned  that  the  said  company 
•hall  not  transfer  or  dispose  of  the  franchise  hereby  granted  without  the 
further  authority  of  the  common  council,  and  that  it  will  make  no  discrimina- 
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tion  of  individuals  or  corporations  in  the  rental  and  use  of  its  lines  or  wires 
which  may  be  laid  down  hereunder. 

Kbsolved,  That  the  city  shall  have  the  option,  after  the  first  day  of  January, 
1885,  to  require  the  said  New  York  Electric  Lines  Company*  to  pay  into  the 
city  treasury  2  per  cent,  of  its  gross  receipts  derived  from  the  rental  of  ita 
wires  under  the  franchise  hereby  granted  in  lieu  of  the  donation  to  the  city  of 
the  two  wires  in  each  line  of  conductors,  as  provided  in  the  general  ordinance 
passed  and  approved  as  aforesaid,  and  said  option  may  be  declared  at  any 
time  after  the  said  first  day  of  January,  1885,  by  resolution  of  the  common 
council. 


EXHIBIT  19. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  20. 


Balance  Sheet  of  Kew  England  Telegraph  Company,  December  31,  1908. 

BALANCE  SHEET,  NEW  ENGLAND  TELEGRAPH  COMPANY, 

DECEMBER  31,  1908. 


Assets. 

Plant 

Balance  due  from  stations 

Balance  due  from  superintendents 

Balance  due  on  uniforms 

Supplies  on  hand 

Pennsylvania  Railroad 

Accounts  receivable 

Cash  in  hand 


$50,000  00 

181,505  68 

317  00 

16,637  01 

11,210  2» 

10,240  20 

97,268  17 

5,122  35 

$372,300  70 


Liabilities. 

Capital  stock 

Accounts  payable 

Profit  and  loss  surplus,  1908 

Profit  and  loss  surplus,  1907 


$50,000  00 

283,442  53 

21,743  50 

6,874  47 

$372,300  70 


No.  38.] 
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EXHIBIT  2L 


Telegraph  Blank  Used  by  Kew  England  Telegraph  Company. 

(Messenger  Blank  attached.) 

POSTAL  TELEGRAPH  COMMERCIAL  CABLES.      . 
Clabence  H.  Mackay,  President, 

TELEGRAM. 

The  Postal  Telegraph-Cable  Company  (incorporated)  transmits  and  delivert 
this  message  subject  to  the  terms  and  conditions  printed  on  the  back  of  this 
blank. 


COUNTER     NUMBEIL 


Send  the  follotoing  message,  without  repeating,  subject  to  the  terms  and 
eondiiions  printed  on  the  hack  hereof,  which  are  hereby  agreed  to. 


190.... 


To 


TERMS  AND  CONDITIONS. 

(Printed  on  back  of  above  blank.) 

The  Postal  Telegraph-Cable  Company   (incosporated)   transmits  and  de- 
livers the  within  message  subject  to  the  following  terms  and  conditions: 

To  £^ard  against  mistakes  or  delays,  the  sender  of  a  message  should  order  it 
REPEATED;  that  is,  telegraphed  back  to  the  originating  office  for  comparison. 
For  this,  one-half  the  regular  rate  is  charged  in  addition.   It  is  agreed  between 
the  sender  of  the  message  written  on  the  face  hereof  and  the  Postal  Telegraph- 
Cable  Company,  that  said  Company  shall  not  be  liable  for  mistakes  or  delaya 
in   the  transmission  or  delivery,  or  for  non-delivery,  of  any  unrkpeated  mes- 
sa^,   beyond  the  amount  received  for  sending  the  same;  nor  for  mistakes  or 
delays  in  the  transmission  or  delivery,  or  for  non-delivery,  of  any  repeated 
message  beyond  fifty  times  the  sum  received  for  sending  the  same,  unless 
specially  insured,  nor  in  any  case  for  delays  arising  from  unavoidable  inter- 
ruption in  the  working  of  its  lines,  or  for  errors  in  cipher  or  obscure  messages* 
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And  this  Company  is  hereby  made  the  agent  of  the  sender,  without  liabilitj, 
to  forward  any  message  over  the  lines  of  any  other  CSompany  when  neeesaaiy 
to  reach  its  destination. 

Correctness  in  the  transmission  of  messages  to  any  point  on  the  lines  of  the 
Company  can  be  insubed  by  contract  in  writing,  stating  agreed  amount  of 
riski  and  pa^^ment  of  premium  thereon,  at  the  following  rates,  in  addition  to 
the  usual  charge  for  repeated  messages,  viz.:  one  per  cent,  for  any  distanos 
not  exceeding  1,000  miles,  and  two  per  cent,  for  any  greater  distance. 

No  responsibility  regarding  messages  attaches  to  this  Company  until  ths 
same  are  presented  and  accepted  at  one  of  its  transmitting  offices;  and  if  a 
message  is  sent  to  such  office  by  one  of  this  Company's  messengers,  he  aeti 
for  that  purpose  as  the  agent  of  the  sender. 

Messages  will  be  delivered  free  within  the  established  free  delivery  limits  of 
the  terminal  office.  For  delivery  at  a  greater  distance  a  special  charge  wiO 
be  made  to  cover  the  cost  of  such  delivery. 

This  Company  will  not  be  liable  for  damages  or  statutory  penalties  in  UBf 
ease  where  the  claim  is  not  presented  in  writing  within  sixty  days  after  the 
message  is  filed  with  the  Company  for  transmission. 

The  above  terms  and  conditions  shall  be  binding  upon  the  receiver  as  wdl 
as  the  sender  of  this  message. 

No  employee  of  this  Company  is  authorized  to  vary  the  foregoing. 

Clarence  H.  Mackat,  Pretident. 
Edward  J.  Naixt,  Vice-Preat,  and  Chneral  Mana^^r, 
Charles  C.  Adams,  Second  Vice-PreBt. 
Charles  P.  Bubch,  Third  Vice-Prest. 


UNITED  DISTRICT  MESSENGER  COMPANY. 


300123 

TIME   OUT. 

TIME   RFTUSNCa 

MESSENGER. 

TIME    OCCUPIED. 

• 

EXPENSES 

CHARGES. 

CASH. 

Scn^ice  to 

Received  hy    

Ansicer  received  hy 


k."»     * 


Notice  and  Agreement. 

It  is  understood  and  agreed  between  the  sender  and  this  Company  that  ths 
latter  will  not  be  responsible  for  loss  or  damage  beyond  the  amount  of  twenty- 
five  dollars,  unless  otherwise  insured  at  the  Company's  office. 
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EXHIBIT  22. 


Contract  Between  New  England  Telegraph  Company  and  Postal  Tele- 
graph Cable  Company,  of  Connecticut,  Regarding  Interchange  of 
Business. 

THIS  AGREEMENT,  made  and  entered  into  this  thirty-first  day  of  Decem- 
ber, 1908,  by  and  between  the  NEW  ENGLAND  TELEGRAPH  COMPANY,  a 
corporation  duly  organized  and  existing  under  the  laws  of  the  State  of  New 
York,  party  of  the  first  part,  and  the  POSTAL  TELEGRAPH-CABLE  COM- 
PANY, a  corporation  duly  organized  and  existing  under  the  laws  of  the  State 
of  Connecticut;  party  of  the  second  part,  hereinafter  for  convenience  referred  to 
as  the  New  England  Company  and  the  Connecticut  Company,  respectively, 

WITNESSETH: 

Whereas,  The  New  England  Company  owns  and  operates  telegraph  lines 
within  the  State  of  New  York,  and  is  desirous  to  arrange  for  the  transmission 
of  commercial  telegrams  between  points  on  its  lines  and  connections  and 
points  reached  by  the  lines  of  the  Connecticut  Company  and  its  connections; 
and 

W^HEBKAS,  The  Connecticut  Company,  by  reason  of  its  own  facilities  and  of 
its  contract  relations  with  various  other  telegraph  companies  throughout  the 
United  States,  is  able  to  provide  facilities  for  the  transmission  of  said  tele- 
grams, and  on  its  part  desires  to  arrange  with  the  New  England  Company  for 
the  handling  and  delivery  of  telegrams  from  various  parts  of  the  United  States 
directed  to  points  on  the  lines  of  the  New  England  Company  and  its  connec- 
tions; that  is,  telegraph  companies  with  which  the  New  England  Company 
now  or  hereafter  has  agreements  for  the  interchange  of  commercial  telegraph 
business. 

Now,  Thebefobe,  In  consideration  of  the  covenants  and  agreements  here- 
inafter specified  to  be  performed  and  observed  by  each  of  them  and  for  other 
valuable  considerations  moving  from  each  of  the  parties  hereto  to  the  other, 
receipt  whereof  is  hereby  acknowledged  by  each  of  them,  the  parties  hereto 
iigree   with  each  other   as  follows: 

first.  { 1 )  Each  of  the  parties  hereto  agrees  that  it  will  turn  over  to  tbe 
other  at  Jamestown,  Olean,  Elmira,  Narrowsburg,  Albany  or  New  York,  New 
Yorky  or  at  such  other  connecting  points  as  shall  best  secure  prompt  trans- 
mission to  destination,  all  commercial  telegraph  business  which  it  may  be 
able  to  obtain  or  control  directed  to  points  on  the  lines  or  connections  of  the 
other  party,  including  all  cablegrams  and  all  commercial  telegraph  business 
vrhich  shall  come  to  it  from  any  other  connecting  line. 

(2)     Additional  points  of  connection  may  be  established  by  mutual  con- 
sent from  time  to  time  as  the  business  of  the  parties  hereto  may  require. 
Second.     Messages  may  be  interchanged  upon  the  following  basis,  to- wit: 
(  1 )     The  New  England  Company  agrees  to  accept  at  all  of  its  offices  com- 
mercial  telegraph   messages  directed   to  points   reached  by  the  lines  of  the 
Connecticut  (  ompnny  and  its  connections  and  to  forward  such  messages  to  the 
Connecticut  Company  or  one  of  its  connections  at  Jamestown,  Olean,  Elmira, 
Narrowsburg,   Albany  or  New  York,  or  at  such  other  connecting  points  as 
«bsLll   best  secure  their  prompt   transmission  to  destination,  and  to   receive 
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from  the  Connecticut  Company  or  one  of  its  connections  at  Jamestown, 
Olean,  EIniira,  Xarrowsburg,  Albany  or  New  York,  or  at  said  other  points 
of  connection,  messages  directed  to  points  reached  by  the  lines  of  the  said 
New  England  Company  and  its  said  connections  and  to  transmit  such  mes- 
sages to  tlieir  destination  and  deliver  the  same. 

(2)  The  Connecticut  Company  agrees  to  accept  at  all  of  its  offices  mes- 
sages directed  to  points  reached  by  the  lines  of  the  New  England  Company 
and  its  said  connections  and  to  forward  such  messages  by  means  of  its  own 
or  connecting  lines  to  the  New  England  Company  at  Jamestown,  Olean, 
Elmira,  Narrowsburg,  Albany  or  New  York,  or  to  such  other  connecting  points 
as  shall  best  secure  their  prompt  transmission  to  destination,  and  to  receive 
from  the  New  England  Company  at  Jamestown,  Olean,  Elmira,  Narrows- 
burg,  Albany  or  New  York,  or  at  said  other  points  of  connection,  messages 
directed  to  points  reached  by  the  lines  of  the  Connecticut  Company  and  its 
connections,  and  to  transmit  such  messages  to  their  destination  by  means 
of  its  own  or  connecting  lines  and  deliver  the  same. 

(3)  The  offices  at  Jamestown,  Olean,  Elmira,  Narrowsburg,  Albany  and 
New  York,  shall  be  considered  as  offices  of  the  New  England  Company,  and 
all  commercial  telegraph  business  between  Jamestown,  Olean,  Elmira,  Nar- 
rowsburg, Albany  and  New  York,  respectively,  and  offices  of  the  Connecticut 
Company  and  its  connections  shall  be  confiidered  as  business  interchanged 
under  this  agreement  and  the  tolls  thereon  shall  be  divided  between  the 
parties  hereto  as  hereinafter  provided  in  section  7  of  this  paragraph. 

(4)  All  commercial  telegraph  business  handled  at  offices  on  the  lines 
of  the  New  England  Company  and  interchanged  under  this  agreement  shall 
be  accounted  for  in  accordance  with  the  rules,  regulations  and  instructions 
as  published  from  time  to  time  in  the  tariff  books,  circulars  and  notices  of  the 
Connecticut  Company. 

(5)  All  tolls  on  interchanged  business  collected  at  offiees  of  the  Connecticut 
Company  and  its  connecting  lines  shall  belong  to  the  Connecticut  Company 
Or  to  its  said  connecting  linef*,  and  the  New  England  Company  shall  not  be 
entitled  to  any  part  of  the  tolls  collected  by  the  Connecticut  Company  or  by 
its  said  connecting  lines  on  me^^sages  directed  to  or  originating  at  offices  of  the 
New  England  Company. 

(6)  All  tolls  and  revenue  on  messages  handled  exclusively  by  aiid  between 
the  offices  of  the  New  England  Company  and  along  its  lines  of  telegraph  shall 
belong  to  the  New  England  Company. 

(7)  The  New  England  Company,  shall,  on  the  tolls  on  telegraph  business 
interchanged  hereunder  collected  at  offices  of  the  New  England  Company  or 
its  said  connections,  account  to  the  Connecticut  Company  for  the  amounts 
which  the  Connecticut  Company  or  its  connections  may  pay  or  account  for  to 
other  connecting  lines,  including  ocean  cable  lines,  and  for  thirty-four  per 
cent.  (34%)  of  the  balance,  retaining  sixty-six  per  cent.  (66%)  of  such 
balance.  From  said  thirty-four  per  cent.  (34%)  going  to  and  belonging  to 
the  Connecticut  Company  or  its  connections  there  shall  first  be  deducted 
any  sums  of  money  which  the  New  England  Company  shall  ha^e  paid  out 
for  conRtruotion  and  reconstruction  other  than  usual  repairs. 

(8)  The  New  England  Company  and  its  direct  connections  shall  have  a  pro- 
portion of  the  rentals  derived  from  leased  wires  to  and  through  the  territory 
covered  by  the  New  England  Company's  lines  and  its  said  direct  connections^ 
said  proportion  to  be  based  on  the  ratio  between  the  mileage  of  savt  leased 
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wirea  belonging  to  the  New  England  Company  and  its  direct  connections 
and  the  mileage  of  said  leased  wires  belonging  to  other  companies  outside 
of  the  territory  covered  by  the  New  England  Company  and  its  direct  con- 
nections. 

(9)  Each  of  the  parties  hereto  shall  transmit,  deliver,  transact  and  con- 
duct all  business  herein  provided  for  in  the  most  careful,  efficient  and  expe- 
ditious manner,  and  neither  party  shall  in  any  way  discriminate  against  the 
other  in  the  transmission  of  such  telegraph  business. 

Third.  (1)  Each  party  hereto  hereby  agrees  to  advertise  the  offices 
of  the  other  party  and  its  connections  as  points  reached  by  means  of  its  lines. 
The  Connecticut  Company  agrees  to  furnish  office  signs,  message  blanks  and 
other  stationery  necessary  for  the  proper  conduct  of  the  commercial  telegraph 
business  at  all  of  the  offices  of  the  New  England  Company  and  its  direct 
connections,  and  tne  New  Englaand  Company  hereby  agrees  to  pay  the 
Connecticut  Company  the  reasonable  cost  thereof,  and  further  agrees  that 
such  signs,  blanks  and  stationery  shall  be  used  at  all  of  said  offices,  the  pur- 
pose being  to  identify  the  interchanged  commercial  telegraph  business  done 
at  said  offices  with  the  Connecticut  Company's  system. 

(2)  The  New  England  Company  agrees  to  furnish  in  its  main  offices  at 
Jamestown,  Olean,  Elmira,  Narrowsburg,  Albany  and  New  York,  and  at 
additional  points  of  connection  established  by  mutual  consent  from  time  to  time 
as  hereinabove  provided,  the  operators  necessary  at  said  offices  for  the  proper 
transmission  and  receipt  upon  the  wires  of  the  Connecticut  Company  or  its 
connections  of  the  interchanged  commercial  telegraph  messages  herein  provided 
for. 

(3)  The  New  England  Company  further  agrees  to  furnish  at  its  main 
offices  in  Jamestown,  Olean,  Elmira,  Narrowsburg,  Albany  and  New  York, 
the  instruments,  local  batteries  and  main  batteries  necessary  at  said  offices 
to  operate  the  telegraph  wires  of  the  Connecticut  Company  and  its  con- 
nections, terminating  at  said  cities. 

(4)  It  is  mutually  agreed  that  the  wires  of  the  New  England  Company  may 
be  connected  to  such  wires  of  the  Connecticut  Company  or  its  connections  as 
the  latter  company  may  designate,  so  as  to  form  a  direct  circuit  or  circuits 
between  offices  on  the  lines  of  the  New  England  Company  or  its  said  con- 
nections and  offices  on  the  lines  of  the  Connecticut  Company  and  its  connec- 
tions, or  between  any  other  point,  at  such  times  and  places,  and  in  such 
maimer  as  may  be  mutually  agreed  upon,  it  being  understood  and  agreed  that 
all  business  handled  on  said  direct  circuits  between  offices  on  the  lines  of 
the  New  England  Company  or  its  said  connections  and  offices  on  the  lines 
of  the  Connecticut  Company  and  its  connections  shall  be  considered  as  having 
been  interchanged  under  this  agreement. 

Fourth.  The  New  England  Company,  for  itself  and  its  said  connections, 
agrees  to  keep  in  its  employ  at  each  of  its  telegraph  offices  a  sufficient  number 
of  competent  operators  and  messengers  to  properly  handle,  transmit,  trans- 
act and  conduct  the  interchanged  business  herein  provided  for  in  the  most 
careful,  efficient  and  expeditious  manner. 

Fifth.  The  New  England  Company  hereby  assumes  all  liability  for  damages 
resulting  from  mistakes  or  delays  or  for  non-delivery  or  other  defaults  in 
the  transmission  of  commercial  telegraph  business  under  this  agreement  that 
may  occur  at  its  own  offices  or  upon  its  own  lines  or  lines  and  offices  of  its 
said  connections  or  that  may  be  occasioned  by  the  fault  of  its  own  employes 


1150  [Senate 

or  employes  of  its  said  connections,  and  the  Connecticut  Company  hereby 
assumes  all  other  liability  for  damages  resulting  from  mistakes  or  delays  or 
for  non-delivery  or  other  defaults  in  the  transmission  of  commercial  telegraph 
business  specified  in  this  agreement;  provided,  however,  that  neither  party 
hereto  shall  be  liable  to  the  other  for  loss  or  damages  resulting  from  inter- 
ruptions to  lines  which  could  not  with  reasonable  care  and  promptness  have 
been  avoided  or  repaired. 

Sixth.  The  terms  of  this  agreement  shall  apply  to  the  telegraph  lines 
herein  mentioned  now  operated  by  the  New  England  Company,  and  to  any 
future  additions  to  or  extensions  of  the  sam^,  and  shall  also  apply  to  con- 
necting lines  with  which  the  New  England  Company  may  hereafter  make 
agreements  for  the  interchange  of  commercial  telegraph  business. 

Seventh.  The  New  England  Company,  for  itself  and  its  said  connections, 
agrees  to  furnish  and  maintain,  at  its  own  cost  and  expense,  such  wires  as 
the  Connecticut  Company  or  its  connections  m&y  require  for  the  transmission 
of  through  business,  that  is,  telegraph  business  originating  at  points  beyond 
the  lines  of  the  New  England  Company  and  directed  to  other  points  beyond 
the  lines  of  the  New  England  Company,  and  to  maintain  said  through  wires 
in  direct  electrical  connection  with  (and  furnish  sufficient  battery  power  in 
its  territory  for)  such  through  wires  belonging  to  said  Connecticut  Company 
and  its  connections  as  the  Connecticut  Company  may  require. 

Eighth,  The  New  England  Company,  for  itself  and  its  said  connections, 
hereby  agrees  to  maintain  its  telegraph  lines  herein  mentioned  in  good  working 
order  and  repair  at  its  own  cost  and  expense,  and  to  repair  with  the  utmost 
diligence  any  interruptions  to  said  lines;  and  the  Connecticut  Company  on 
its  part  agrees  that  its  lines  and  connections  shall  be  so  maintained  and 
repaired. 

Ninth.  The  Connecticut  Company,  for  itself  and  its  connections  agrees 
that  during  the  continuance  of  this  agreement  it  will  not  open  and  maintain 
an  office  for  the  handling  of  commercial  telegraph  business  at  any  of  the 
points  on  the  telegraph  lines  of  the  New  England  Company  or  it^  said  con- 
nections operated  under  this  agreement;  provided,  however,  that  if  the  New 
England  Company  or  its  said  connections  shall  not  desire  to  establish  an 
office  at  any  point  on  the  New  England  Company's  lines  or  in  the  territory 
covered  by  its  said  connections  for  the  handling  of  commercial  telegraph 
business  and  to  maintain  the  same  under  the  terms  of  this  agreement,  when 
requested  so  to  do  by  the  Connecticut  Company,  the  Connecticut  Company 
may,  if  it  so  elects,  o])en,  maintain  and  operate  an  office  at  said  point  at  its 
own  cost  and  expense,  and  neither  the  New  England  Company  nor  its  said 
connections  shall  be  entitled  to  any  part  of  the  tolls  collected  at  said  office. 
Tenth.  It  is  mutually  agreed  that  the  wires  of  the  New  England  Company 
and  its  said  connections  may  be  connected  at  such  points  as  may  be  mutually 
agreed  upon  to  such  wires  of  the  Connecticut  Company  or  its  connections  as 
the  Connecticut  Company  may  designate  so  as  to  form  a  direct  circuit  or 
circuits  between  offices  on  the  lines  of  the  New  England  Company  or  its  said 
connections  and  offices  on  the  lines  of  the  said  Connecticut  Company  or  its 
connections  or  between  any  other  points,  at  such  times  and  in  such  manner 
as  may  be  mutually  agreed  upon,  it  being  understood  and  agreed  that  all 
interchanged  commercial  business  handled  on  said  direct  circuits  shall  be 
considered  as  having  been  interchanged  at  the  points  where  said  wires  ar& 
physically  connected. 
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Eleventh.  The  Connecticut  Company,  being  the  owner  of  the  good  will  of 
tt»  telegraph  business  known  as  the  Postal  Telegraph  System,  and  having  the 
ezdusive  right  to  use  that  name  in  the  transaction  of  the  tel^praph  business, 
hereby  covenants  and  agrees  that  the  New  England  Company  and  telegraph 
companies  with  which  the  said  New  England  Company  now  or  hereafter 
has  agreements  for  the  interchange  of  commercial  telegraph  business,  shall 
have,  and  are  hereby  given,  the  right,  and  are  hereby  authorized  and  empowered 
to  use  in  the  transaction  of  their  telegraph  business,  the  name  Postal  Tele- 
graph-Cable Company,  or  Postal  Telegraph  System,  or  Postal  Telegraph 
Company,  or  such  similar  name  as  they  may  deem  best,  on  their  stationery 
and  blanks,  receipts,  papers,  reports,  and  in  any  other  way  and  manner  which 
they  deem  best. 

Twelfth.  This  agreement  shall  be  binding  on  the  parties  hereto  and  upon 
their  respective  successors  and  assigns,  and  may  be  assigned  by  the  Connecti- 
cut Company  to  any  of  its  allied  or  successor  companies. 

Thirteenth,    If  at  any  time  or  times  hereafter  it  shall  be  considered  by 
either  the  Connecticut  Company  or  the  New  England  Company  that  the  pro- 
visions hereof  or  any  of  them  work  unjustly  and  impose  burdens  or  hardships 
contrary  to  equity  and  the  said  parties  cannot  agree  upon  a  modification  of 
such  provisions,  the  subject  or  subjects  of  difference  shall  be  submitted  to 
three  competent  and  disinterested  arbitrators,  one  to  be  appointed  by  each 
of  the  parties  hereto,  and  the  two  so  appointed  to  select  a  third,  and  the 
decision  of  the  three  or  a  majority  of  them  in  writing  shall  be  final  and  binding 
upon  both  of  said  parties  and  shall  thereafter  stand  as  a  supplement  of  this 
agreement  without  further  act  of  the  parties  hereto  until  modified  or  amended 
by  mutual  agreement  or  by  some  future  decision  of  arbitrators  as  herein 
provided,  but  it  is  expressly  understood  and  agreed  that  the  powers  of  such 
arbitrators  shall  not  extend  to  the  making  of  either  wholly  or  substantially 
a  new  contract,  but  simply  to  the  relief  of  the  Connecticut  Company  or  the 
New  England  Company  from  any  provision  complained  of,  which  experience 
under  this  agreement  shall  have  proved  to  be  inequitable  and  the  operation 
of  which  cannot  be  presumed  to  have  been  foreseen  by  the  parties  hereto, 
neither  shall  the  said  arbitrators  have  power  to  limit  or  extend  the  term  of 
this  contract. 

Fourteenth.  This  agreement  shall  be  and  continue  in  force  for  the  full 
term  of  five  (5)  years  from  the  Ist  day  of  January,  1009,  and  thereafter 
Until  sixty  (60)  days'  written  notice  of  intention  to  terminate  the  same  has 
been  given  by  either  party  to  the  other. 

In  witness  whebbof,  The  parties  hereto  have  caused  these  presents  to  be 
signed  and  their  corporate  seals  to  be  hereunto  afSxed  and  attested  by  their 
proper  officers,  duly  authorized  so  to  do,  the  day  and  year  first  above  written. 

NEW  ENGLAND  TELEGRAPH  COMPANY, 

By  E.  J.  Nallt, 
[Seal]  President. 

Attest:     Wm  B.  Dunn, 

Secretary. 

POSTAL  TELEGRAPH-CABLE  COMPANY, 

By  C.  C.  Adams, 
[Seal]  Vice-President. 

Attest:     Henbt  F.  Hawkins, 

Assista/nt  Secretary. 
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EXHIBIT  23. 


Contract  Between  Postal  Telegraph  and  Cable  Company  No.  2  (of  Peun* 
sylvania)  and  New  England  Telegraph  Company  (same  subject). 

THIS  AGREEMENT,  made  and  entered  into  this  tliirty-first  day  of  Decem- 
ber, 1907,  by  and  between  the  POSTAL  TELEGRAPH  AND  CABLE  COM- 
PANY No.  2,  a  corporation  duly  organized  and  existing  under  the  laws  of  the 
Commonwealth  of  Pennsylvania,  party  of  the  first  part,  and  the  NEW  ENG- 
LAND TELEGRAPH  COMPANY,  a  corporation  duly  organized  and  existing 
under  the  laws  of  the  State  of  New  York,  party  of  the  second  part,  hereinaftez 
for  convenience  referred  to  as  the  Pennsylvania  Company  and  the  New  England 
Company,  respectively, 

WITNESSETH: 

WHR8F1A.S,  The  Pennsylvania  Company  owns,  maintains  and  operates  a  line 
of  telegraph  within  the  Commonwealth  of  Pennsylvania  described  generally  as 
follows:  Beginning  at  a  point  on  the  State  Line  in  McKean  County  at  or  near 
Foster  Brook;  thence  to  Bradford;  thence  to  Warren;  thence  to  Tidioute; 
thence  to  Titusville;  thence  to  Oil  City;  thence  to  Franklin;  thence  to  Butler; 
thence  to  Pittsburg  in  Allegheny  County,  and  is  desirous  to  arrange  for  the 
transmission  of  commercial  telegrams  between  points  on  its  lines  and  points 
reached  by  the  lines  of  the  New  England  Company  and  its  connections;  and 

WnEBEAS,  The  New  England  Company,  by  reason  of  its  own  facilities  and 
of  its  contract  relations  with  various  other  telegraph  companies,  is  able 
to  provide  facilities  for  the  transmission  of  said  telegrams,  and  on  its  part 
desires  to  arrange  with  the  Pennsylvania  Company  for  the  handling  and 
delivery  of  telegrams  from  various  parts  of  the  United  States  directed  to 
points  on  the  lines  of  the  Pennsylvania  Company, 

Now,  THEREFORE,  in  consideration  of  the  covenants  and  agreements  herein- 
after specified  to  be  performed  and  observed  by  each  of  theip,  and  for  other 
valuable  considerations  moving  from  each  of  the  parties  hereto  to  the  other, 
receipt  whereof  is  hereby  acknowledged  by  each  of  them,  the  parties  hereto 
agree  with  each  other  as  follows: 

First.  (1)  Each  of  the  parties  hereto  agrees  that  it  will  turn  over  to 
the  other  directly  or  through  a  connecting  line  at  Olean,  New  York,  or  at 
such  other  connecting  points  as  shall  best  secure  prompt  transmission  to 
destination,  all  commercial  telegraph  business  which  it  may  be  able  to  obtain 
or  control  directed  to  points  on  the  lines  or  connections  of  the  other  party, 
including  all  cablegrams  and  all  commercial  telegraph  business  which  shall 
come  to  it  from  any  other  connecting  line. 

( 2 )  Additional  points  of  connections  may  be  established  by  mutual  consent 
from  time  to  time  as  the  business  of  the  parties  hereto  may  require. 

Second,    Messages  may  be  interchanged  upon  the  following  basis,  to-wit: 

(1)  The  Pennsylvania  Company  agrees  to  accept  at  all  of  its  offices  com- 
mercial telegraph  messages  directed  to  points  reached  by  the  lines  of  the  New 
England  Company  and  its  connections  and  to  forward  such  messages  to  the 
New  England  Company  or  one  of  its  connections  at  Olean,  or  at  such  other 
connecting  points  as  shall  best  secure  their  prompt  transmission  to  destination, 
and  to  receive  from  the  New  England  Company  or  one  of  its  connections  at 
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Oleau  or  at  said  other  points  of  connection,  messages  directed  to  points  reached 
by  the  lines  of  the  said  Pennsylvania  Company  and  to  transmit  such  messages 
to  their  destination  and  deliver  .the  same. 

(2)  The  New  England  Company  agrees  to  accept  at  all  of  its  offices  and 
from  its  connecting  lines  messages  directed  to  points  reached  by  the  lines  of 
the  Pennsylvania  Company  and  to  forward  such  messages  by  means  of  its  own 
or  connecting  lines  to  the  Pennsylvania  Company  at  Olean;  or  to  such  other 
connecting  points  as  shall  best  secure  their  prompt  transmission  to  destina- 
tion, and  to  receive  from  the  Pennsylvania  Company  at  Olean,  or  at  said 
other  points  of  connection,  messages  directed  to  points  reached  by  the  lines 
of  the  New  England  Company  and  its  connections,  and  to  transmit  suca 
messages  to  their  destination  by  means  of  its  own  or  connecting  lines  and 
deliver  the  same. 

(3)  The  ofRce  at  Olean  shall  be  considered  as  an  office  of  the  Pennsylvania 
Company,  and  all  commercial  telegraph  business  between  Olean  and  offices  o^ 
the  New  England  Company  and  its  connections  shall  be  considered  as  business 
interchanged  under  this  agreement  and  the  tolls  thereon  shall  be  divided 
between  the  parties  hereto  as  hereinafter  provided  in  section  7  of  this  para- 
graph. 

(4)  All  commercial  telegraph  business  handled  at  offices  on  the  lines 
of  the  Pennsylvania  Company  and  interchanged  under  this  agreement  shall 
be  accounted  for  in  accordance  with  the  rules,  regulations  and  instructions  as 
published  from  time  to  time  in  the  books,  circulars  and  notices  governing  the 
transaction  of  the  business,  as  agreed  upon  from  time  to  time. 

(5)  All  tolls  on  interchanged  business  collected  at  offices  of  the  New 
England  Company  and  its  connecting  lines  shall  belong  to  the  New  England 
Company  or  to  its  said  connecting  lines,  and  the  Pennsylvania  Company  shall 
not  be  entitled  to  any  part  of  the  tolls  collected  by  the  New  England  Company 
or  by  its  said  connecting  lines  on  messages  directed  to  or  originating  at  offices 
of  the  Pennsylvania  Company. 

(6)  All  tolls  and  revenue  on  messages  handled  exclusively  by  and  between 
the  offices  of  the  Pennsylvania  Company  and  along  its  lines  of  telegraph  shall 
belong  to  the  Pennsylvania  Company. 

(7)  The  Pennsylvania  Company  shall,  on  the  tolls  on  interchanged  tele- 
graph business  collected  at  the  offices  of  the  Pennsylvania  Company,  account 
to  the  New  England  Company,  for  the  amounts  which  the  New  England  Com- 
pany or  its  connections  may  pay  or  account  for  to  other  connecting  lines, 
including  ocean  cable  lines,  and  for  twelve  and  one-half  per  cent.  (12^.%)  of 
the  balance,  retaining  eighty-seven  and  one-half  per  cent.  (87%%)  of  such 
balance.  From  said  twelve  and  one-half  per  cent.  (12%%)  going  and  belong- 
ing to  the  New  England  Company  or  its  connections  there  shall  first  be 
deducted  any  sums  of  money  which  the  Pennsylvania  Company  shall  have 
paid   out  for  construction  and  reconstruction  other  than  usual  repairs. 

(B)      The  Pennsylvania  Company  shall  have  a   proportion  of  the  rentals 
derived  from  leased  wires  to  and  through  the  territory  covered  by  its  lines, 
said   proportion  to  be  based  on  the  ratio  between  the  mileage  of  said  leased 
wires  belonging  to  the  Pennsylvania  Company  and  the  mileage  of  said  leased 
wires  belonging  to  other  connecting  companies  in  the  Commonwealth  of  Penn- 
sylvania and  those  outside  of  said  Commonwealth. 

'    (&)      Each  of  the  parties  hereto  shall  transmit,  deliver,  transact  and  con- 
duct,  all  business  herein  provided  for  in  the  most  careful,  efficient  and  expe- 
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ditious  manner,  and  neither  party  shall  in  any  way  discriminate  against  the 
other  in  the  transmission  of  such  telegraph  business. 

Third,  (1)  Each  party  hereto  hereby  agrees  to  advertise  the  offices  of 
the  other  party  and  its  connections  as  points  reached  by  means  of  its  lines. 
The  New  England  Company  agrees  to  furnish  office  signs,  message  blanks 
and  other  stationery  necessary  for  the  proper  conduct  of  the  commercial 
telegraph  business  at  all  of  said  offices  and  the  Pennsylvania  Company  hereby 
agrees  to  pay  the  New  England  Company  the  reasonable  cost  thereof,  and 
further  agrees  that  such  signs,  blanks  and  stationery  shall  be  used  at  all 
of  its  offices,  the  purpose  being  to  identify  the  interchanged  commercial  tele- 
graph business  done  at  said  offices  with  the  New  England  Company's  system. 

(2)  The  Pennsylvania  Company  agrees  to  furnish  in  its  main  office  at 
Olean  and  at  additional  points  of  connection  established  by  mutual  consent 
from  time  to  time  as  hereinabove  provided,  the  operators  necessary  at  said 
offices  for  the  proper  transmission  and  receipt  upon  the  wires  of  the  New 
England  Company  or  its  connections  of  the  interchanged  commercial  tel^raph. 
messages  herein  provided  for. 

(3)  The  Pennsylvania  Company  further  agrees  to  furnish  at  its  main 
office  in  Olean  the  instruments,  local  batteries  and  main  .batteries  necessary 
at  said  office  to  operate  the  telegraph  wires  of  the  New  England  Company  and 
its  connections,  terminating  at  said  city. 

(4)  It  is  mutually  agreed  that  the  wires  of  the  Pennsylvania  Company 
may  be  connected  to  such  wires  of  the  New  j^ngland  Company  or  its  connec- 
tions as  the  latter  company  may  designate,  so  as  to  form  a  direct  circuit  or 
circuits  between  offices  on  the  lines  of  the  Pennsylvania  Company  and  offices 
on  the  lines  of  the  New  England  Company  and  its  connections,  or  between 
any  other  points,  at  such  times  and  places  and  in  such  manner  as  may  be 
mutually  agreed  upon,  it  being  understood  and  agreed  that  all  business 
handled  on  direct  circuits  between  offices  on  the  lines  of  the  Pennsylvania 
Company  and  offices  on  the  lines  of  the  New  Kngland  Company  and  its  con< 
nections  shall  be  considered  as  having  been  interchanged  under  this  agreement. 
.  Fourth.  The  Pennsylvania  Company  agrees  to  keep  in  its  employ  at  each 
of  its  telegraph  offices  a  sufficient  number  of  competent  operators  and  mes- 
sengers to  properly  handle,  transmit,  transact  and  conduct  the  interchanged 
business  herein  provided  for  in  the  most  careful,  efficient  and  expeditious 
manner. 

Fifth.  The  Pennsylvania  Company  hereby  assumes  all  liability  for  dam- 
ages resulting  from  mistakes  or  delays  or  for  non-delivery  or  other  defaults 
in  the  transmission  of  commercial  telegraph  business  under  this  agreement 
that  may  occur  at  its  own  offices  or  upon  its  own  lines  or  that  may  be  oc- 
casioned by  the  fault  of  its  own  employes,  and  the  New  England  Company 
hereby  assumes  all  other  liability  for  damages  resulting  from  mistakes  or 
delays  or  for  non-delivery  or  other  defaults  in  the  transmission  of  commercial 
telegraph  business  specified  in  this  agreement;  provided,  however,  that  neither 
party  hereto  shall  be  liable  to  the  other  for  loss  or  damages  resulting  from 
interruptions  to  lines  which  could  not  with  reasonable  care  and  promptness 
have  been  avoided  or  repaired. 

Sixth,  The  terms  of  this  agreement  shall  apply  to  the  telegraph  lines 
herein  mentioned  now  operated  by  the  Pennsylvania  Company,  and  shall 
also  apply  to  any  future  additions  to  or  extensions  of  the  same. 
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Seventh,  The  Pennsylvania  Company  agrees  to  furnish  and  maintain  at  its 
own  cost  and  expense  such  wires  as  the  New  England  Company  or  its  con- 
nections may  require  for  the  transmission  of  through  business,  that  is,  tele- 
graph business  originating  at  points  beyond  the  lines  of  the  Pennsylvania 
Company  and  directed  to  other  points  beyond  the  lines  of  the  Pennsylvania 
Company,  and  to  maintain  said  through  wires  in  direct  electrical  connection 
with  (and  furnish  suflScient  battery  power  in  its  territory  for)  such  through 
wires  belonging  to  said  New  England  Company  and  its  connections  as  the 
New  England  Company  may  require. 

Eighth.  The  Pennsylvania  Company  hereby  agrees  to  maintain  its  telegraph 
lines  herein  mentioned  in  good  working  order  and  repair  at  its  own  cost  and 
expense,  and  to  repair  with  the  utmost  diligence  any  interruptions  to  said 
lines;  and  the  New  England  Company  on  its  part  agrees  that  its  lines  and 
connections  shall  be  so  maintained  and  repaired. 

yinih.  The  New  England  Company  for  itself  and  its  connections  agrees 
that  during  the  continuance  of  this  agreement  it  will  not  open  and  maintain 
an  office  for  the  handling  of  commercial  telegraph  business  at  any  of  the  points 
on  the  telegraph  lines  of  the  Pennsylvania  Company  operated  under  this 
agreement;  provided,  however^  that  if  the  Pennsylvania  Company  shall  not 
desire  to  establish  an  office  at  any  point  on  its  said  linos  for  the  liandlin^jr 
of  commercial  telegraph  business  and  to  maintain  the  same  under  the  terms 
of  this  agreement,  when  requested  so  to  do  by  the  New  England  Company, 
the  New  England  Company  may,  if  it  so  elects,  open,  maintain  and  operate 
an  office  at  said  point  at  its  own  cost  and  expouKC,  and  the  Pennsylvania 
Company  shall  not  be  entitled  to  any  part  of  the  tolls  collrctod  at  said 
office. 

Tetifh.  It  is  mutually  agreed  that  the  wires  of  the  Pennsylvania  Company 
may  be  connected  at  such  points  as  may  be  mutually  agreed  upon  to  sucli 
wires  of  the  New  England  Company  or  its  connections  as  tlie  New  England 
Company  may  designate  so  as  to  form  a  direct  circuit  or  circuits  between 
offices  on  the  lines  of  the  Pennsylvania  Company  and  offices  on  the  lines  of  the 
said  New  England  Company  or  its  connections  or  between  any  other  points, 
at  such  times  and  in  such  manner  as  may  be  mutually  agreed  upon,  it  being 
understood  and  agreed  that  all  interchanged  commercial  business  handled  on 
said  direct  circuits  shall  be  considered  as  having  been  interchanged  at  the 
points  where  said  wires  are  physically  connected. 

Eleventh.  The  New  England  Company  having  the  righc  to  use  in  the  trans- 
action of  its  business  the  name  of  the  Postal  Telegraph  System,  hereby  cove- 
nants and  agrees  that  the  Pennsylvania  Company  shall  have,  and  the  Penn- 
sylvania Company  ia  hereby  given  the  right  and  is  hereby  authorized  and 
empowered  to  use  in  the  transaction  of  its  telegraph  business,  the  name  Postal 
Telegraph-Cable  Company,  or  Postal  Telegraph  System,  or  Postal  Telegraph 
Company,  or  such  similar  name  as  it  may  deem  best,  on  its  stationery  and 
blanks,  receipts,  papers,  reports,  and  in  any  other  way  and  manner  which  said 
Pennsylvania  Company  deems  best. 

Twelfth.  This  agreement  shall  be  binding  on  the  parties  hereto  and  upon 
their  respective  successors  and  assigns,  and  may  be  assigned  by  the  New 
England  Company  to  any  of  its  allied  or  successor  companies. 

Thirteenth.  If  at  any  time  or  times  hereafter  it  shall  be  considered  by 
either  the  New  England  Company  or  the  Pennsylvania   Company   that  the 
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provisions  hereof  or  any  of  them  work  unjustly  and  impose  burdens  or  hard* 
ships  contrary  to  equity  and  the  said  parties  cannot  agree  upon  a  modification 
of  such  provisions,  the  subject  or  subjects  of  difference  shall  be  submitted 
to  three  competent  and  disinterested  arbitrators,  one  to  be  appointed  by  each 
of  the  parties  hereto,  and  the  two  so  appointed  to  select  a  third,  and  the 
decision  of  the  three  or  a  majority  of  them  in  writing  shall  be  final  and 
binding  upon  both  of  said  parties  and  shall  thereafter  stand  as  a  supplement 
of  this  agreement  without  further  act  of  the  parties  hereto  until  modified  or 
amended  by  mutual  agreement  or  by  some  future  decision  of  arbitrators  as 
herein  provided,  but  it  is  expressly  understood  and  agreed  that  the  powers 
of  such  arbitrators  shall  not  extend  to  the  making  of  either  wholly  or  sub- 
stantially a  new  contract,  but  simply  to  the  relief  of  the  New  England  Com- 
pany or  the  Pennsylvania  Company  from  any  provision  complained  of,  whica 
experience  under  this  agreement  shall  have  proved  to  be  inequitable  and  the 
operation  of  which  cannot  be  presumed  to  have  been  foreseen  by  the  parties 
hereto,  neither  shall  the  said  arbitrators  have  power  to  limit  or  extend  the 
term  of  this  contract. 

Fourteenth.  This  agreement  sliall  be  and  continue  in  force  for  the  full  term 
of  five  (6)  years  from  the  first  day  of  January,  1908,  and  thereafter  until 
sixty  (CO)  days'  written  notice  of  intention  to  terminate  the  same  has  been 
given  by  either  party  to  the  other. 

In  witness  whereof,  the  parties  hereto  have  caused  these  presents  to  be 
signed  and  their  corporate  ^seals  to  be  hereunto  afiixed  and  attested  by  their 
proper  officers,  duly  authorized  so  to  do,  the  day  and  year  first  above  written. 

POSTAL  TELEGRAPH  AND  CABLE  COMPANY  No.  2. 

By  G.  W.  Dunn, 
[Seal]  President, 

Attest:     J.  H.  Wilson, 

Secretary. 

NEW  ENGLAND  TELEGRAPH  COMPANY, 
[Seal]  By  Chas.  P.  Bbuch, 

Vice-PresUlent. 

Attest:     Wm.  B.  Dcnn, 

Secretary. 


EXHIBIT  24. 


Contract  Between  PosUl  Telegraph  Company   (of  Pennsylvania)   and 
New  England  Telegraph  Company  (same  subject). 

THIS  AGREEMENT,  made  and  entered  into  this  first  day  of  January,  1907.  » 

by  and  between  THE  POSTAL  TELEGRAPH  COMPANY,  a  corporation  duly 
organized  and  existing  under  tlie  laws  of  the  Commonwealth  of  Pennsylvania, 
pa'rty  of  the  first  part,  and  the  NEW  ENGLAND  TELEGRAPH  COMPANY. 
a  corporation  duly  organized  and  existing  under  the  laws  of  the  State  of 
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New  York,  party  of  the  second  part,  hereinafter  for  convenience  referred  to 
as  the  Pennsylvania  Company  and  the  New  England  Company,  respectively, 

WITNESSETH: 

Whebbas,  The  Pennsylvania  Company  owns,  maintains  and  operates  a  line 
of  telegraph  within  the  Commonwealth  of  Pennsylvania,  the  general  route 
of  which  is  described  as  follows:  Commencing  at  a-  point  on  the  Delaware 
river  in  Wayne  County,  Pennsylvania,  near  Narrowsburg,  N.  Y.,  thence  to 
Uonesdale,  Pennsylvania;  thence  to  Carbondale,  thence  to  New  Milford,  thence 
to  Great  Bend,  thence  to  Elkland,  thence  to  Harrison  Valley,  thence  to  Corry, 
thence  to  Meadville,  thence  to  Greenville,  in  fiercer  County;  thence  to  the 
State  line  between  the  states  of  Pennsylvania  and  Ohio,  and  is  desirous  to 
arrange  for  the  transmission  of  commercial  telegrams  between  points  on  its 
lines  and  points  reached  by  the  lines  of  the  New  England  Company  and  its 
connections,  and 

WiiEBEAS,  The  New  England  Company,  by  reason  of  its  own  facilities  and 
of  its  contract  relations  with  various  other  telegraph  companies,  is  able 
to  provide  facilities  for  the  transmission  of  said  telegrams,  and  on  its  part 
desires  to  arrange  with  the  Pennsylvania  Company  for  the  handling  and 
delivery  of  telegrams  from  various  parts  of  the  United  States  directed  to 
points  on  the  lines  of  the  Pennsylvania  Company, 

Now,  THEBEPOBE,  in  consideration  of  the  covenants  and  agreements  herein- 
after specified  to  be  performed  and  observed  by  each  of  them,  and  for  other 
valuable  considerations  moving  from  each  of  the  parties  hereto  to  the  other, 
receipt  whereof  is  hereby  acknowledged  by  each  of  them,  the  parties  hereto 
agree  with  each  other  as  follows: 

First.  (1)  Each  of  the  parties  hereto  agrees  that  it  will  turn  over  to 
the  other,  directly  or  through  a  connecting  line,  at  Carbondale,  Pennsylvania, 
or  at  such  other  connecting  points  as  shall  best  secure  prompt  transmission  to 
destination,  all  commercial  telegraph  business  which  it  may  be  able  to  obtain 
or  control  directed  to  points  on  the  lines  or  connections  of  the  other  party, 
including  all  cablegrams  and  all  commercial  telegraph  business  which  shall 
come  to  it  from  any  other  connecting  line. 

(2)  Additional  points  of  connection  may  be  established  by  mutual  consent 
from  time  to  time  as  the  business  of  the  parties  hereto  may  require. 

Ffecond.     Messages  may  be  interchanged  upon  the  following  basis,  to-wit: 

(1)  The  Pennsylvania  Company  agrees  to  accept  at  all  of  its  offices  com- 
mercial telegraph  messages  directed  to  points  reached  by  the  lines  of  the  New 
Kngland  Company  and  its  connections  and  to  forward  such  messages  to  the 
Kew  England  Company  or  one  of  its  connections  at  Carbondale,  or  at  such  other 
connecting  points  as  shall  best  secure  their  prompt  transmission  to  destina- 
tion, and  to  receive  from  the  >iew  England  Company  or  one  of  its  connections 
at  Carbondale,  or  at  said  other  points  of  connection,  messages  directed  to 
points  reached  by  the  lines  of  the  said  Pennsylvania  Company  and  to  trans- 
mit such  messages  to  their  destination  and  deliver  the  same. 

(2)  The  New  England  Company  agrees  to  accept  at  all  of  its  offices  and 
from  its  connecting  lines  messages  directed  to  points  reached  by  the  lines  of 
the  Pennsylvania  Company  and  to  forward  such  messages  by  means  of  its  own 
or  connecting  lines  to  the  Pennsylvania  Company  at  Carbondale,  or  to  such 
other  connecting  points  as  shall  best   secure   their  prompt   transmission   to 
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destination,  and  to  receive  from  the  Pennsylvania  Company  at  Carbondale, 
or  at  said  other  points  of  connection,  messages  directed  to  points  reached 
by  the  lines  of  the  New  England  Company  and  its  connections,  and  to  transmit 
such  messages  to  their  destination  by  means  'of  its  own  or  connecting  lines 
and  deliver  the  same. 

(3)  The  office  atr  Carbondale  shall  be  considered  as  an  office  of  the 
Pennsylvania  Company,  and  all  commercial  telegraph  business  between  Car- 
bondale  and  offices  of  the  New  England  Company  and  its  connections  shall  be 
considered  as  business  interchanged  under  this  agreement  and  the  tolls  thereon 
shall  be  divided  between  the  parties  hereto  as  hereinafter  provided  in  section  7 
of  this  paragraph. 

(4)  All  commercial  telegraph  business  handled  at  offices  on  the  lines 
of  the  Pennsylvania  Company  and  interchanged  under  this  agreement  shall 
be  acfounttnl  fr)r  in  aci'ordaTicc  witli  tiip  rules,  rt^gulations  and  instructions  as 
published  from  time  to  time  in  the  books,  circulars  and  notices  governing  the 
transaction  of  the  business,  as  agreed  upon  from  time  to  time. 

(5)  All  tolls  on  interchanged  business  collected  at  offices  of  the  New 
England  Company  and  its  connecting  lines  shall  belong  to  the  New  England 
Company  or  to  its  naid  connecting  line-^,  and  the  Pennsylvania  Company  shall 
not  be  entitled  to  any  part  of  the  tolls  collected  by  the  New  England  Company 
or  by  its  said  connecting  lines  on  messages  directed  to  or  originating  at  offices 
of  the  Pennsylvania  Company. 

(6)  All  tolls  and  revenues  on  messages  handled  exclusively  by  and  between 
tlie  ofTicos  of  the  Pennsylvania  Company  and  along  its  lines  of  telegraph  shall 
belong  to  the  Pennsylvania  Company. 

(7)  The  Pennsylvania  Company  shall,  on  the  tolls  on  interchanged  tele- 
graph business  collected  at  the  offices  of  the  Pennsylvania  Company,  account 
to  the  New  England  Company,  for  the  amounts  which  the  New  England  Com- 
pany or  its  connections  may  pay  or  account  for  to  other  connecting  lines, 
including  ocean  cable  lines,  and  for  eighty-five  per  cent.  (85%)  of  the  balance, 
retaining  fifteen  per  cent.  (15%)  of  such  balance.  From  said  eighty-five  per 
cent.  (85%)  going  and  belonging  to  the  New  England  Company  or  its  con- 
nections there  shall  first  be  deducted  any  sums  of  money  which  the  Penn- 
sylvania Company  shall  have  paid  out  for  construction  and  reconstruction 
other   than  usual   repairs. 

(8)  The  Pennsylvania  Company  shall  have  a  proportion  of  the  rentals 
derived  from  llie  leased  wip^s  to  and  through  the  territory  e^)vcred  by  its  lines, 
said  proportion  to  be  based  on  the  ratio  between  the  mileage  of  said  leased 
wires  belonging  to  the  Pennsylvania  Company  and  the  mileage  of  said  leased 
wires  belonging  to  other  connecting  companies  in  the  State  of  Pennsylvania 
and  those  outside  of  said  State. 

(9)  Each  of  ihe  parties  hereto  shall  transmit,  deliver,  transact  and  con- 
duct, all  business  nerein  provided  for  in  the  most  careful,  efficient  and  expe- 
ditious manner,  and  neither  party  shall  in  any  way  discriminate  against  the 
other  in  the  transmission  of  such  telegraph  business. 

Third.  ( 1 )  Each  party  hereto  hereby  agrees  to  advertise  the  offices  of 
the  other  party  and  its  connections  as  points  reached  by  means  of  its  lines. 
The  New  England  Company  agrees  to  furnish  office  signs,  message  blanks 
and  other  stationery  necessary  for  the  proper  conduct  of  the  commercial 
telegraph  business  at  all  of  said  offices  and  the  Pennsylvania  Company  hereby 
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agrees  to  pay  the  New  England  Company  the  reasonable  cost  thereof,  and 
further  agrees  that  such  signs,  blanks  and  stationery  shall  be  used  at  all 
of  its  offices,  the  purpose  being  to  identify  the  interchanged  commercial  tele- 
graph business  done  at  said  offices  with  the  New  England  Company's  system. 

(2)  The  Pennsylvania  Company  agrees  to  furnish  in  its  main  office  at 
Carbondale  and  at  additional  points  of  connection  established  by  mutual  coa* 
sent  from  time  to  time  as  hereinabove  provided,  the  operators  necessary  at 
said  offices  for  the  proper  transmission  and  receipt  upon  the  wires  of  the  New 
England  Company  or  its  connections  of  the  interchanged  commercial  telegraph 
messages  herein  provided  for. 

{'A)  The  Pennsylvania  Company  further  agrees  to  furnish  at  its  main 
office  in  Carbondale  the  instruments,  local  batteries  and  main  batteries  neces- 
sary at  said  office  to  operate  the  telegraph  wires  of  the  New  England  Com- 
pany and  its  connections,  terminating  at  said  city. 

(4)  It  is  mutually  agreed  that  the  wires  of  the  Pennsylvania  Company 
may  be  connected  to  such  wires  of  the  New  England  Company  or  its  connec- 
tions as  the  latter  company  may  designate,  so  as  to  form  a  direct  circuit  or 
circuits  between  offices  on  the  lines  of  the  Pennsylvania  Company  and  offices 
on  the  lines  of  the  New  England  Company  and  its  connections,  or  between 
any  other  points,  at  such  times  and  places  and  in  such  manner  as  may  be 
mutually  agreed  upon,  it  being  understood  and  agreed  that  all  business 
handled  on  direct  circuits  between  offices  on  the  lines  of  the  Pennsylvania 
Company  and  offices  on  the  lines  of  the  New  England  Company  and  its  con- 
nections shall  be  considered  as  having  been  interchanged  under  this  agreement. 

Fourth.  The  Pennsylvania  Company  agrees  to  keep  in  its  employ  at  each 
of  its  telegraph  offices  a  sufficient  number  of  competent  operators  and  mes- 
sengers to  properly  handle,  transmit,  transact  and  conduct  the  interchanged 
business  herein  provided  for  in  the  most  careful,  efficient  and  expeditious 
manner. 

Fifth.  The  Pennsylvania  Company  hereby  assumes  all  liability  for  dam- 
ages resulting  from  mistakes  or  delays  or  for  non-delivery  or  other  defaults 
in  the  transmission  of  commercial  telegraph  business  under  this  agreement 
that  may  occur  at  its  own  offices  or  upon  its  own  lines  or  that  may  be  oc- 
casioned by  the  fault  of  its  own  employes,  and  the  New  England  Company 
hereby  assumes  all  other  liability  for  damages  resulting  from  mistakes  or 
delays  or  for  non-delivery  or  other  defaults  in  the  transmission  of  commercial 
I  telegraph  business  specified  in  this  agreement;  provided,  however,  that  neither 

I  party  hereto  shall  be  liable  to  the  other  for  loss  or  damages  resulting  from 

I  interruptions  to  linos  which  could  not  with  reasonable  care  and  promptness 

I  have  been  avoided  or  repaired. 

Sixth.  The  terms  of  this  agreement  shall  apply  to  the  telegraph  lines  herein 
,  nientioned  now  operated  by  the  Pennsylvania  Company,  and  shall  also  apply 

to  any  future  additions  to  or  extensions  of  the  same. 

Seventh.  The  Pennsylvania  Company  agrees  to  furnish  and  maintain  at  its 
own  cost  and  expense  such  wires  as  the  New  England  Company  or  its  connec- 
tions may  require  for  the  transmission  of  through  business,  that  is,  telegraph 
business  originating  at  points  beyond  the  lines  of  the  Pennsylvania  Company 
and  directed  to  other  points  beyond  the  lines  of  the  Pennsylvania  Company, 
and  to  maintain  said  through  wires  in  direct  electrical  connection  with  (and 
furnish  sufficient  battery  power  in  its  territory  for)  such  through  wires  belong* 
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ing  to  Baid  New  England  Company  and  its  connections  as  the  New  England 
Company  may  require. 

Eighth,  The  Pennsylvania  Company  hereby  agrees  to  maintain  its  telegraph 
lines  herein  mentioned  in  good  working  order  and  repair  at  its  own  cost  and 
expense,  and  to  repair  with  the  utmost  diligence  any  interruptions  to  said 
lines;  and  the  New  England  Company  on  its  part  agrees  that  its  lines  and  con- 
nections shall  be  so  maintained  and  repaired. 

J^inth,  The  New  England  Company  for  itself  and  its  connections  agrees  that 
during  the  continuance  of  this  agreement  it  will  not  open  and  maintain  an 
office  for  the  handling  of  commercial  telegraph  business  at  any  of  the  points  on 
the  telegraph  lines  of  the  Pennsylvania  Company  operated  under  this  agree- 
ment; provided,  however,  that  if  the  Pennsylvania  Company  shall  not  desire 
to  establish  an  office  at  any  points  on  its  said  lines  for  the  handling  of  com- 
mercial telegraph  business  and  to  maintain  the  same  under  the  terms  of  this 
agreement,  when  requested  so  to  do  by  the  New  England  Company,  the  New 
England  Company  may,  if  it  so  elects,  open,  maintain  and  operate  an  office 
at  said  point  at  its  own  cost  and  expense,  and  the  Pennsylvania  Company  shall 
not  be  entitled  to  any  part  of  the  tolls  collected  at  said  office. 

Tenth,  It  is  mutually  agreed  that  the  wires  of  the  Pennsylvania  Company 
may  be  connected  at  such  points  as  may  be  mutually  agreed  upon  to  such  wires 
of  the  New  England  Company  or  its  connecthons  as  the  New  England  Company 
may  designate  so  as  to  form  a  direct  circuit  or  circuits  between  offices  on  the 
lines  of  the  Pennsylvania  Company  and  offices  on  the  lines  of  the  said  New 
England  Company  or  its  connections  or  between  any  other  points,  at  such  times 
and  in  such  manner  as  may  be  mutually  agreed  upon,  it  being  understood  and 
agreed  that  all  interchanged  commercial  business  handled  on  said  direct  circuits 
shall  be  considered  as  having  been  interchanged  at  the  points  where  said  wires 
are  physically  connected. 

Eleventh.  The  New  England  Company  having  the  right  to  use  in  the  trans- 
action of  its  business  the  name  of  the  Postal  Telegraph  System,  hereby  cove* 
nants  and  agrees  that  the  Pennsylvania  Company  shall  have,  and  the  Pennsyl- 
vania Company  is  hereby  given  the  right  and  is  hereby  authorized  and  em- 
powered to  use  in  the  transaction  of  its  telegraph  business  the  name  Postal 
Telegraph-Cable  Company,  or  Postal  Telegraph  System,  or  Postal  Telegraph 
Company,  or  such  similar  name  as  it  may  deem  best,  on  its  stationery  and 
blanks,  receipts,  papers,  reports,  and  in  any  other  way  and  manner  which  said 
Pennsylvania  Company  deems  best. 

Ttoelfih,  This  agreement  shall  be  binding  on  the  parties  hereto  and  upon 
their  respective  successors  and  assigns,  and  may  be  assigned  by  the  New 
England  Company  to  any  of  its  allied  or  successor  companies. 

Thirteenth.  If  at  any  time  or  times  hereafter  it  shall  be  considered  by 
either  the  New  England  Company  or  the  Pennsylvania  Company  that  the  pro- 
visions hereof  or  any  of  them  work  unjustly  and  impose  burdens  or  hardships 
contrary  to  equity  and  the  said  parties  cannot  agree  upon  a  modification  of 
such  provisions,  the  subject  or  subjects  of  difference  shall  be  submitted  to  three 
competent  and  disinterested  arbitrators,  one  to  be  appointed  by  each  of  the 
parties  hereto,  and  the  two  so  appointed  to  select  a  third,  and  the  decision  of 
the  three  or  a  majority  of  them  in  writing  shall  be  final  and  binding  upon  both 
of  said  parties  and  shall  thereafter  stand  as  a  supplement  of  this  agreement 
without  further  act  of  the  parties  hereto  until  modified  or  amended  by  mutual 
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agreement  or  by  some  future  decision  of  arbitrators  as  herein  provided,  but  it 
is  expressly  understood  and  agreed  that  the  powers  of  such  arbitrators  shall 
not  extend  to  the  making  of  either  wholly  or  substantially  a  new  contract,  but 
simply  to  the  relief  of  the  New  England  Company  or  the  Pennsylvania  Com- 
pany from  any  provision  complained  of,  which  experience  under  this  agreement 
shall  have  proved  to  be  inequitable  and  the  operation  of  which  cannot  be  pre- 
sumed  to  have  been  foreseen  by  the  parties  hereto,  neither  shall  the  said  arbi« 
trators  have  power  to  limit  or  extend  the  term  of  this  contract. 

Fourteenth,  This  agreement  shall  be  and  continue  in  force  for  the  full  term 
t)f  five  (5)  years  from  the  first  day  of  January,  1907,  and  thereafter  until 
sixty  (60)  days'  written  notice  of  intention  to  terminate  the  same  has  been 
given  by  either  party  to  the  other. 

In  witness  whereof,  The  parties  hereto  have  caused  these  presents  to  be 
signed  and  their  corporate  seals  to  be  hereunto  affixed  and  attested  by  their 
proper  officers,  duly  authorized  so  to  do,  the  day  and  year  first  above  written. 

THE  POSTAL  TELEGRAPH  COMPANY, 

By  L.  Lemobt, 
[Seal]  President: 

Attest:     J.  D.  O'Malley, 

Secretary. 
NEW  ENGLAND  TELEGRAPH  COMPANY, 

By  Chas.  p.  Bbuch, 
[Seal]  Vice-President, 

Attest:     Wm.  B.  Dunn, 

Secretary. 


EXHIBIT  25. 


Contract  Between  Champlain  Telegraph  Company  and  New  England 

Telegraph  Company  (same  subject). 

THIS  AGREEMENT,  made  and  entered  into  this  Ist  day  of  January,  1907, 
by  and  between  THE  CHAMPLAIN  TELEGRAPH  COMPANY,  a  corporation 
duly  organized  and  existing  under  the  laws  of  the  State  of  New  York,  party  of 
the  first  part,  and  the  NEW  ENGLAND  TELEGRAPH  COMPANY,  a  cor- 
poration  duly  organized  and  existing  under  the  laws  of  the  State  of  New  York, 
party  of  the  second  part,  hereinafter  for  convenience  referred  to  as  the  Cham- 
plain  Company  and  the  New  England  Company,  respectively, 

• 

WITNESSETH: 

Whebeas,  Tlie  Champlain  Company  owns  and  operates  telegraph  lines  within 
the  State  of  New  York  described  as  follows: 

A  line  from  Plattsburg,  Clinton  County,  New  York,  via  Paul  Smith's,  Frank* 
lin  County,  to  Saranac  Lake,  Franklin  County,  with  branches  to  Dannemora, 
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Loon  Lake  and  Saranac  Inn,  New  York,  and  is  desirous  to  arrange  for  the 
tranBmission  of  commercial  telegrams  between  points  on  its  lines  and  pointa 
reached  by  the  lines  of  the  New  England  Company  and  its  connections;  and 

Whereas,  The  New  England  Company,  by  reason  of  its  own  facilities  and 
of  its  contract  relations  with  various  other  telegraph  companies,  is  able 
to  provide  facilities  for  the  transmission  of  said  telegrams,  and  on  its  part 
desires  to  arrange  with  the  Champlain  Company  for  the  handling  and 
delivery  of  telegrams  from  various  parts  of  the  United  States  directed  to 
points  on  the  lines  of  the  Champlain  Company, 

Now,  THEBEFOKE,  in  consideration  of  the  covenants  and  agreements  herein-^ 
after  specified  to  be  performed  and  observed  by  each  of  them,  and  for  other 
valuable  considerations  moving  from  each  of  the  parties  hereto  to  the  other^ 
receipt  whereof  is  hereby  acknowledged  by  each  of  them,  the  parties  hereto, 
agree  with  each  other  as  follows: 

First.  ( 1 )  Each  of  the  parties  hereto  agrees  that  it  will  turn  over  ta 
the  other  directly  or  through  a  connecting  line  at  Plattsburg,  New  York,  or 
at  such  other  connecting  points  as  shall  best  secure  prompt  transmission  to 
destination,  all  commercial  telegraph  business  which  it  may  be  able  to  obtain 
or  control  directed  to  points  on  the  lines  or  connections  of  the  other  party,, 
including  all  cablegrams  and  all  commercial  telegraph  business  which  shall 
tome  to  it  from  any  other  connecting  line. 

(2)  Additional  points  of  connections  may  be  established  by  mutual  consent 
from  time  to  time  as  the  business  of  the  parties  hereto  may  require. 

Second,    Messages  may  be  interchanged  upon  the  following  basis,  to-wit: 

(1)  The  Champlain  Company  agrees  to  accept  at  all  of  its  offices  com« 
tnercial  telegraph  messages  directed  to  points  reached  by  the  lines  of  the  New 
England  Company  and  its  connections  and  to  forward  such  messages  to  the 
New  England  Company  or  one  of  its  connections  at  Plattsburg  or  at  such  other 
connecting  points  as  shall  best  secure  their  prompt  transmission  to  destination,, 
and  to  receive  from  the  New  England  Company  or  one  of  its  connections  at 
Plattsburg  or  at  said  other  points  of  connection,  messages  directed  to  pointa 
reached  by  the  lines  of  the  said  Champlain  Company  and  to  transmit  such 
messages  to  their  destination  and  deliver  the  same. 

(2)  The  New  England  Company  agrees  to  accept  at  all  of  its  offices  and 
from  its  connecting  lines  messages  directed  to  points  reached  by  the  lines  of  the 
Champlain  Company  and  to  forward  such  messages  by  means  of  its  own  or 
connecting  lines  to  the  Champlain  Company  at  Plattsburg  or  to  such  other 
connecting  points  as  shall  best  secure  their  prompt  transmission  to  destination^ 
and  to  receive  from  the  Champlain  Company  at  Plattsburg  or  at  said  other 
points  of  connection,  messages  directed  to  points  reached  by  the  lines  of  the 
New  England  Company  and  its  connections,  and  to  transmit  such  messages  ta 
their  destination  by  means  of  its  own  or  connecting  lines  and  deliver  the  same, 

(3)  The  office  at  Plattsburg  shall  be  considered  as  an  office  of  the  Cham- 
plain Company,  and  all  commercial  telegraph  business  between  Plattsburg  and 
offices  of  the  New  England  Company  and  its  connections  shall  be  considered  aa 
business  interchanged  under  this  agreement  and  the  tolls  thereon  shall  be 
divided  between  the  parties  hereto  as  hereinafter  provided  in  section  7  of  thia 
paragraph. 
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(4)  AIL  commercial  telegraph  business  handled  at  offices  on  the  lines 
ot  the  Champlain  Company  and  interchanged  under  this  agreement  shall 
be  accounted  for  in  accordance  with  the  rules,  regulations  and  instructions  as 
published  from  time  to  time  in  the  books,  circulars  and  notices  governing  the 
transaction  of  the  business,  as  agreed  upon  from  time  to  time. 

(5)  All  tolls  on  interchanged  business  collected  at  offices  of  the  New 
England  Company  and  its  connecting  lines  shall  belong  to  the  New  England 
Company  or  to  its  said  connecting  lines,  and  the  Champlain  Company  shall 
not  be  entitled  to  any  part  of  the  tolls  collected  by  the  New  England  Company 
or  by  its  said  connecting  lines  on  messages  directed  to  or  originating  at  offices 
of  the  Champlain  Company. 

(6)  All  tolls  and  revenue  on  messages  handled  exclusively  by  and  between 
the  offices  of  the  Champlain  Company  and  along  its  lines  of  telegraph  shall 
belong  to  the  Champlain  Company. 

(7)  The  Champlain  Company  shall,  on  the  tolls  on  interchanged  tele- 
graph business  collected  at  the  offices  of  the  Champlain  Company,  account 
to  the  New  England  Company,  for  the  amounts  which  the  New  England  Com- 
pany or  its  connections  may  pay  or  account  for  to  other  connecting  lines, 
including  ocean  cable  lines,  and  for  10  per  cent.  (10%)  of  the  balance,  retain- 
ing 90  per  cent.  (90%)  of  such  balance.  From  said  10  per  cent.  (10%)  going 
and  belonging  to  the  New  England  Company  or  its  connections  there  shall 
first  be  deducted  any  sums  of  money  which  the  Champlain  Company  shall  have 
paid  out  for  construction  and  reconstruction  other  than  usual  repairs. 

(8)  The  Champlain  Company  shall  have  a  proportion  of  the  rentals 
derived  from  leased  wires  to  and  through  the  territory  covered  by  its  lines, 
said  proportion  to  be  based  on  the  ratio  between  the  mileage  of  said  leased 
wires  belonging  to  the  Champlain  Company  and  the  mileage  of  said  leased 
wires  belonging  to  other  connecting  companies,  in  the  State  of  New  York  and 
those  outside  of  said  State. 

(&)  Each  of  the  parties  hereto  shall  transmit,  deliver,  transact  and  con- 
duct, all  business  herein  provided  for  in  the  most  careful,  efficient  and  expe- 
ditious manner,  and  neither  party  shall  in  any  way  discriminate  against  the 
other  in  the  transmission  of  such  telegraph  business. 

Third.  ( 1 )  Each  party  hereto  hereby  agrees  to  advertise  the  offices  of 
the  other  party  and  its  connections  as  pointe  reached  by  means  of  its  lines. 
The  New  England  Company '  agrees  to  furnish  office  signs,  message  blanks 
and  other  stationery  necessary  for  the  proper  conduct  of  the  commercial 
telegraph  business  at  all  of  said  offices  and  the  Champlain  Company  hereby 
agrees  to  pay  the  New  England  Company  the  reasonable  cost  thereof,  and 
further  agrees  that  such  signs,  blanks  and  stationery  shall  be  used  at  all 
of  its  offices,  the  purpose  being  to  identify  the  interchanged  commercial  tele- 
graph business  done  at  said  offices  with  the  New  England  Company's  system. 

(2)  The  Champlain  Company  agrees  to  furnish  in  its  main  office  at 
Plattsburg  and  at  additional  points  of  connection  established  by  mutual  con- 
sent from  time  to  time  as  hereinabove  provided,  the  operators  necessary  at  said 
offices  for  the  proper  transmission  anrl  reooint  upon  the  wires  of  the  New 
England  Company  or  its  connections  of  the  interchanged  commercial  telegraph 
messages  herein  provided  for. 

(3)  The  Champlain  Company  further  agrees  to  furnish  at  its  main  office 
in  Plattsburg  the  instrumente,  local  batteries  and  main  batteries  necessary 
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at  said  office  to  operate  the  telegraph  wires  of  the  New  England  Company  and 
its  connections,  terminating  at  said  city. 

(4)  It  is  mutually  agreed  that  the  wires  of  the  Champlain  Company  may 
be  connected  to  such  wires  of  the  New  England  Company  or  its  connections  as 
the  latter  company  may  designate,  so  as  to  form  a  direct  circuit  or  circuits 
between  offices  on  the  lines  of  the  Champlain  Company  and  offices  on  the  lines 
of  the  New  England  Company  and  its  connections,  or  between  any  other  points, 
at  such  times  and  places  and  in  such  manner  as  may  be  mutually  agreed  upon, 
it  being  understood  and  agreed  that  all  business  handled  on  direct  circuits 
between  offices  on  the  lines  of  the  Champlain  Company  and  offices  on  the 
lines  of  the  New  England  Company  and  its  connections  shall  be  considered  as 
having  been  interchanged  under  this  agreement. 

Fourth.  The  Champlain  Company  agrees  to  keep  in  its  employ  at  each  of 
its  telegraph  offices  a  sufficient  number  of  competent  operators  and  messengers 
to  properly  handle,  transmit,  transact  and  conduct  the  interchanged  business 
herein  provided  for  in  the  most  careful,  efficient  and  expeditious  manner. 

Fifth.  The  Champlain  Company  hereby  assumes  all  liability  for  damages 
resulting  from  mistakes  or  delays  or  for  non-delivery  or  other  defaults  in 
the  transmission  of  commercial  telegraph  business  under  this  agreement  that 
may  occur  at  its  own  offices  or  upon  its  own  lines  or  that  may  be  occasioned  by 
the  fault  of  its  own  employees,  and  the  New  England  Company  hereby  assumes 
all  other  liability  for  damages  resulting  from  mistakes  or  delays  or  for  non- 
delivery or  other  defaults  in  the  transmission  of  commercial  telegraph  business 
specified  in  tliis  agreement;  provided,  however,  that  neither  party  hereto  shall 
be  liable  to  the  other  for  loss  or  damages  resulting  from  interruptions  to  lines 
which  could  not  with  reasonable  care  and  promptness  have  been  avoided  or 
repaired. 

Sixth.  The  terms  of  this  agreement  shall  apply  to  the  telegraph  lines  herein 
mentioned  now  operated  by  the  *Champlain  Company,  and  shall  also  apply  to 
any  future  additions  to  or  extensions  of  the  same. 

Seventh.  The  Champlain  Company  agrees  to  furnish  and  maintain  at  its 
own  cost  and  expense  such  wires  as  the  New  England  Company  or  its  connec- 
tions may  require  for  the  transmission  of  through  business,  that  is,  telegraph 
business  originating  at  points  beyond  the  lines  of  the  Champlain  Company 
and  directed  to  other  points  beyond  the  lines  of  the  Champlain  Company,  and 
to  maintain  said  through  wires  in  direct  electrical  connection  (with  and  fur- 
nish sufficient  battery  power  in  its  territory  for)  such  through  wires  belonging 
to  said  New  England  Company  and  its  connections  as  the  New  England  Com- 
pany may  require. 

Eighth.  The  C'hamplain  Company  hereby  agrees  to  maintain  its  telegraph 
lines  heroin  mentioned  in  good  working  order  and  repair  at  its  own  cost  and 
expense,  and  to  repair  with  the  utmost  diligence  any  interruptions  to  said 
lines;  and  the  New  England  Company  on  its  part  agrees  that  its  lines  and 
connections  shall  be  so  maintained  and  repaired. 

Ninth.  The  Ne>v  England  Company  for  itself  and  its  connections  agrees 
that  during  the  continuance  of  this  agreement  it  will  not  open  and  maintain 
an  office  for  the  handling  of  commercial  telegraph  business  at  any  of  the  points 
on  the  telegraph  lines  of  the  Champlain  Company  operated  under  this  agree- 
ment; provided,  however,  that  if  the  Champlain  Company  shall  not  desire  to 
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establish  an  office  at  any  point  on  its  said  lines  for  the  handling  of  commercial 
telegraph  business  and  to  maintain  the  same  under  the  terms  of  this  agree- 
ment, when  requested  so  to  do  by  the  New  England  Company,  the  New 
England  Company  may,  if  it  so  elects,  open,  maintain  and  operate  an  office  at 
said  point  at  its  own  cost  and  expense,  and  the  Champlain  Company  shall  not 
be  entitled  to  any  part  of  the  tolls  collected  at  said  office. 

Tenth,  It  is  mutually  agreed  that  the  wires  of  the  Champlain  Company 
may  be  connected  at  such  points  as  may  be  mutually  agreed  upon  to  such 
wires  of  the  New  England  Company  or  its  connections  as  the  New  England 
Company  may  designate  so  as  to  form  a  direct  circuit  or  circuits  between 
offices  on  the  lines  of  the  Champlain  Company  and  offices  on  the  lines  of  the 
said  New  England  Company  or  its  connections  or  between  any  other  points,  at 
such  times  and  in  such  manner  as  may  be  mutually  agreed  upon,  it  being 
understood  and  agreed  that  all  interchanged  commercial  business  handled  on 
said  direct  circuits  shall  be  considered  as  having  l)een  interchanged  at  the 
points  where  said  wires  are  physically  connected. 

Eleventh.  The  New  England  Company  having  the  right  to  use  in  the  trans- 
action of  its  business  the  name  of  the  Postal  Telegraph  System,  hereby  cove- 
nants and  agrees  that  the  Champlain  Company  shall  have,  and  the  Champlain 
Company  is  hereby  given  the  right  and  is  hereby  authorized  and  empowered 
to  use  in  the  transaction  of  its  telegraph  business  the  name  Postal  Telegraph- 
Cable  Company,  or  Po'^tal  Telegraph  System,  or  Pf.st^il  Tolc»graj)li  (  onipany, 
or  such  similar  name  as  it  may  deem  best,  on  its  stationery  and  blanks, 
receipts,  papers,  reports,  and  in  any  other  way  and  manner  which  said  Cham- 
plain Company  deems  best. 

Twelfth.  This  agreement  shall  be  binding  on  the  parties  hereto  and  upon 
their  respective  successors  and  as'^igiis,  and  may  l)e  a->signeii  l)y  tlie  New 
England  Company  to  any  of  its  allied  or  successor  companies. 

Thirteenth.  If  at  any  time  or  times  hereafter  it  shall  be  considered  by 
either  the  New  England  Company  or  the  Champlain  Company  that  the  pro- 
visions hereof  or  any  of  them  work  unjustly  and  impose  burdens  or  hardships 
contrary  to  equity  and  the  said  parties  cannot  agree  upon  a  modification  of 
such  provisions,  the  subject  or  subjects  of  difference  shall  be  submitted  to 
three  competent  and  disinterested  arbitrators,  one  to  be  appointed  by  each  of 
the  parties  hereto,  and  the  two  so  appointed  to  select  a  third,  and  the  decision 
of  the  three  or  a  majority  of  them  in  writing  shall  be  final  and  binding  upon 
both  of  said  parties  and  shall  thereafter  stand  as  a  supplement  of  tliis  agree- 
ment without  further  act  of  the  parties  hereto  until  modified  or  amended  by 
mutual  agreement  or  by  some  future  decision  of  arbitrators  as  herein  provide 
but  it  is  expressly  understood  and  agreed  that  the  powers  of  such  arbitrators 
shall  not  extend  to  the  making  of  either  wholly  or  substantially  a  new  contract, 
but  simply  to  the  relief  of  the  New  England  Company  or  the  Champlain  Com- 
pany from  any  provision  complaine<l  of,  which  experience  under  this  agree- 
ment shall  have  proved  to  be  inequitable  and  the  operation  of  which  cannot  be 
presumed  to  have  been  foreseen  by  the  parties  hereto,  neither  shall  tlie  said 
arbitrators  have  power  to  limit  or  extend  the  term  of  this  contract. 

Fourteenth.     This  agreement  snail  be  and  continue  in  force  for  the  full  term 
of  five  (5)  years  from  the  1st  day  of  January,  1907,  and  tliereafter  until  sixty 
(60)  days'  written  notice  of  intention  to  terminate  the  same  has  been  given  by 
either  party  to  the  other. 
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In  witness  whereof,  the  parties  have  caused  these  presents  to  be  signed 
and  their  corporate  seals  to  be  hereunto  affixed  and  attested  by  their  proper 
officers,  duly  authorized  so  to  do,  the  day  and  year  first  above  written. 

IHE  CHAMPLAIX  TELEGRAPH  COMPANY, 

By  A.  C.  Kaufman, 
[Seal]  President. 

Attest:     Henry  Scrivens, 

Secretary. 

NEW  ENGLAND  TELEGRAPH  COMPANY, 

By  E.  J.  NiiXY, 
[Seal]  President, 

Attest:     Wm.  B.  Dunn, 

Secretary. 


EXHIBIT  26. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  27. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  28. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  29. 


List  of  Companies  in  which  Mr.  Theodore  L.  Cuyler,  Jr.,  is  an  Officer. 

American  District  Telegraph  Company  (N.  J.). 
Treasurer. 

American  District  Telegraph  Co.  of  Philadelphia. 
Director  and  Treasurer. 

The  Atlantic  Postal  Telegraph  Co.   (N.  J.). 
Treasurer. 
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Boston  District  Messenger  Co. 

Director  and  Treasurer, 

Brooklyn  District  Telegraph   Co. 
Director. 

Postal  Telegraph-Cable  Company  (California). 
Assistant  Treasurer. 

The  Champlain  Telegraph  Company   (New  York). 
Director  and  treasurer. 

Chicago,  Milwaukee  and  Lake  Superior  Telegraph  Co. 
Director  and  Treasurer. 

The  Colorado  Postal  Telegraph- Cable  Company. 
Treasurer, 

Commercial  Telegraph  and  Cable  Company  of  Louisiana. 
Treasurer, 

The  Commercial  Union  Telegraph  Company  of  Massachusetts. 
Treasurer, 

Commercial  Union  lelegraph  Company   (New  York). 
Secretary  and  Treasurer. 

Postal  Telegraph-Cable  Company   (Connecticut). 
Assistant  Treasurer. 

Postal  Telegraph-Cable  Company    (Delaware). 
Treasurer, 

Postal  Telegraph-Cable  Company  of  Idaho. 
Director  and  Treasurer. 

Postal  Telegraph-Cable  Company  of  Illinois. 
Treasurer. 

Postal  Telegraph-Cable  Company  of  Indiana. 
Treasurer. 

Postal  Telegraph-Cable  Company  of  Iowa. 
Director  and  Treasurer. 

The  Kansas  Postal  Telegraph -Cable  Company. 
Director  and  Treasurer, 

Postal  Telegraph-Cable  Company   (Kentucky). 
Secretary  and  Treasurer. 

Lehigh  Telegraph  Company. 

Director  and  Treasurer. 

Postal  Telegraph-Cable  Company  of  Massachusetts. 
Treasurer. 

Postal  Telegraph-Cable  Company   (Michigan). 
Director,  Secretary  and  Treasurer, 

Postal  Telegraph-Cable  Company  of  Montana. 
Treasurer. 

Postal  Telegraph -Cable  Company  of  Nebraska. 
Director  and  Treasurer, 
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New  England  Telegraph  Company  (Mass.). 
Tre<i8ur€r. 

New  England  Telegraph  Company  (New  York). 
Tretuurer. 

Postal  Telegraph-Cable  Company  of  New  Jersey. 
Treasurer. 

New  Jersey  Postal  Telegraph  Company. 
Director  and  Treasurer. 

Postal  Telegraph  and  Cable  Company  (New  Jersey). 
Treasurer, 

Postal  District  Messenger  Company. 

Director,  Secretary  and  Treasurer, 

Postal  Telegraph-Cable  Company  (New  Mexico). 
Treasurer, 

New  York,  Philadelphia  and  Norfolk  Telegraph  Co. 
Director  and  Treasurer, 

The  Ohio  Postal  Telegraph- Cable  Company. 
Treasurer. 

Postal  Telegraph  Company  (Oregon). 
Tretuurer. 

Pacific  Mutual  Telegraph  Company  (Missouri). 
Director,  Secretary  and  Treasurer, 

The  Postal  Telegraph  Company   (Penna.). 
Trccwiirer. 

Postal  Telegraph  and  Cable  Company  No.  1   (Penna.). 
Treasurer, 

Postal  Telegraph  and  Cable  Company  No.  2   (Penna.). 
Director  and  Treasurer, 

Postal  Telegraph  and  Cable  Company  No.  3    (Penna.). 
Treasurer, 

Postal  Telegraph  and  Cable  Company   (R.  I.). 
Director  and  Treasurer. 

Postal  Telegraph-Cable  Company  of  Tennessee. 
Director  and  Treasurer, 

Texas  Telegraph  Company. 
Treasurer, 

Postal  Telegraph -Cable  Company  of  Utah. 
Treasurer, 

Postal  Telegraph-Cable  Company  of  Washington. 
Tre<isurer, 

Postal  Telegraph-Cable  Company  of  West  Virginia. 
Director  and  Treasurer, 

Postal  Telegraph-Cable  Company  of  Wyoming. 
Treasurer, 
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EXHIBIT  80. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  81. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  32. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  33. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  34. 


(Omitted  by  direction  of  the  CommibsioL.) 


EXHIBIT  35. 


Postal  Rates  from  New  York  City. 
THE  POSTAL  TELEGRAPH-CABLE  CO. 

Reaches  every  important  commercial  point  in  the  United  States  and  Canada  and 
connects  with  the  Commercial  Cable  Company  to  all  parts  of  the  world. 

Rates  moM  Xew  Yobk  Citt. 

(Subject  to  change  without  notice.) 

(For  day  messages  not  exceeding  10  words.) 

To  Rate  To  Rate 

Alabama $0.60  Alberta. 

AlJtfka.  Lethbridge $1.00| 

Rates  vary,  and  will  be  fur-  Other  offices 1.25 

nished  on  application.  Arisona 1.00* 
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To  Rate 

Arkansas $0.60 

British  Colttmbia. 

Ashcroft l.OO* 

Chemainus 1.00* 

Nanaimo 1.00* 

West  Westminster 1.00* 

Vancouver 1.00* 

Victoria l.OO* 

Other  offices    l.OO*  and  1.25 

CaUfomia   l.OO* 

Colorado 75* 

Connecticut 25 

Delaware 30 

District  of  Columbia. 

Washington 30 

Other  offices 40 

Florida 60 

Georgia 60 

Idaho l.OO* 

niinois 50 

Indiana 50 

Iowa 60 

Kansas 60 

Kentucky. 

Covington 40 

Newport 40 

Other  offices    50 

Louisiana 60 

Maine. 

Portland 35 

Other  offices 40  to  65 

Manitoba 75*  and  1.00 

Maryland. 

Annapolis 30 

Baltimore 30 

Cumberland 35 

Frederick 30 

Hagerstown 30 

Other  offices 40 

Massachusetts. 

Amherst 25 

Chicopee  Falls 25 

Holyoke 25 

Lenox 25 

Northampton 25 

Pittsfleld 25 

Springfield 25 

Westfield 25 

Other  offices 30 

Michigan. 

Calumet 60 

Detroit .40 

Escanaba *. . .     .60 

Gladstone 60 

Hancock 60 

Houghton 60 

Tfthpcming 60 

Marquette 60 

Menominee 60 

Mount  Clemens    40 

Port  Huron 40 

r 


^  To  Rat« 

Michigan  (continued). 

Sault  Ste.  Marie $0.60 

Other  offices    50 

Minnesota 60 

Mississippi 60 

Missouri. 

St.  Louis    50 

Other  offices 60 

Montana 76* 

Nebraska 60 

Nevada 1.00* 

New  Brunswick 60 

Newfoundland 1.10 

New  Hampshire 35 

New  Jersey ^5 

New  Mexico 75* 

New  York. 

Albany 26 

Algonquin  Hoiwe 50* 

Ampersand  Hotel    50* 

Amsterdam 30 

Astoria 25 

Bath  Beach   25 

Bay    Pond    60* 

Binghamton 30 

Brooklyn 25 

v/atrSKiii  .  .  . .aO 

City  Island 25 

Clear  Pond 50* 

Cohoes 30 

Coney    Island    25 

Corey's  Rustic  Lodge 50* 

Ellis  Island 25 

Klmira 30 

Fire  Island 25 

Gabriel's  Sanitarium 50* 

Glens  Falls 30 

Gloversville 30 

Governor's  Island 25 

Grand     View    House,    Lake 

Placid 50* 

Harriettstown 50* 

Herkimer 30 

Hotel  Ayres 60* 

Hotel   Ruisseaumont    50* 

Hudson 25 

Johnstown 30 

Kingston 25 

Lake  Placid 50* 

Lake  Placid  Club    50* 

Lake  Placid  House 50* 

Little  Falls    30 

Long  Island  City 25 

Loon  Lake  House   50* 

Loon  Lake  Station 50* 

McCoUom's 50* 

Meacham  I^ke  House 50* 

Middletown 25 

Moffitsville 50* 

Monticello  .  . 25 

Mount  Vernon    25 
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To  Rate 

Wew  York  (continued). 

Newburgh $0.25 

Newman 50* 

New  York  City   20 

Onchiota 50* 

Owego 30 

Paul  Smith's 50* 

Port  Ivory .25 

Poughkeepsie 25 

Quarantine 25 

Rainbow  Lake  House 50* 

Bedford 50* 

Rice's  on  Lake  Clear 50* 

Rome 30 

Rondout 25 

Ruisseaumont  Hotel 50* 

Sandy  Hill   30 

Saranac 50* 

Saranac  Club    60* 

Saranac  Inn 50* 

Saranac  Lake  Club  House . .     .50* 

Saranac  Lake  Depot 50* 

Saratoga 30 

Schenectady 30 

Stevens  House,  Lake  Placid.     .50* 

Suffern 25 

Troy 25 

Upper  Saranac 50* 

Utica 30 

Wardners 50* 

Washingtonville 25 

White  Face  Inn 50* 

Whitehall 30 

Yonkers 25 

Other  offices 35 

North  Carolina 50 

North  Dakota 75* 

No.-West  Territories. 

(See  Alberta,  Saskatchewan 
and  Yukon.) 

Nova  Scotia 50 

Ohio 40 

Oklahoma 75* 

Ontario. 

Niagara    Falls    40 

Other  offices 50  to  1.00 

Oregon 1.00* 

Pennsylvania. 

Allentown 25 

Altoona 35 

Ardmore 25 

Avondale 25 

Bala 25 

Berwyn 25 

Bethlehem 25 

Boyertown 25 

Brandy  wine  Simimit 25 

Bristol 25 

Bryn  Mawr 25 


To  Rate 

Pennsylvania  ( continued ) . 

Carbondale  $0.25 

Chadds  Ford 25 

Chester 25 

Chester  Heights 25 

Chestnut  Hill   25 

Cheyney 25 

Coatesville 25 

Concordville 25 

Conshohocken 25 

Cornwells 25 

Creasy 25 

Croyden 25 

Darby 25 

Devon 25 

Downingtown 25 

Doylestown 25 

Dresher 25 

Easton 25 

Fern  Glen 25 

^ap 25 

Oermantown 25 

Glen  Loch 25 

Glen  Mills 25 

Glen  Moore 25 

Glen   Olden    25 

Glen  Riddle   25 

Gray's    Ferry    25 

Green   Ridge    25 

Harrisburg 30 

Haverford ..25 

Holmesburg  Jet 25 

Honey  Brook 25 

Johnstown 35 

Kelton 25 

Kennett 25 

Kensington 25 

I^amokin 25 

I^ancaster 30 

Lebanon 30 

I^nni ^25 

Linwood 25 

Macungie 25 

Malvern 25 

Media 25 

Mendenhall 25 

Merlon 25 

Mifflinville 25 

Mocanaqua 25 

Moore  * 25 

Morea 25 

Morrisville 25 

Nescopeck 25 

New  Holland ^25 

New  Hope 25 

Nicetown 25 

Norristown 25 

North  Philadelphia 26 

Overbrook 25 

Paoli 25 
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To  Rate 

Pemuyhrania  (oontinued). 

PaschaH $0.25 

Philadelphia 25 

Pittaburg 35 

PitUton 25 

Pomeroy 25 

PotUtown 25 

PottsYille ^5 

Radnor J25 

Reading 25 

Retreat 25 

Ridley   Pkrk    25 

Roeemont 25 

Sayre 35 

Seranton 25 

Sharon  Hill JZS 

South  Bethlehem 25 

South  Wilkeebarre 25 

Taoony 25 

Thurlow 25 

Tioga 25 

Toughkenamon 25 

Tullytown 2b 

Waliingford .25 

Wapwallopen 25 

Wawa 25 

Wayne 25 

West  Chester    .25 

West  Grove 25 

West  Philadelphia    25 

Westtown 25 

Wilkes-Barre .25 

Wilkinsburg 35 

Williamsport 30 

Wvebrooke 25 

Wvnnewood 25 

York 30 

Other  offices    40 

Quebec .50 


To  Sate 

Rhode  Island $0.30 

Saskatchewan 1.00  and  1.25 

South  Carolina M 

South  Dakota 75* 

. .50 

75» 

Utah 75* 

Vexmont  <SS 

Virginia. 

Alexandria 40 

Bloxom 40 

Ft.  Meyer .30 

Franklin  City : .     .40 

Fredericksburg 40 

Hallwood 40 

Horsev 40 

Le  Cato 40 

^fakemie  Park 40 

^lasons 40 

Massey 40 

New  Church    40 

Norfolk 40 

Oak   Hall    40 

Parksley 40 

Petersburg 40 

Portsmouth 40 

Richmond 40 

Tasley 40 

Other  offices .50 

Washington 1.00* 

West  Virginia 40 

Wisconsin. 

Milwaukee .50 

Other  offices .60 

Wyoming 75* 

Yukon. 

Rates  VRTX,  and  will  be  fur- 
nished  on  application. 


Where  day  rate  for  10  words  is: 
20    25     30    35     40    50     50*  60 

Additional  word  rate  is: 

12       2       2      3       3       4       4 

The  night  rate  for  10  words  is : 

20     25     25     25     30     40    50    50 

Additional  word  rate  is: 

11112      3      2       3 


75     75»  1.00     l.OO*  l.OOf  1.10     1.2i 


9  S 


50    60         75     1.00        85     1.00     1.0(^ 


9 


Kight  messages  at  reduced  rates.    Money  telegraphed  to  all  the  world. 
The   Postal   Company's   employees  are    intelligent,   diligent,  energetic   aint 
courteous,  and  their  constant  efl'ort  is  to  render  the  best  tel^raph 
April  1,  1909. 
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EXHIBIT  36. 


Postal  Rates  from  New  York  State. 


STATE  RATES  FROM  NEW  YORK. 
To  be  used  when  lower  than  Special  or  Square  Rates. 


Day 

Rate. 

Minnesota $0.60 

Mississippi 60  — 4 

Missouri. 

St.  Louis 50  — 3 

Other  offices 60  — 4 

Montana 75»— 5 

Nebraska 60  — 4 

Nevada 1.00»— 7 

New  Brunswick 50  —3 

New  Hampshire 40  — 3 

New  Jersey 40  — 3 

New  Mexico 75* — 5 

New  York. 

Albany 25—2 

Other  offices 35—2 

North  Carolina 50—3 

North  Dakota 75»— 5 

Nova  Scotia 50—3 

Ohio 40—3 

Oklahoma 75*- 5 

Ontario. 

Section  1 50—3 

Section  2 75—5 

Section  3 75—5 

Section  4 l.OOf— 6 

Section  5 1.00  —7 

Oregon 1.00*— 7 

Pennsylvania 40  — 3 

Quebec 50—3 

Rhode  Island 40—3 

Saskatchewan. 

Section  6 1.00  —7 

Section  7 1.25  —8 

South  Carolina 60—4 

South  Dakota 75*— 5 

Tennessee 50  — 3 

Texas. 

West 75*— 5 

Other  offices 75*— 5 

Utah 75*— 5 

Vermont 40—3 

Virginia 50—3 

Washington 1.00*— 7 

West  Virginia 40—3 

Wisconsin. 

Milwaukee 50  — 3 

Other  offices .60—4 

Wyoming 75*— 5 


Day 

Rate. 

t 

Alabama 

.$0.60  - 

-4 

Alberta. 

Lethbridge 

Section  8 

.  l.OOJ— 7 
.    1.26  —8 

Section  11    

.   1.25  - 

-8 

Arizona  Territory  

Arkansas 

.   1.00*- 
.     .60  - 

-7 
-4 

British  Columbia. 

Ashcrof t  

.  1.00*- 

-7 

Chemainus 

.   1.00*- 

-7 

Nanaimo 

.   1.00*- 

-7 

New  Westminster  .   . . . 

.   1.00*- 

-7 

Vancouver 

.   1.00*- 

-7 

Victoria 

.  1.00*- 

-7 

Section    9 

.  1.25  - 

-8 

Section  10 

.   1.25  - 

-8 

Section  13 

.  1.00*- 

-7 

Section  14 

.   1.00*- 

-7 

California. 

San  Francisco 

.   1.00*- 

-7 

South 

.   1.00*- 

-7 

Other  offices 

.  1.00*- 

-7 

Colorado 

.     .75*- 

-5 

Connecticut 

.     .40  - 

-3 

Delaware 

.     .40  - 

-3 

District  of  Columbia   

.     .40  - 

-3 

Florida 

.     .60  - 

-4 

Georgia 

Idaho  

.     .60  - 
.   1.00*- 
.     .50  - 

-4 

-7 

Illinois 

-3 

Indiana  

.     .50  - 

-3 

Iowa 

.     .60  - 
.     .60  - 
.     .50  - 
.     .60  - 

-4 

Kansas 

-4 

Kentucky 

Louisiana 

-3 
-4 

Maine. 

Canadian  Pacific  offices 

.     .75  - 

-5 

Portland 

.     .40  - 

-3 

Other  offices 

.     .50  - 

-3 

Manitoba. 

Section  12 

.     .75*- 

-5 

Section    5 

.   1.00  - 

-7 

Maryland 

Massachusetts 

.     .40  - 
.     .40  - 

-3 
-3 

Michigan. 

North 

.     .60  - 

_4 

Detroit 

.     .40  - 

-3 

Other  offices 

.     .50  - 

-3 
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Night  Message  Rates. 


When  The  night 

day  rate  message 

is  rate  is 

$.23  —2  $0.25  —1 

.30—2  25—1 

.35—2  25—1 

.40—3  30—2 

.50—3  40—3 

.60—4  50—3 

.65—4  50—3 

.75—5  50—3 

.75»— 5  60—4 

.75t— 5  75—5 

.85—6  60—4 


When  The  night 

day  rate  message 

is  rate  is 

$.90  —6  $0.60 

l.OOt— 6  60 

1.00  —7  76—6 

l.OOt— 7  70—5 

l.OOJ— 7  85—5 

l.OO'— 7  1.00  —7 

1.15  —8  90—6 

1.15»— 8  1.00  —7 

1.25  —8  1.00  —7 

1.25'— 8  1.25  —8 


*  See   table   of  Night  Message   Rates. 
t  See  table  of  Night  Message  Rates. 
f.  See  table  of  Night  Message   Rates. 

EDWARD   J,   NALLY, 
Vice-Prea.    and    Gen, 
ISAAC    SMITH, 

Supt.    of    Tariffs. 
March   1,    1909. 


Mgr. 


EXHIBIT  37. 


Blank  Applications  for  Space  in  Empire  City  Subway. 
APPLICATION  FOR  SPACE  IN  THE  ELECTRICAL  SUBWAY. 


No.  of  Application. 
E.  C.  S.  Co.,  Ltd. 


Office  of 


Address 


Applicant. 


New  York 


To  the  EMPIRE  CITY  SUBWAY  CO,   (Limited),  426  West  5Sth  Street,  New 
York,  N.  Y,: 

Gentlemen. —  Application    is    liereby    made    for    Space    in    the    Electrical 
Subway    


for  the  term  of. 


,  to  be  used  for purposes. 


No.  38.]  1175 

Ducts  Wanted: 

No.  of  Ducts  ?    Ans ( ) 

Size  of  Interior  Diameter  ?    Ans ( ) 

Terminal   Points :      From 


Electrical  Conductors  to  he  Placed  in  the  Duds: 

'    No.  of  Cables?     Ans ( ) 

Size  of  Cables   (Outside  Diameter)  ?     Ans ( ) 

No.  of  Conductors  in  each  Cable  ?     Ans ( ) 

Size  of  Conductors  ?     Ans ( ) 

Material  of  Conductors  ?     Ans 

Character  of  Insulation  ?    Ans 

Initial  insulation  resistance  per  mile  in  megohms  ?    Ans 

.    Disposition  of  Conductors  in  Cables  ?    Ans 

Length  of  Cables  ?    Ans 

Total  length  of  Conductors  ?    Ans 


Electrical  Currents: 

Nature  of  Current  ?    Ans 

.    Strength  of  Current,  in  Volts  ?     Ans 

Maximum  Electro-Motive  force  of  Machines  supplying  Current  in  Volts? 

Ana 

Quantity  of  Current  in  Amperes  ?     Ans 

Rate  of  Rentals:    $ per  Duct,  per  mile,  per  annum,  being  the 

established  rentals  for  the  spaces  applied  for,  payable  yearly,  in  advance. 

References : 

Name ,      Address 

.    Name ,      Address . . .' 

Remarks : 


The  undersigned  hereby  agrees  to  comply  with  all  Rules  and  Regulations 
governing  the  use  of  Subways,  as  established,  from  time  to  time,  by  the 
Empire  City  Subway  Co.  (Limited),  and  to  be  responsible  for  any  and  all 
damages  caused  by  said  applicant  or  its  agents,  to  the  property  of  the 
E.  C.  S.  Co.  (Ltd.)  or  to  the  property  of  other  occupant-s  of  the  Subways,  in 
the  work  of  placing  conductors  in,  and  withdrawing  cables,  occupying  the 
ducts,  done  under  this  application. 

Signature  of  applicant: 
Witness : 
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APPLICATlOX    FOR    CONNECTIONS    BY    SUBSIDIARY    DUCTS    WITH 

THE  ELECTRICAL  SUBWAYS. 


No.  of  Application. 
E.  G.  S.  C,  Ltd. 


Applicant. 


Office  of 


Dept.  of  W.  S.  G.  bt  B.  Pennit 


Applied  for  . 
Issued 


Bureau  of  Highway's  Permit. 


Applied  for 


Issued 


Address 


New  York, 


To  the  EMPIRE  CITY  SUBWAY  CO,  {Limited),  426  West  h%th  Strwt,  2iew 
York,  N,  r.: 

Gentlemen. —  Application   is   hereby   made   for   connections  with   Subway 

on side  of between and 

to  be  used  for purposes.    Connections  to  be  made 

with ' on side  of to 

located on side    of .• 

Name  of  occupant 


Construction  : 


No.  of  Ducts : 

Inside  measurement, 
Approximate  length, 
Material :     


( 


inches. 


feet. 


•  *. 
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1177 

Diagsak: 
(North.) 


(West.) 


(East.) 


I 


(South.) 


Hbmabks  : 


The  Applicant  hereby  agrees  to  pay  the  Cost  of  Construction  of  the  connec- 
tion or  connections  covered  by  this  Application,  with  the  addition  of  15% 
thereto;  it  being  understood  that,  after  such  payment,  the  Applicant  shall, 
subject  to  the  Subway  Company's  rules,  have  the  right  of  occupancy  of  such 
connection  or  connections  as  long  as  the  Applicant  shall  occupy  and  pay  the 
established  rental  for  the  main  subway  duct  or  ducts  therewith  connected. 


Signature  of  Applicant: 


By 


CONSTRUCTIO:?: 

Work  Commenced  

Work   Completed    

Notice  —  to  City  , 

Xotice  —  to   Co 
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EXHIBIT  38. 


Letter  from  New  England  Telegraph  Company  to  Empire  City  Subway 

Company. 

( Copy. ) 

Sepiemher  21,    1906. 
Empire  City  Subtcay  Company,   yew   York   City: 

Dkab  Sirs. —  In  a  friendly  way  we  would  call  your  attention  to  the  follow- 
ing facts  and  would  ask  that  the  subway  rentals  which  we  are  paying  to  you 
in  New  York  city  at  the  present  time  be  reduced  to  a  more  reasonable  rate  and 
a  little  more  in  accord  with  that  which  is  charged  in  other  cities.  We  take 
it  that  the  construction  of  a  subway  in  New  York  city  is  not  much  more 
expensive  than  in  other  cities,  while,  on  the  other  hand,  the  immense 
number  of  wires  which  have  to  go  into  your  subway  reduce  very 
greatly  the  cost  of  rentable  space  per  wire  and  we  would  think  that  instead 
of  the  rate  per  mile  per  wire  being  greater  in  New  York  city  than  anywhere 
else,  it  should  be  considerably  less.  We  are  informed  by  our  counsel  that 
you  are  under  legal  obligations  to  charge  only  a  reasonable  rental  and  cer- 
tainly it  seems  to  us  that  you  are  at  present  charging  us  an  unreasonable 
rental.  It  undoubtedly  is  true  that  you  are  charging  the  same  rate  to  the 
Western  l^nion  Telegraph  Company  and  the  New  York  Telephone  Company, 
but,  as  you  are  aware,  the  New  York  Telephone  Company  owns  your  capital 
stock  and  the  Western  Union  Telegraph  Company  is  a  large  stockholder  in  the 
New  York  Telephone  Company  and  hence  what  they  pay  in  with  one  hand  they 
take  back  with  the  other,  while  we  have  no  interest  whatsoever  in  the  distribu- 
tion of  these  enormous  rentals. 

For  a  long  time  past  you  have  been  and  still  are  charging  us  at  the  rate 
of  $800  per  mile  per  annum  for  two  and  one-half  inch  ducts  and  at  the  rate  of 
$900  for  three  inch  ducts.  The  exorbitance  of  this  charge,  as  it  seems  to  us, 
is  shown  by  the  following  facts: 

In  Auburn,  N.  Y.,  we  pay  the  subway  company  from  $184.80  to  $316.80  per 
mile. 

In  Baltimore,  Maryland,  $264  to  $300.60. 

In  Indianapolis,  Indiana,  $200. 

In  Kansas  City,  Missouri,  $264  to  $343.20. 

In  Lowell,  Massachusetts,  $369.60. 
•    In  Memphis,  Tennessee,  $316.80. 

In  Philadelphia,  Pennsylvania,  $200  to  $316.80. 

In  Providence,  Rhode  Island,  $300. 

In  Washington,  D.  C,  $150  to  $250. 

In  view  of  the  enormous  profits  which  we  understand  3'our  company  is  mak- 
ing, we  think  it  legal,  equitable  and  proper  that  you  should  reduce  the  rates 
which  you  charge  lis  to  not  more  than  $400  per  mile  per  annum. 

Y'ours  very  truly, 


Vice.-Pres.  and  Qenl.  Mgr. 
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EXHIBIT  39. 


Letter  from  E.  J.  Nally,  Vice-President  Postal  Telegraph-Cable  Company. 

POSTAL  TELEGRAPH-CABLE  COMPANY. 
Executive  Offices,  253  Broadway. 
Edwabd  J.  Xally,  Vice-President  and  General  Manager. 

New  Yobk,  Xovemher  20th,  1009. 
To  Manager  and  Staff,  Postal  Telegraph-Cahle  Company: 

The  "  Postal "  is  not  a  party  to  the  merger  of  the  Bell  Telephone  and 
Western  Union  Companies.  It  is  of  vital  importance  that  the  public  be 
assured  of  this. 

If  the  public  becomes  satisfied  that  the  competition  is  to  be  as  keen  and 
fierce  as  ever,  we  shall  get  much  more  business  even  than  we  have  now. 
You  doubtless  have  read  Mr.  Mackay*s  statement;  I  enclose  a  copy  of  it, 
however,  so  you  may  have  it  to  show  to  anyone  w^ho  has  not  seen  it  when  you 
solicit  business. 

Every  effort  should  be  made  to  convince  our  patrons  that  we  are  absolutely 
independent  of  the  Telephone  Company  and  the  Western  Union,  and  that  the 
splendid  service  we  are  now  giving  will  continue.  You  should  also  state  we 
are  not  afraid  of  this  gigantic  combine  of  the  Bell  Company  and  the  Western 
Union,  even  though  it  does  carry  vast  resources  and  tremendous  influence. 
It  will  be  well  also  to  state  that  if  they  expect  competition  to  continue  they 
must  patronize  us,  and  we  are  the  only  company  that  ever  did  give  real  com- 
petition, and  if  we  go  by  the  board,  competition  will  go  by  the  board  at 
the  same  time,  in  which  case  there  will  never  be  another  competing  telegraph 
company,  and  that  it  is  for  them  to  support  us  and  give  us  all  their  business 
if  they  expect  us  to  keep  up  the  fight. 

I  am  thoroughly  satisfied,  if  we  can  convince  the  public  that  we  are  not 
in  the  combine,  and  can  also  show  the  public  the  danger  if  they  do  not 
give  us  their  business,  that  we  will  build  up  a  much  larger  business  than 
we  have  even  now,  and  will  build  it  up  very  fast,  because  the  public  are 
against  combines,  and  more  important  still,  the  public  will  do  anything  to 
keep  up  competition  and  will  give  us  their  business  in  order  that  competition 
may  survive. 

Ring  the  hell  and  tell  your  patrons  that  we  are  up  against  a  great  combine 
and  that  ice  have  got  to  ham  their  business  if  competition-  w  to  live. 

E.  J.  NALLY, 

Vicc-Prest.  and  Gen' I  Mgr, 


J 
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EXHIBIT  40. 


Reprint  of  Clarence  H.  Mackay*s  Statement  as  Printed  in  Newspaper. 

COMPETITION  HAS  NOT  BEEN  WIPED  OUT  — POSTAL  TELEGRAPH 
COMPANY  NOT  IN  BIG  MERGER  —  MACKAY'S  STATEMENT  — 
TELLS  PUBLIC  EXACTLY  WHERE  CONCERN  HE  REPRESENTS 
STANDS. 

New  Yobk,  Nov.  19. —  Clarence  H.  Mackay,  president  of  the  Mackay  Com- 
panies, issued  the  following  statement  to  the  public  this  afternoon: 

"  We  have  had  nothing  to  do,  either,  directly  or  indirectly,  with  the  com- 
bination of  the  American  Telephone  and  Telegraph  Company,  with  the  Western 
Union  Telegraph  Company.  We  have  not  wished  to  join  it,  and  have  not 
been  invited  to  join  it.  There  have  been  no  negotiations  whatever  in  regard 
to  the  matter  and  there  is  every  reason  why  we  should  not  have  had  anything 
to  do  with  it.  We  knew  nothing  about  it  until  the  day  when  it  was  publicly 
announced.  It  is  said  that  we  own  a  large  block  of  stock  of  the  American 
Telephone  and  Telegraph  Company,  but  that  is  one  of  our  many  investments. 
We  never  have  had,  and  have  not  now  any  representation  on  the  Board  of 
that  Company  and  our  stock  is  not  consulted  or  considered  any  more  than 
the  stock  of  any  other  stockholder,  as  you  will  see  from  the  fact  that  we  knew 
nothing  about  this  deal  until  it  was  publicly  announced. 

"  The  statement  that  Mr.  William  H.  Baker  represents  us  is  incorrect.  He 
does  not  represent  us  in  anything  in  the  slightest  degree.  Neither  have  we 
had  anything  to  do  with  purchases  of  telephone  companies  in  the  Middle 
West.  Our  Company  is  slow  and  conservative  in  its  investments,  but  swift  and 
aggressive  in  its  service.  We  are  not  disturbed  in  any  way.  We  have  suc- 
cessfully met  hard  competition  for  over  twenty-five  years  and  have  prospered^ 
and  are  in  first  class  financial  condition;  better  than  ever  before.  We  have 
waited  until  this  matter  had  simmered  down  so  that  we  could  make  one  state- 
ment covering  the  whole  subject.  As  I  stated  several  weeks  ago,  competition 
will  continue,  and  it  will  be  real  competition,  the  same  as  heretofore." 


EXHIBITS  41  and  42. 


List  of  Companies  in  Which  Mr.  E.  J.  Nally  is  an  Officer. 

American  District  Telejiraph  Company  of  New  Jersey. 
Director  and  Vice-President. 

American  District  Telojyraph  Company  of  Philadelphia. 
Director  and  Vice-President. 

The  Atlantic  Postal  Telegraph  Company   (New  Jersey). 
Director  and  Vice-President. 
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Brooklyn  District  Telegraph  Company  (Ltd.). 
Director  and  President. 

Chicago,  Milwaukee  and  Lake  Superior  Telegraph  Company. 
Director  and  Vice-President, 

Postal  Telegraph-Cable  Company  (Delaware). 

Directory  Vice-President  and  General  Manager, 

Commercial  Telegraph  and  Cable  Company  of  I^ouisiana. 
Director. 

Commercial  Union  Telegraph  Company  of  Maine. 
Director  and  President. 

Commercial  Union  Telegraph  Company    (New  York). 
Director  and  Second  Vice-President, 

The  Commercial  Union  Telegraph  Company  of  Massachusetts. 
Director, 

Postal  Telegraph-Cable  Company  (Connecticut). 

Director,  Vice-President  and  General  Manager, 

Postal  Telegraph-Cable  Company  of  Iowa. 
Director. 

The  Kansas  Postal  Telegraph-Cable  Company. 
Director, 

Postal  Telegraph- Cable  Company   (Kentucky). 

Director,  Vice-President  and  General  Manager. 

Lehigh  Telegraph  Company. 

Director  and  Vice-President. 

Postal  Telegraph- Cable  Company  of  Massachusetts. 
Director, 

Merchants  Telegraph  Company  (Ohio). 
Director, 

Postal  Telegraph-Cable  Company   (Michigan). 

Director,  Vice-President  and  General  Manager, 

New  England  Telegraph  Company   (New  York). 
Director  and  President. 

New  Jersey  Postal  Telegraph  Company. 

Director,  President  and  General  Manager. 

Postal  Telegraph  and  Cable  Company  (New  Jersey). 
Director  and  Vice-President. 

Postal  District  Messenger  Company  (New  Jersey). 
Director  and  President, 

Postal  Telegraph-Cable  Company  (New  Mexico). 
Director  and  President. 

Postal  Telegraph- Cable  Company   (New  York). 

Director,  Vice-President  and  General  Manager. 

Postal  Telegraph  Company  (Oregon). 
Director  and  Vice-President, 
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Pacific  Mutual  Telegraph  Company   (Missouri). 
Director  and  Vice-President. 

Postal  Tel^raph  and  Cable  Company  No.  1   (Pennsylvania). 
Director  and  Vice-Presidc^ii. 

Postal  Telegraph  and  Cable  Company   (Rhode  Island). 
Director, 

Postal  Telegraph- Cable  Company  of  Tennessee. 
Director  and  Vice-President. 

Texas  Telegraph  Company. 

Director  and  Vice-Presidcfit. 

Postal  Telegraph-Cable  Company  of  Washington. 
Director. 

Postal  Telegraph -Cable  Company  of  West  Virginia. 
Director. 

Postal  Telegraph -Cable  Company   (Wyoming). 
Director  and  President. 


EXHIBIT  43. 


(Omitted   by  direction  of  the  Commission.) 


EXHIBIT  44. 


Circular  Letter  of  Western  Union  Superintendent. 

Office  of  the  City  Superintendent. 

WESTERN  UNION  TELEGRAPH  COMPANY. 

105  Broadway,  New  York. 

To  all  Managers,  XEW  YORK  CITY  Branch  Offices  and  Solicitors: 

EfTective  April  Ist,  1908. 

You  are  authorized  to  use  for  canvassing  purposes  all  messages  transferred 
to  us,  by  the  Postal  Telegraph  Company,  and  arrangements  should  be  made 
to  preserve  a  correct  record  of  such  messages,  forwarding  a  copy  thereof  at 
the  end  of  each  week  to  this  office,  with  such  particulars  of  the  same  that  will 
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aid  in  identifying  the  senders  and  enable  our  Managers  and  others  to  institute 
a  thorough  canvass  to  divert  the  business  from  the  opposition  Company. 

Whenever  such  messages  are  brought  to  your  attention,  you  should  direct 
the  attention  of  the  senders  to  the  circumstances,  that  the  message  having 
been  filed  with  the  Postal  Co.  was  necessarily  transferred  to  us  to  complete 
its  transmission,  and  that  the  delay  resulting  from  such  transfer  would  have 
been  avoided  if  the  message  had  been  filed  with  the  Western  Union  Company 
in  the  first  instance. 

If  the  matter  is  pursued  diligently,  it  will  afford  good  canvassing  material, 
of  which  all  concerned  should  take  the  fullest  advantage. 

M.  W.  Hamblin, 

City  8upt, 
New  Yobk,  April  Ut,  1908. 


EXHIBIT  45. 


Circular  Letter  from  Western  Union  Telegraph  Company. 
THE  WESTERN  UNION  TELEGRAPH   COMPANY. 

Manager's  Office. 

Dear  Sir. —  Your  messages  filed  with  the  Postal  Company  are  being  turned 
over  to  us  en  route  because  that  company  reaches  so  few  points  compared 
with  this  company. 

The  comprehensive  system  of  The  Western  Union  Telegraph  Company  — 
the  largest  in  the  world,  comprising  over  one  million  miles  of  wire,  with  over 
24,000  offices,  and  direct  telegraphic  or  telephonic  connections  with  as  many 
more,  making  a  total  of  50,000  stations  in  the  United  States,  Canada  and 
Mexico  —  is  relied  upon  by  the  Postal  Company  to  complete  the  service  it 
imdertakes  on  your  messages  to  the  20,000  places  it  does  not  reach.  Why 
not  give  your  messages  directly  to  tts  in  the  first  place  and  save  the  delay 
and  liability  to  loss  involved  in  the  transfer? 

tor  instance,  the  Postal  Company  had  to  transfer  to  us  at  Indianapolis, 
Ind.,  your  messages  of  Aug.  19,  directed  to  Union  City  and  Mitchell,  Ind., 
which  is  one  of  the  20,000  places  reached  only  by  the  lines  of  this  company 
and  its  connections.  Had  this  message  been  filed  with  us  originally  it  would 
have  gone  straight  through  to  destination,  without  the  delay  of  transfer  by 
messenger  at  some  intermediate  point. 

I  shall  be  glad  to  give  particular  attention  to  your  messages  if  you  will  order 
them  to  be  sent  by  The  Western  Union  Telegraph  Company. 

Yours  faithfully, 

J.  M.  MYERS, 

Office  Manager. 
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EXHIBIT  46. 


Annual  Report  of  President  of  Western  Union  Telegraph  Company. 

ANNUAL  REPORT  OF  THE  PRESIDENT  OF  THE  WESTERN  UNION 
TELEGRAPH  COMPANY  (INCORPORATED)  TO  THE  STOCK- 
HOLDERS, MADE  AT  THEIR  MEETING,  OCTOBER  13th,  1909. 


Officers  and  Board  of  Directors  for  the  Year  1909-1910. 
Robert   C.    Clowry,   President   and   General   Manager. 

George.  J.  Gould,  J.  B.  Van  Every,  Thomas  F.  Clark,  G.  W.  E.  Atkins, 
Vice-Presidents;  J.  C.  Willever,  Secretary;  F.  J.  Scherrer,  Asst.  Secretary j 
A.  R.  Brewer,  Treasurer;  Lewis  Dresdner,  Asst.  Treasurer;  J.  B.  Van  Every, 
Auditor;  George  H.  Fearons,  General  Attorney. 

Board  of  Directors. —  Robert  C.  Clowry,  John  T.  Terry,  George  J.  Gould, 
Edwin  Gould,  Frank  Jay  Gould,  Jacob  H.  Schiff,  William  L.  Bull,  Joseph  J. 
Slocum,  J.  Pierpont  Morgan,  Charles  Lanier,  Chauncey  M.  Depew,  Henry  M. 
Flagler,  John  Jacob  Astor,  Oliver  Ames,  C.  Sidney  Shepard,  J.  B.  Vaa 
Every,  James  Stillman,  Thomas  F.  Clark,  Howard  Gould,  John  J.  Mitchell, 
Henry  A.  Bishop,  Harris  C.  Fahnestock,  Thomas  H.  Hubbard,  Henry  Walters, 
G.  W.  E.  Atkins,  Paul  Morton,  Robert  M.  Gallaway,  Alvin  W.  Krech,  Edward 
T.  Jeffery,  Kingdon  Gould. 

Executive  Committee. —  Robert  C.  Clowry,  John  T.  Terry,  George  J.  Gould, 
Joseph  J.  Slocum,  Edwin  Gould,  Frank  Jay  Gould,  Jacob  H.  Schiff,  William  L. 
Bull,  Thomas  H.  Hubbard. 


Annual  Report  of  the  President  of  the  Western  Union  Telegraph  Com- 
pany (incorporated)  for  the  Year  Ended  June  30,  190&,  Approved  bt 
the  Executive  Commutes  and  Ordered  to  be  Submitted  to  the  Stock- 
holders. 

Capital  Stock. 

The  capital  stock  outstanding  is  $99,817,100.00,  of  which  130,131.51  belonga 
to  and  is  in  the  treasury  of  the  company. 
There  was  no  change  during  the  year. 

Bonded  Debt. 

The  bonded  debt  at  the  close  of  the  year  was  as  follows: 
Funding  and  Real  Estate  Mortgage  Bonds  due  May  1,  1950,  four 

and  one-half  per  cent $20,000,000  00 

Collateral  Trust  Bonds  due  January  1,  1933,  five  per  cent 8,645,000  00 

Convertible  Redeemable  Bonds  due  November  1,  1936,  4  per  cent.     10,000,000  00 

$3a,645^00O  00 
There  was  no  change  during  the  year. 
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Business  of  the  Yeab. 

Year  ended       Year  ended 

June  30, 1908.  June  30, 1909.        Increase.      Decrease. 

llevenues $28,582,212  09  $30,541,072  55  $1,958,860  40 

Expenses      (see 

statement    below)     25,179,215  33     23,193,965  66  $1,985,249  67 


Xet  revenue    $3,402,996  76     $7,347,106  89  $3,944,110  13 

Interest  on  bonds..        1,732,250  00       1,732,250  00 


Trofits $1;670,746  76     $5,614,856  89  $3,944,110  13 

mAppropriated      for 

dividends 1,714,571  50       2,739,435  50     1,024,864  00 


Deficit $43,824  74 

Surplus $2,875,421  39  $2,919,246  13 

Surplus  July  1st,  1908  $14,393,856  44 

Carried  to  surplus  as  above  2,875,421  39 


Surplus  June  30th,  1909   $17,269,277  83 


Statement  of  expenses  for  the  year: 

operating  and  general  expenses,  including  taxes   $18,211,475  90 

Rental  of  leased  linos   1,542,520  24 

Maintenance  and  reconstruction  of  lines  3,124,093  11 

lilquipment  of  offices  and  wires    315,876  41 


Total   expenses   as   above    $23,193,965  66 


Balancf  Sheet  —  June  30,  1909. 

Assets, 

Telegraph   lines,  Ftocks   owned   of  leased   telegraph   companies 
that  are  merged  in  Western  Union  Co.'s  system,  franchises, 

patents,  etc $124,080,020  48 

Stocks   and   bonds   of   leased   telegraph   companies   received   in 

exchange  for  collateral  trust  bonds 8.645,000  00 

Stocks  of  not  leased  telegraph  companies,  and  other  securities. .      17,798,67^  36 

Real  estate 5,088,359  18 

Supplies  and  material  in  supply  departments I,243s471  90 

Simdrv  accounts  receivable,  etc 2.295,537  13 

Cash  in  treasury  and  in  hands  of  agents    (since  remitted  to 

treasury) 3,168,903  07 

$162,316,864  12 


t 
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LiabilUies, 

Capital  stock    $99,817,100  00 

Funded  debt   38,645,000  00 

Qold  and  Stock  Telegraph  Co.  for  stocks  of  other  companies 

held  through  lease  of  that  company  until  1981 1,946,592  00 

Sundry   accounts   payable,   etc.    (including   dividend   July    15, 

1909) 3,040,710  26 

Surplus  of  income  prior  to  October  1,  1881,  appropriated  for 
construction  and  acquisition  of  telegraph  lines  and  property 
(in  excess  of  the  $15,526,590  capital  stock  distributed  in 
1881  on  account  of  such  appropriations  of  income  during  the 

15  years  preceding)    1,598,184  03 

Surplus  of  income  subsequent  to  October  1,  1881 
($16,639,517.92),  plus  the  proportion  of  surplus  of  income 
prior  to  October  1,  1881  ($629,759.91),  that  was  not  appro- 
priated as  above   17,269,277  83 


$162,316,864  12 
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The  figures  submitted  in  this  report  are  naturally  favored  by  a  comparison 
with  the  adverse  conditions  of  the  previous  year,  as  indicated  in  my  last 
annual  report,  but  irrespective  of  this  comparison  they  show  that  the  com- 
pany lias  participated  fully  in  the  marked  improvement  in  all  lines  of  business 
which  is  being  experienced  throughout  the  country.  5,682|152  more  messages 
were  handled  than  during  the  preceding  year,  with  a  .resultant  gain  of 
$1,958,860.46  in  the  gross  revenues  of  the  company,  which  uijCder  all  the  con- 
ditions  makes  a  satisfactory  comparison  with  the  figures  of  pcAvlous  years. 

An  increase  of  3,036  miles  in  the  mileage  of  poles  and  cables'  is  shown,  with 
an  increase  of  23,070  miles  of  wire,  of  which  14,200  miles  is  copper.  The 
number  of  oHices  has  been  increased  to  24,321,  due  in  part  to  the  re-opening 
of  some  of  the  offices  temporarily  closed  by  railroad  companies. 

Disbursements  on  construction  account  aggregated  $947,295.77,  or 
$191,210.97  less  than  last  year. 

Contracts  covering  4,073  miles  of  railroad  were  clo«ed  during  the  year  with 
the  following-named   companies: 

AxN  Arbor  Railroad  Company, 
Central  of  Georgia  Railway  Company, 
St.  Louis  &  Hannibal  Railway  Company, 
Wabash  Railroad  Company, 
Washington  County  Railway  Company, 
montpelier  &  welr,s  rlver  railroad  company, 
Virginian  Railway  Company. 

A  dev-^lopment  since  the  close  of  the  fiscal  year  is  the  sale  of  the  company's 
holding  of  Now  York  Telephone  Company  stock.  The  plans  of  that  company 
for  acquiring  other  telephone  properties  involved  the  raising  of  a  large  amount 
of  additional  capital  by  the  sale  to  stockholders  of  an  issue  of  $39,000,000  of 
new  stock.  It  was  thought  inadvisable  for  the  telegraph  company  to  under- 
take to  raise  the  large  sum  required  for  its  proportion  of  the  new  issue,  and 
advantage  was  taken  of  a  favorable  opportunity  to  dispose  of  our  minority 
interest  in  Uie  telephone  company  to  the  American  Telephone  and  Telegraph 
Company.  In  connection  with  this  sale  arrangements  hi^ye  been  made  for 
retiring  on  May  Ist,  1912,  the  $10,000,000  four  iier  cent,  convertible  bonds  of 
this  company  which  are  redeemable  at  the  pleasure  of  the  company  on  and 
0f(i^r  that  date. 
f^    ^  Respectfully  submitted, 

Robert  C.  Clowry, 

President. 


Appendix  to  Annual  Report. 
Securities  belonging  to  the  Company  and  held  by  the  Treasurer: 

Stocks. 

No.  Shares.  Par  Value. 

Anglo-American  Telegraph  Co £1,308 

American  District  Telegraph  Co.  of  New  Jersey. .        7,835 $783,600  00 

American  Speaking  Telephone  Co 12.075 1,207,500  00 

Chicago  &  Mississippi  Telegraph  Co 2,600 125,000  00 

Chicago  &  St.  Paul  Telegraph  Co 540 54,000  00 


Ko.  Slim 

("alifuniLs  Slate  TiOegrnpli  Co 2:i.Hi«, , 

Continental  Telpgrapli  Co 5,fi28 , , 

Dominion   Telegraph   Co 5.7m . . 

Delaware  River  Telegraph  Co 1,311 . . 

East  Tenijessee  Telegraph  Co 513. , 

Franklin   Telegraph   Co 0,320.. 

Gold  A  Stock  Telegraph  Co 14,438. , 

International  Oeean  Telegraph  Co 231 . . 

Illinois  A  Mississippi  Telegraph  Co 2.007. , 

Lynchburg  tt  AbingdQQ  Telegraph  Co 272. . 

•New  York  Telephone  Co 162,218. 

Ohio  4  Mississippi  Telegraph  Co 1,029. 

Pacific  4  Atlantic  Telegraph  Co 59.326. 

Philadelphia  Local  Telegraph  Co 8,000. 

Southern  4  Atlantic  Telegraph  Co 15,H19. . 

Vermont  4  Boston  Telegraph  Co 2,305 , 

Wealern  Union  Telegraph  Co 301, 

Waaliington  4  Xew  Orleans  Telegraph  Co 10,tl30, 


Par  Value. 

S2.391.600  UO 

131,700  00 

288,300  00 

32.775  00 

26.650  00 

632.000  00 

1,443,800  00 

23,100  00 

100.350  OO 

27,200  00 

16,221,800  00 

81,450  00 

1,458,160  00 

200,000  OO 

380,475  00 

119,750  00 

30,100  00 

531,050  00 


Securities  owned  hy   the   Company,   and  held  by   the   Mercantile  Trust  C«. 
as  Trustee,  in  exchange  lor  collateral  trust  bonds: 


Xo.  Shares. 

Gold  4  Stock  Telegraph  Co 11.118. . 

International   Ocean  Telegraph   Co 1B.615. . 

New  York   Mutual  Telegraph   Co 85,508.. 

Maine  Telegraph   Co..  2,220. . 

Mutual   Union   T.-fccraph   Co Bonds. . 

Washington  4  Xeu^rleans  Telegraph  Co 600. . 


Par  Value. 
Sl,l  11,800  00 
1.061,500  00 
2,387,700  00 
111,000  00 
3,043,000  OO 
30,000  00 


■a  of  the  New  Voik  TelepboDe  Co.  stock'are  held  li.v  the  E 
>.  aa  Trustee,  lo  Mciire  coDvertihle  redeemable  bonds. 


EXHIBIT  48. 

(Omitted   by  direction  of  the  Commission.) 
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EXHIBIT  49. 


Letter  from  George  Gray  Ward,  Vice-President  and  General  Manager 

Commercial  Cable  Company. 

THE  COMMERCIAL  CABLE  COMPANY, 

Postal  Telegraph  Building, 

253    Broadway,   Xew    York. 

January  14,  1909. 

To  the  Commit  tee  on  Foreign  and  Insular  Trade,  Xew  York  Board  of  Trade 
and  Transportation,  Xew  York  City: 

Dear  Sirs. —  My  attention  has  been  culled  to  the  fact  that  on  December  9th 
your  Committee  was  directed  by  your  organization  to  con-iider  international 
submarine  cable  matters,  including,  as  I  understand  it,  the  reasonableness  of 
the  present  submarine  cable  rates.  I  am  very  glad  this  has  been  done  by 
Riich  a  representati^e  commercial  body  as  the  Xew  York  Board  of  Trade  and 
Transportation  because  it  enables  me  to  lay  before  you  and  your  Board 
certain  facts  which  are  not  commonly  known  to  the  commercial  public,  and 
which,  in  my  opinion,  answer  completely  the  arguments  of  those  who  for  some 
time  past  have  been  carrying  on  an  agitation  against  the  cable  companies. 

This  agitation  has  been  based  largely  on  the  unwarranted  statement  that 
there  is  a  combination  of  the  Atlantic  Cable  Companies,  and  that  this  com- 
bination maintains  very  high  cable  rates  to  the  injury  of  international  trade. 
So  far  as  The  Commercial  Cable  Company  is  concerned  the  statement  i«  false. 
The  Commercial  Cable  Company  is  entirely  free  and  independent.  It  was  The 
Commercial  Cable  Company  that  caused  rates  to  be  reduced  from  50  cents  per 
word  to  25  cents  per  word. 

The  statement  that  25  cents  per  word  is  a  high  rate  and  that  it  discourages 
trade  is  not  in  accord  with  the  facts  as  ascertained  by  experience.  A  number 
of  years  ago  the  Atlantic  cable  rate  was  reduced  to  twelve  cents  per  word,  and 
that  low  rate  continued  for  two  years  and  four  months.  This  thorough  and 
costly  test  proved  that  the  reduction  of  the  rate  to  such  a  very  low  figure 
produced  only  a  ten  per  cent,  increase  in  the  volume  of  traflSe.  while  the 
receipts  were  diminished  by  nearly  one-half  in  cash.  The  cable  business  was 
done  at  a  loss.  The  restoration  of  the  rates  to  25  cents  per  word  was  a 
necessity. 

Moreover,  less  than  one  per  cent,  of  the  public  use  the  cables,  and  a  reduc- 
tion of  cable  rates  would  merely  mean  increased  profits  to  that  one  per  cent, 
to  the  ruin  of  the  cable  companies.  In  1002  there  was  a  similar  agitation  for 
a  reduction  of  cable  rates  and  the  question  was  brought  before  the  British 
Government,  which  appointed  a  Committee  to  examine  the  rates  and  to  report 
how  far  they  were  fair  and  reasonable,  and  that  Committee  after  going  into 
tlie  question  most  exhaustively  said: 

"  The  Atlantic  Companies  provide,  under  the  influence  of  competition, 
an  efficient  service  at  a  low  rate,  which  they  have  attempted  unsuccess* 
fullv  to  reduce  still  further." 

It  is  a  well  known  fact  that  since  the  above  report  was  made  operating 
expenses  in  all  large  enterprises  have  greatly  increased.  Therefore,  the  repcwi 
is  more  forceful  now  than  it  was  six  years  ago. 
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The  disposition  of  the  cable  companies  to  meet  public  requirements  is  con- 
spicuously shown  in  their  attitude  towards  code  language  employed  to  con- 
dense despatches  and  so  reduce  the  charges  for  cable  transmissions.  Those 
who  use  the  cable  day  by  day  are  highly  expert  in  devising  cipher  codes,  ivhich 
enable  them  to  express  many  words  by  one  word.  Originally  these  code  words 
had  to  be  selected  from  dictionaries  and  were  therefore  confined  to  genuine 
words.  Owing  to  the  complaints  that  the  restriction  to  genuine  words  did  not 
give  merchants  a  sufficient  range  of  words  to  make  up  efficient  codes  the  cable 
companies  have  gradually  relaxed  their  rules  and  have  admitted  artificial  or 
manufactured  words,  which  are  supposed  to  have  some  semblance  to  real 
words.  Tlie  extent  to  which  advantage  has  been  taken  of  this  liberality  may 
be  judged  from  the  follow^ing  example  of  artificial  codewords,  taken  from 
actual  cablegrams,  alleged  to  be  pronounceable. 

Nofebawuma  phidvuztaf  itaeomelis  kiuvwuvgaw  exsexaicgu  ecsawofyid 
zylemuzzop  gabaqabaka  pawymgicob  wowylhybow  jorthpezut  vrtferverd 
guasyabjcy,  eqkeyefogi  uqbijegotu  uhkycokhyz. 

Each  of  these  so-called  words  really  represents  ten  figures;  the  ten  figures 
are  two  groups  of  five  figures;  and  each  group  of  five  figures  represents  a 
separate  code  word  and  each  code  word  easily  represents,  on  the  average,  at 
least  ten  plain  words.  The  net  result  is  that  each  of  the  above  so-called  code 
words,  representing  at  least  twenty  words  in  plain  language,  is  transmitted  at 
a  total  cost  of  twenty-five  cents. 

The  cable  companies  are  transmitting  these  notwithstanding  that  they  are 
an  imposition.  The  Postmaster  General  of  Great  Britain  in  a  letter  to  the 
London  Chamber  of  Commerce  characterized  them  as  an  abuse.  It  will  be 
noticed  that  the  above  so-called  words  contain  only  ten  letters  each.  This  is 
only  because  the  International  Regulations  fix  that  limit;  were  it  not  for 
fhat  limit  it  is  probable  that  the  above  entire  cablegram  would  have  been 
tun  together  and  presented  for  transmission  as  a  single  word  of  160  letters  to 
be  transmitted  at  a  cost  of  twenty-five  cents.  It  is  almost  impossible  to 
transmit  by  cable  the  above  words  rapidly  and  correctly,  and  yet  any  change 
or  omission  of  even  one  letter  would  make  an  entirely  different  meaning.  To 
transmit  artificial  codewords  by  cable  is  most  difficult.  To  transmit  them 
with  speed  is  impossible.  There  is  nothing  in  those  words  to  guide  the 
receiving  operator,  and  the  ever  varying  electric  and  magnetic  forces  of  the 
earth  produce  in  the  cables  electrical  disturbances  which  interfere  seriously 
with  the  cable  signals,  modifying  and  even  eliminating  them. 

The  result  is  that  the  carrying  capacity  of  a  cable  is  reduced  over  twenty- 
five  per  cent.  In  addition  to  that,  many  of  the  above  so-called  words  have  to 
be  repeated.  This  places  upon  the  cables  a  large  amount  of  unremunerated 
work,  as  repetitions  are  not  charged  for.  It  also  delays  a  great  deal  of  paid 
Work.  By  reason  of  all  this  the  earning  power  of  a  cable  is  very  greatly 
reduced,  while  the  expense  for  operating  is  increased. 

The  point  is  made  by  the  agitators  that  codes  are  a  luxury  of  the  rich.  That 
is  not  true.  The  cable  companies  have  standard  codes  at  their  offices  which 
the  public  are  at  liberty  to  use  without  charge,  or,  if  the  customer  prefers,  he 
may  purchase  an  ordinary  code  at  a  small  price.  There  are  excellent  codes 
which  may  be  purchased  for  fifty  cents.  Travellers*  codes  are  distributed  free 
by  bankers  and  merchants  as  advertisements.  By  the  aid  of  these  codes  a 
message  may  be  cabled  from  Europe  to  America  or  America  to  Europe  for 
seventy-five  cents. 
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When  it  is  borne  in  mind  that  ninety-eight  per  cent,  of  the  cable  messagea 
are  in  cipher  code  and  each  code  word,  as  explained  above,  represents  at  least 
twenty  plain  w^ords,  it  will  be  seen  that  cablegrams  in  code  bring  the  rate 
down  to  less  than  two  cents  a  word  for  the  translated  message. 

There  is  another  very  important  thing  to  be  considered:  Because  of  the 
difference  in  time  between  Europe  and  America  the  business  hours  common 
to  both  countries  are  only  three  or  four.  It  is  imperative  that  the  cable 
companies  shall  have  ample  facilities  to  transmit  with  reasonable  despatch 
all  the  business  offered  on  both  sides  of  the  Atlantic  during  those  hours.  The 
consequence  is  that  a  great  volume  of  cable  business  is  crowded  into  those  three 
or  four  hours,  and  if  the  cables  were  unable  to  transmit  it  within  those  three 
or  four  hours  a  large  portion  of  it  would  not  be  presented  for  transmission  at 
all.  If  it  were  not  for  this  public  need,  one-half  the  cables  in  the  Atlantic 
would  be  sufficient  to  carry  all  the  traffic  that  would  be  offered.  This  providing 
of  the  facilities  necessary  to  take  care  of  the  business  at  its  highest  pressure 
point  during  those  hours,  is  what  increased  the  original  outlay,  and  makea 
the  expenses  of  operating  and  maintenance  high.  The  estimates  of  inex^ 
perienced  persons  take  no  note  of  the  fact  that  in  order  to  transmit  a  given 
quantity  of  matter  in  a  given  time  many  cables  are  needed,  because  of  the 
physical  inability  of  a  cable  to  do  more  than  a  limited  amount  of  work  per 
hour. 

The  suggestion  that  the  British  government  purchase  the  cables  is  imprac^ 
ticable  because  the  American  government  would  not  allow  another  govern^ 
ment  to  land  a  cable  on  its  shores,  just  as  the  British  government  would 
not  allow  the  American  government  to  land  a  cable  on  the  shores  of  Great 
Britain.  This  is  because  a  government  may  control  and  regulate  a  private 
corporation,  but  cannot  control  a  foreign  government,  and  the  consequence  of 
a  difference  of  opinion  might  be  war.  The  scheme  of  having  the  Canadian 
government  lay  an  Atlantic  cable  to  England  is  not  open  to  this  particular 
objection,  but  that  project  is  nothing  more  nor  less  than  using  the  taxpayers^ 
money  to  carry  on  a  business  at  a  loss,  to  the  ruin  of  cable  property,  which 
is  already  in  the  Atlantic,  aggregating  over  $100,000,000  in  value.  A  similar 
suggestion  was  made  in  1902  and  the  British  government  committee  above 
referred  to,  reported  as  follows: 

"  We  are  not  in  favor  either  of  the  working  of  cables  by  the  State  at  a 
loss  or  of  the  subsidizing  of  private  cables  on  commercial  grounds,  both 
of  which  courses  appear  to  us  to  burden  the  general  taxpayer  unfairly  for 
the  benefit  of  a  special  class. 

"  The  laying,  working,  and  maintenance  of  a  cable  requires  the  expendi'^ 
ture  of  a  definite  and  substantial  amount  of  capital;  and  the  carrying 
capacity  secured  in  return  is  Iimite<1.  It  must  not  always  be  assumed 
that  an  increase  of  traffic  is  necessarily  a  benefit  to  the  company  con^i 
cerned.  So  long  as  the  cable  is  not  worked  to  its  full  capacity  increase  of 
traffic,  unless  accompanied  by  a  heavy  increase  in  working  expenses,, 
implies  an  increase  in  not  revenue.  But  when  the  increase  is  so  great  as 
to  necessitate  the  laying  of  a  new  cable,  the  case  is  different;  and  it  will 
be  obvious  that  at  a  certain  point,  a  limit  is  reached  beyond  which  reduc^^ 
tions  in  rates  cannot  possibly  be  made.  Even  when  the  cables  of  a  com-* 
pany  are  fully  occupied,  messages  cannot  be  carried  below  a  rate  which  will 
provide  for  interest  on  capital,  expenses  of  working,  maintenance,  and 
80  on." 
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The  amount  expended  by  all  cable  companies  for  maintenance  and  repairs 
is  enormous  —  the  total  sum  is  little  realized  by  the  public.  For  instance,  it  is 
Tjosting  The  Commercial  Cable  Company  over  $70,000  a  year  to  maintain  a 
special  sea-going  repairing  steamer  at  the  wharf,  on  the  American  side,  in 
readiness  to  proceed  to  sea  at  short  notice,  and  in  addition  thereto  a  large 
amount  is  expended  when  the  steamer  puts  to  sea  to  repair  a  cable.  Then 
there  is  the  expense  of  repairing  the  cables  themselves.  Sometimes  a  single 
break  costs  over  $50,000  for  repairs,  and  often  it  is  necessary  to  put  in  from 
ten  to  fifty  miles  of  new  cable,  which  increases  the  maintenance  and  cost  of 
)t*pair  to  a  still  larger  figure.  On  one  occasion  it  cost  The  Commercial  Cable 
Company  $92,000  for  a  single  repair.  Last  year  the  company  paid  $127,000 
for  the  use  of  other  cable  repairing  ships,  and  this  was  in  addition  to  the 
expense  of  the  Company's  own  steamer.  At  times  The  Commercial  Cable  Com- 
pany has  had  three  cable  repairing  ships  all  at  work  simultaneously. 

The  Canadian  proposal  to  confine  Canadian  cables  to  Canadian  business  is 

impracticable,  as  has  been  demonstrated  frequently  in  Europe  in  the  past. 

If  the  Canadian  rate  to  Great  Britain  were  cheaper  than  the  United  States 

rate  to  Great  Britain  this  would  create,  in  the  United  States,  agencies  known 

«s  "  packers,"  with  Canadian  connections,  the  Canadian  connections  to  receive 

from  and  send  to  the  agencies  in  the  United  States  messages  transmitted  by 

the  Canadian  cables  at  the  cheaper  rate.     The  result  of  a  Canadian  British 

.  governmental  cable  would  be  that  it  would  be  used  chiefly  by  the  Americans, 

at  a  reduced  rate,  at  the  expense  of  the  Canadian  and  English  taxpayers,  the 

same  as  is  actually  now  the  case  with  the  Canadian-Australian-Paciflc  cable, 

which  cost  some  $10,000,000  and,  I  am  informed,  is  used  chiefly  by  Americans. 

The  willingness  of  the  public  to  pay  for  rapid  cable  service  is  shown  by  the 

fact  that  at  the  present  time,  and  day  by  day,  messages  between  English  points 

&nd  Continental  European  points  are  cabled  from  England  to  New  York  and 

from  New  York  back  to  the  Continental  European  points  at  a  cost  of  fifty 

t^nts  a  word,  although  such  messages  might  be  sent  direct  from  England  to 

those  points  at  an  average  of  not  more  than  four  cents  a  word,  the  public  being 

^villing  to  pay  voluntarily  twelve  times  as  high  a  rate  in  order  to  get  first 

t^lass  service. 

The  twenty-five-cent  rate  is  a  fair  rate.    It  is  no  more  than  is  necessary  to 
pay  operating  expenses  and  to  keep  the  plant  in  thorough  repair  and  readi- 
ness to  furnish  the  best  possible  service  in  point  of  regularity,  accuracy  and 
-speed  and  to  pay  a  very  reasonable  return  on  the  money  invested.    The  service 
rendered  is  worth  the  money  and  cannot  be  rendered  for  less.    The  only  com- 
parison to  be  made  with  it  is  the  State-owned  British  Pacific  cable,  which  in 
its  best  year  compelled  the  taxpayers  to  increase  their  taxes  to  the  amount  of 
£62,362  per  annum.     After  thirty-nine  years'  experience  in  meeting  the  de- 
mands of  the  public  for  a  first-class  cable  service  I  am  confident  that  merchants 
who  depend  upon  the  rapid  and  accurate  transmission  of  their  messages  to 
-carry   into   effect   important   and  valuable   business   transactions,   would   not 
receive  the  efficient  service  from  a  government  cable  that  they  are  at  present 
receiving   from   Atlantic   cable   companies,   stimulated   as   they   are   by   keen 
xrompetition. 

Referring  to  certain  proposals  recently  made  in  England,  we  pass  over  the 
proposals  of  the  extremists  for  two-cent  rates  and  confine  ourselves  to  the 
proposal  to  force  reductions  by  means  of  government  owned  cables.     If  the 


1194  [Senate 

# 

proposed  cables  be  laid  and  the  proposed  reductions  be  forced  the  earnings  will 
not  equal  operating  and  maintenance  expenses.  The  consequence  must  be  finan* 
cial  bankruptcy  to  private  enterprise,  which  cannot,  like  the  government,  col- 
lect its  deficits  from  the  people  in  the  form  of  taxes. 

The  Atlantic  cable  rate  is  the  lowest  cable  rate  in  the  world,  except  where 
a  government  pays  the  deficit  by  taxes. 

As  you  are  aware  the  railroad  companies  have  recently  found  it  necessary 
to  increase  their  freight  rates  throughout  the  country  and  in  view  of  the  con« 
fitantly  increasing  cost  of  operating  expenses,  labor,  supplies  and  general  main^ 
tenance,  it  seems  to  me  somewhat  extraordinary,  to  say  the  least,  to  have  a 
proposition  advanced  that  submarine  cable  rates  be  reduced  while  all  other 
quasi  public  rates  are  being  advanced,  so  far  as  I  am  informed,  excepting 
where  the  government  pays  the  bills,  as  in  the  case  of  international  postage. 
Even  the  English  government  in  India  is  about  to  raise  the  telegraph  rates, 
an  increase  of  50  per  cent,  being  contemplated. 

The  Commercial  Cable  Company  has  kept  its  promise  and  given  the  public 
the  benefit  of  a  real  and  vigorously  active  competing  service  at  a  fair  and 
reasonable  rate.    Its  competition  is  an  honest  competition. 

Yours  very  truly, 

Geo.  Gray  Ward, 

Vice-President  and  General  Manager, 


EXHIBIT  50. 


Statement  Showing  Cash  Deposited  in  Land  Lines  Account  by  New 

England  Telegraph  Company  for  Year  1908. 
1908. 

January $7,220  95 

139,848  65 


$147,069  60 
•7,538  60 


$154,608  20 


February 8,678  21 

135,510  44 


144,188  65 
•6,937  85 


151,126  50 


March 9,425  91 

374  10 


129,894  46 

139,694  47 

•7,682  71 


147,377  18 


•Leased  wires. 
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1008. 

April .*1).28.3   17 

298  70 
148,399  84 

$157,083  71 

♦7,413  68 

May 9,008  54 

309  92 
133.641  99 

142,960  45 

♦6,885  72 

June 13,618  35 

483  83 
153,461  68 

167,563  86 

•6,639  68 

July 11.233  17 

421  46 
134,376  82 

146,031  45 

•6,710  20 

August 10,223  12 

387  19 
139,313  75 

149,024  06 

♦6,631  61 

September 14,964  72 

431  91 
147,169  41 

162,566  04 

•7,923  87 

October 13,573  40 

493  57 
173,550  66 

187,626  63 

♦7,424   17 

November 13.873  03 

520  50 
162,852  40 

177,245  03 

♦6,717   10 


$165,307  39 


149,846  17 


174,103  64 


152,741  65 


166,566  67 


170,489  91 


195,050  80 


183,963  03 


♦  J^eaned  wires. 
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1008. 


Dec^^mbor $J2,337  88 

400  14 


173,176  98 

$185,915  00 

•7,419  33 
$192,334  33 


$1,993,594  37 


EXHIBIT  51. 


Statement  Showing  Cash  Deposited  in  Land  Lines  Account  by  New 

England  Telegraph  Company  for  year  1909. 

1909. 

January $10,113  61 

438  49 
164,986  71 

$175,538  81 

•6,910  99 

$1S2,4-I9  80 

February 8.552  79 

330  16 
155,785  72 

164,668  67 

•8,023  52 

172,692  19 

March 11,642  66 

492  36 
164,636  87 

166J71  89 

•6.100  10 

172,»71  99 

April 12,802  77 

466  16 
172,660  14 

185,929  07 

•4.312  63 

190,241  70 

May 11,549  16 

726  99 
163,808  73 

176.084  88 

•4,533  83 

180,618  71 

•  Leased  wires. 
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ID09. 

June $18,313  89 

739  16 
171,906  39 

July 14,849  72 

289  32 
156,510  21 

August   14,011  56 

761  79 
151,301  66 

September 16,657  18 

602  80 
166,469  81 

October 18,736  07 

626  73 

185,348  87 

KoTember 14,666  86 

649  83 
181,046  53 

December 13,521  09 

194,704  09 


$190,959  44 
•4,683  39 


171,649  25 
•6,828  31 


106.065  01 
*4,492  82 


183.710  7!) 
•5,029  52 


204,011  07 
♦6,n07  9!) 


190,353  22 
•6,398  62 


208,22r)  18 
♦4,422  42 


$195,642  83 


178,477  66 


170,567  83 


189,349  31 


211,619  66 


202,751  74 


212,647  60 


•152,259,820  02 


•  Leased  wires. 
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Statement  of  United  States  and  Hasrti  Cable  Company's  General  Traffic. 
UNITED  STATES  AND  HAYTI  COMPANY'S  GENERAL  TRAFFIC. 

*'NOKTH  "    TO    THE    UNITED    STATES    AND    EUROPE. 


No.  of 

Date.  1909.  Messages. 

January 2,002 

February 1,887 

March    1.409 

April 2,273 

May 2,470 

June 2,220 

July 2,402 

August 2,400 

September l.i)25 

October 2,271 

November 1.331 

December 1,892 

Total 24,154 


Number  of 

Words. 

Half  rates, 

Half  rates, 

(xovernnient. 

Ordinary. 

Press. 

8,611 

11,416 

1,4^ 

4,921 

10,757 

1,067 

3,237 

8,732 

698 

5,724 

14,454 

4,830 

4,941 

14,697 

2,437 

3,835 

13,119 

1,432 

6,613 

13,653 

992 

6,506 

13,902 

829 

2,339 

8,264 

638 

3,698 

13,101 

990 

1,962 

7,102 

2,438 

2,461 

10,707 

701 

54.848 

139.904 

18,540 

"  South  "  from  United  States  and  Europe. 


Date.  1900. 

January  .  .  . 
February  .  .  . 
March  ..'... 

April 

May 

June 

July 

August  .  .  .  . 
September  .  . 
October  .  .  . 
November  .  . 
December  .  . 

Total  .  . 


NUMBFJt   OF 

Words. 

No.  of 

Half  rates. 

Half  rates. 

^tc^sages. 

(lovernment. 

Ordinary. 

Press. 

1.744 

6,399 

10,684 

28 

1,596 

2,442 

10,380 

14 

l,3r)2 

2,036 

8,429 

•  •    •   • 

1,888 

4,324 

12,065 

148 

2,100 

3,654 

12,956 

53 

1.995 

2,773 

12,710 

147 

2,122 

4,533 

13,397 

44 

1,966 

6,245 

12,232 

•   •    •   ■ 

1,496 

1,272 

9,092 

•   •   •   • 

2,147 

625 

13,004 

404 

1.241 

954 

7,080 

703 

1,855 

2,870 

10,606 

•   •   «   • 

21,502 

36,127 

132.635 

1,541 
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EXHIBIT  53. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  64. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  55. 


Letter  from  New  England  Telegraph  Company. 

.Head  into  evidence,  page  740. 


EXHIBIT    56. 


Statement  of  Expenses  of  American  Telephone  and  Telegraph  Company 
Chargeable  to  New  York  Telephone  Company. 

STATEMENT  OF  EXPENSES  INCURRED  BY  THE  A.  T.  &  T.  COMPANY 
WITHIN  THE  TERRITORY  OF  THE  NEW  YORK  TELEPHONE  COM- 
PANY FOR  THE  YEAR  ENDING  DECEMBER  31st,  1908. 

Operating  Expenses. 

Salaries  and  wages $232,528  74 

Rent,  light  and  heat   40.017  21 

Traveling 2,158  72 

Incidental 20,947  32 

$295,651  99 


Gkxebal  Expense. 

Salaries  and  wages   ,. $16,561  47 

Rent 3.080  00 

Traveling 1,557  00 

Postage,  printing  and  stationery 3.981  00 

Legal ' 23,601  00 

Incidental 1,489  00 

50,329  47 
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Maintenance. 

Salaries  and  wages    $d0,818  94 

Rent,  light  and  heat  8,727  07 

Material 5,437  74 

Traveling 1,326  64 

Incidental 2,873  34 

Freight  and  cartage  282  52 

D.  &  C 1,151  74 


$80,617  8» 
$426,509  3& 


EXHIBIT  67. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  58. 


Statement  of  Elamings  and  Expenses  of  American  Telephone  and 

Telegraph  Company. 

AMERICAN  TELEPHONE  AND  TELEGRAPH  COMPANY. 

Estimated  Statement  of  Earntngs  and  Expenses  fob  Intra  and  Inte^ 
State  Business,  Including  Trans  State,  fob  the  State  of  New  Yobk» 
FOB  Yeab  1908,  Excxuding  Leased  Wise  Earnings  and  Expenses. 

A.  T.  &  T.  Co.         N.  Y.  Tel .  Co.  ToUl. 

Plant $4,158,256  62        $1,721,841  65        $5,880,098  27 

Earnings : 

Tolls $080,816  42  $394,298  26  $1,375,114  68 

Rentals 23,609  30  3,695  30  27,304  6e 

Sales 1,705  05             1,705  05 

$1,006,130  83  $397,993  66        $1,404,124  39 

Expenses : 

General $15,011  99  $60,975  59  $75,987  58 

Operating 104,587  52  327,694  67  432,282  1» 

Maintenance 105,682  45  129,477  16  235,159  61 

Rentals 16,076  15  80,893  89  96,970  04 

Taxes 82,610  29  48,030  48  130,640  77 

$323,968  40  $647,071  79  $971,040  1» 
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A.  T.  &  T  Co.  N.  Y.  Tel.  Co.  Total. 

Depreciation $332,660  53  $137 J47  33  $470,407  83 


$656,628  93 


$784,819  12         $1,441,448  04 


Net  profit $349,601  90 

Net  loss    


$386,825  56 


Rate  of  profit, 
Rate  of  loss . . 


SAWo 


22.47% 


$37,323  65 


.635% 


A.  T,  d  T.  Co. 

Plant $4,282,160  01 

Less  leased  wires   123,903  39 


$4,158,256  62 


N.  y.  Telephone  Co, 

Plant   $1,921,841  65 

Less   leased  wires    200,000  00 


$1,721,841  65 


EXHIBIT  59. 


Statement  of  EUunings  and  Expenses  of  American  Telephone  and 
Telegraph  Company  for  Leased  Wire  Business. 

AMERICAN  TELEPHONE  AND  TELEGRAPH  COMPANY. 

Estimated  Statement  of  Eabnings  and  Expenses  for  IrrrBA  and  Inter 
State  Leased  Wibe  Business  fob  the  State  of  New  Yobk  fob  Year 
1908. 

A.  T.  &  T.  Co.        N.  Y.  Tel.  Co.  Total. 

Plant $123,003  30  $200,000  00  $323,903  39 

Earnings $101,015  60  $161,412  89  $262,428  49 

Expenses : 

General $070  55  $8,314  80  $9,285  35 

Operating 40,160  02  44,685  60  84,845  62 

Maintenance 1,566  09  17,655  06  19,222  05 

Rentals 11,030  88  .  11,030  88 

Taxes 6,549  40  6,549  40 

aa^^^i^HMaMB^H^^^M^M^^MMBHMMw  ^mm^u^^m^^m^^^^mm^^m^^m^^t^^^^^  ^v^HI^^^^-^^^^^^BMMB^i^HMHMAa^ 

$42,696  66      $88,236  64     $130,933  30 
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Depreciation  , 

Net  profit  .   . 
Rate    profit.    . 


A.  T.  &  T  Co. 
$9,912  27 

N.  Y.  Tel.  Co. 
$16,000  00 

Total. 
$25,912  27 

$52,608  93 

$104,236  64 

$156,845  57 

$48,406  67 

$57,176  25 

$105,582  92 

39% 

28 .  59% 

32.60% 

EXHIBIT  60. 


Scheme  for  Apportioning  Earnings  and  Expenses  of  American  Telephone 

and  Telegraph  Company. 

Eabninos. 

Tolls  and  leased  wires,  take  actual  business  between  points  and  deduct  the 
pro  rata  on  the  basis  that  the  total  pro  rata  allowed  all  companies  bears  to 
the  total  business. 

For  pole  and  roof  rental,  use  actual  amount  received. 

Expenses. 

For  general  expense,  take  the  mean  between  earnings  and  plant  for  DiTision 
No.  1. 

For  operating  expense,  take  actual. 

For  maintenance  expense  on  the  basis  of  miles  in  New  York  State  to  the 
total  miles  in  Division  No.  1. 

For  conduit,  pole  and  roof  rent,  take  actual. 

For  taxes,  take  actual. 


No.  38.] 
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EXHIBIT  62. 


Contract  Between  American  Telephone  and  Telegraph  Company  and 

New  York  Telephone  Company. 

MEMORANDUM  OF  AGREEMENT,  made  this  l&th  day  of  February,  1903, 
between  the  Amebican  Telephone  and  Telegraph  Company,  of  the  first 
part,  and  the  New  Yobk  Telephone  Company,  of  the  second  part: 

Whebeas,  the  first  party  has  constructed  or  acquired  certain  plant  for 
the  operation  of  its  long  distance  business  within  the  territory  of  the  second 
party,  and  the  said  parties  hereto  now  desire  to  provide  for  an  adjustment 
of  their  mutual  accounts,  it  is  agreed  by  the  parties  hereto  as  follows: 

1.  All  plant  in  the  territory  of  the  second  party,  including  lines,  switch- 
boards, test  stations,  and  other  property  required  for  the  maintenance  and 
operation  of  such  plant  in  said  territory  shall  belong  to  it,  and  be  main- 
tained and  operated  at  its  expense,  and  for  its  account. 

2.  All  plant  constructed  or  acquired  by  the  first  party  within  the  territory 
of  the  second  party,  shall  be  turned  over  to  the  second  party  as  soon  aa 
practicable,  either  by  assignment  or  by  perpetual  lease,  as  may  be  determined 
by  counsel. 

3.  The  first  party  shall  be  allowed  and  credited  with  all  expenditures  in 
construction  of  such  plant,  with  five  per  cent,  additional  upon  such  expendi- 
tures for  general  supervision. 

4.  The  second  party  shall  receive  the  entire  revenue  from  all  business  which 
both  originates  and  terminates  within  its  territory. 

5.  The  revenue  on  all  long  distance  business  for  which  the  facilities  of 
the  second  party  are  used,  shall  be  divided  between  the  parties  hereto,  in 
proportion  to  the  relative  cost  to  each  party  of  furnishing  the  plant  required 
to  secure  the  revenue,  and  the  cost  of  operation  to  each  party. 

6.  For  terminal  loops,  furnished  by  the  second  party  to  connect  subscribers, 
with  the  long  distance  central  office,  the  second  party  shall  receive  the  total 
rental  earnings;  leased  wire  terminals  not  to  be  considered  as  terminal 
loops. 

7.  The  second  party  shall  l)ear  its  proper  proportion  of  such  general  ex- 
penses of  the  first  party  as  relate  to  the  joint  business  of  the  two  companies. 

8.  Interest  shall  be  adjusted  at  the  rate  of  five  per  cent,  per  annum. 

9.  A  settlement  of  all  accounts  between  the  parties  hereto  shall  be  made 
on  the  above  basis  as  soon  as  possible  up  to  December  31st,  1902,  and  there- 
after, settlements  shall  be  made  monthly,  as  far  as  practicable,  until  tins- 
agreement  shall  be  terminated,  by  six  months'  written  notice  from  either 
party  to  the  other. 

10.  In  case  of  any  disagreement  between  the  parties  hereto  relating  to- 
the  performance  of  any  agreement  herein  contained,  such  disagreement  shall 
be  referred  to  three  disinterested  arbitrators,  one  to  be  chosen  by  each  party, 
and  these  two  to  choose  a  third;  and  the  written  decision  and  award  of 
said  three  arbitrators,  or  of  a  majority  of  them  made  after  due  hearing,  or 
after  reasonable  notice  and  opportunity  for  both  parties  to  be  heard,  shalt 
be  binding  and  final  in  the  premises. 
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In  witness  whereof,  the  parties  hereto  have  hereunto  caused  their  corpo- 
rate names  to  be  subscribed  and  their  corporate  seals  to  be  affixed  by  their 
proper  officers  thereunto  duly  authorized  the  day  and  year  first  above  written. 
AMERICAN   TELEPHONE   AND   TELEGRAPH   COMPANY, 

By  : 

Vice-President. 
Attest: 


Secretary. 

NEW  YORK  TELEPHONE  COMPANY, 

By     

President. 
Attest : 


Secretary. 


EXHIBIT  63. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  64. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  65. 


Statement  Respecting  Franchises  of  New  York  Telephone  Company. 

To  the  Joint  Committee  of  the  Legislature  appointed  pursuant  to  a  concur* 
refit  resolution  of  the  Senate  and  Assembly  for  the  purpose  of  investigate 
ing  the  question  of  extending  the  jurisdiction  and  powers  of  the  Public 
Service  Commissions  to  and  over  tclephane  and  telegraph  companies : 

Pursuant  to  the  request  of  counsel  to  the  Committee  made  at  the  hearing  held 
on  February  4,  1910,  the  New  York  Telephone  Company  hereby  supplements 
the  information  given  to  the  Committee  in  its  report  dated  Nov.  29,  1909| 
concerning  its  franchises  and  rights  generally  with  the  following  information 
"which  particularly  affects  its  franchi.-e  and  rights  in  New  York  city: 
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The  New  York  Telephone  Company  was  duly  incorporated  on  or  about 
June  18,  1896;  under  and  by  virtue  of  the  provisions  of  what  was  then 
Article  VIII,  and  now  Article  IX,  of  the  Transportation  Corporations  Iaw 
of  the  State  of  New  York,  and  all  other  laws  applicable  to  such  a  corporation- 
At  this  time  the  Greater  New  York  Charter  was  not  in  existence  nor  did  it 
take  eflfect  until  January  1,  1898,  except  that  section  73  took  effect  May  4, 
1897. 

Immediately  after  its  incorporation  said  New  York  Telephone  Company 
duly  purchased  and  acquired,  in  the  manner  provided  by  said  Article,  all  of 
the  telephone  and  telegraph  lines,  property,  rights,  privileges  and  franchises 
of  The  Metropolitan  Telephone  and  Telegraph  Company,  including  the  consent 
to  lay  electrical  conductors  underground  granted  to  the  latter  company  by 
the  Board  of  Aldermen  on  December  13,  1881,  a  copy  of  which  is  hereto 
annexed  and  marked  A. 

Said  last  mentioned  company  was  duly  incorporated  on  or  about  May  14, 
1880,  under  the  provisions  of  the  Telegraph  Act  of  1848  and  the  acts  amenda- 
tory thereof  and  supplemental  thereto.  Its  franchise  came  directly  and 
entirely  from  the  State  and  it  was  not  necessary  under  the  law  as  it  then 
existed  to  secure  the  consent  of  the  .New  York  city  local  authorities  in  order 
to  complete  its  franchise  to  carry  on  and  transact  a  telephone  and  telegraph 
business  in  the  streets  of  said  city.  As  stated  above,  however,  it  did  receive 
the  consent  of  the  Board  of  Aldermen  of  the  city  to  lay  its  electrical  con- 
ductors underground.  At  or  about  the  time  of  its  incorporation  said  The 
Metropolitan  Telephone  and  Telegraph  Company  duly  purchased  and 
acquired,  in  the  manner  provided  by  law,  all  of  the  telephone  plant,  lines  and 
equipment  of  the  Gold  and  Stock  Telegraph  Company,  incorporated  in  1867 
under  the  Telegraph  Act,  and  the  rights,  privileges  and  franchises  relating 
thereto,  and  all  of  the  telephone  plant,  lines  and  equipment  of  the  Bell 
Telephone  Company  of  New  York,  incorporated  in  1878,  and  the  rights,  privi- 
leges and  franchises  relating  thereto.  Each  of  these  companies,  the  Gold  and 
Stock  and  the  Bell  of  New  York,  had  been  engaged  in  the  continuous  and 
active  operation  of  a  telephone  plant  and  business  in  the  streets  of  the  city 
of  New  York,  with  the  permission  and  consent  of  said  city,  from  a  date  early 
in  the  year  1878,  or  for  about  two  years  prior  to  the  incorporation  of  said 
The  Metropolitan  Telephone  and  Telegraph  Company.  During  the  period 
following  its  incorporation  said  The  Metropolitan  Telephone  and  Telegraph 
Company,  with  the  consent  and  permission  of  the  proper  authorities,  con- 
structed an  extensive  telephone  and  telegraph  system  and  plant  in  said  city 
and  operated  the  same  up  to  the  month  of  June,  1896,  when,  in  the  manner 
provided  by  said  Article  of  the  Transportation  Corporations  Law,  it  duly 
transferred  and  assigned  all  of  its  telephone  and  telegraph  lines,  property, 
rights,  privileges  and  franchises  to,  and  was  succeeded  by,  the  said  New  York 
Telephone  Company,  which  latter  company  has  ever  since  been  engaged  in  the 
continuous  and  active  construction  and  operation  of  a  telephone  plant  and 
business  in  the  streets  of  said  city  with  the  permission  and  consent  of  all  the 
proper  authorities  having  jurisdiction  in  the  premises,  including  the  Board 
of  Electrical  Control   (see  resolution  attached  marked  B). 

All  requisite  administrative  {lennits  have  been  obtained  from  time  to  time 
and  the  suflSciency  and  validity  of  the  franchise  of  said  New  York  Telephone 
Company  has  been  repeatedly  recognized  by  all  the  proper  authorities  of  the 
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dty,  including  the  Corporation  Counsel,  in  one  of  whose  opinions  on  the 
subject,  bearing  the  recent  date  of  July  10,  1908,  hereto  attached  and  marked 
Q,  he  states: 

"I  am  of  the  opinion,  therefore,  that  the  New  York  Telephone  Com- 
pany, both  through  its  own  franchise,  and  also  through  the  franchise 
acquired  from  the  Metropolitan  Telephone  and  Telegraph  Company,  pos- 
sesses a  good  and  valid  right  and  franchise  to  operate  upon,  over  or  under 
any  of  the  public  roads,  streets  and  highways  of  the  city  of  New  York.'* 
Dated  New  York,  N.  Y.,  February  23,  1910. 

UNION  N.  BETHELL, 

Vice-President  New  York  Telephone  Company, 

State  of  New  York,    ) 
County  of  New  York.( 

Union  N.  Bethell,  being  duly  sworn,  says  that  he  is  a  Vice-President  of  the 
New  York  Telephone  Company  and  resides  at  Montclair,  Essex  county.  New 
Jersey. 

He  further  says  that  the  foregoing  statements  are  true,  full  and  correct 
to  the  best  of  his  knowledge  and  belief. 

UNION  N.  BETHELL. 
Subscribed  and  sworn  to  before  me  this 

23d  day  of  February,  1910. 

J.  M.  Febbt, 
Notary  PuhliCy  New  York  County, 


-A 


M 


Resolution  Adopted  bt  tue  Boabd  of  Aldebmen  of  the  City  of  New  Yobk 

ON  December  13,  1881. 

"  Resolved,  That  permission  be,  and  hereby  is  granted  to  The  Metropolitan 
Telephone  and  Telegraph  Company  to  use  the  streets  within  the  city  of  New 
York  for  the  purpose  of  constructing  and  laying  lines  of  electrical  conductors 
nnderground,  from  time  to  time,  in  tubes  or  otherwise,  and  for  constructing, 
maintaining,  and  using  in  such  streets,  from  time  to  time,  upon,  above  or 
below  the  surface  of  the  ground,  boxes,  vaults  or  other  fixtures  suitable  for 
distributing  and  testing,  from  time  to  time,  the  wires  and  insulators  of  said 
lines,  and  for  access  thereto.  All  excavations  in  streets,  removals  and  replace- 
ments of  pavements  or  sidewalks,  shall  be  done  under  and  according  to  the 
direction  of  the  Commissioner  of  Public  Works.  The  said  Company  in  acting 
under  this  permission,  shall  be  subject  to  so  much  of  the  provisions  of 
Article  XLI  of  chapter  eight  of  the  Revised  Ordinances  of  1880  as  requires 
that  one  wire  in  each  route  shall  be  reserved  for  the  use  of  the  police  and 
one  for  the  fire-alarm  telegraph,  without  charge  to  the  city  and  county  of 
New  York.  For  each  street  opened  and  used  by  the  Company,  under  this 
permission,  for  the  purpose  of  laying  therein  its  lines  of  electrical  conductors. 
It  shall  pay  to  the  city  a  sum  equal  to  one  cent  for  each  lineal  foot  of  such 
street  occupied."  (See  pp.  881  and  882,  Proceedings  of  the  Board  of  Alder- 
men, 1881,  Vol.  CLXIV.) 
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"  B." 

Resolution  Adoted  by  the  Boabd  of  Electrical  Contbol  on  July  9,  1896. 

"Whereas,  The  New  York  Telephone  Company  has  submitted  to  this 
Board  a  certified  copy  of  its  Certificate  of  Incorporation,  from  which  it 
appears  that  said  Company  is  duly  incorporated  under  and  by  virtue  of  the 
provisions  of  Article  VIII.  of  the  Transportation  Corporations  Law,  for  the 
purpose  of  constructing,  maintaining  and  operating  telephone  and  telegraph 
lines  in  the  city  of  New  York,  and  elsewhere,  and  said  Company  is  by  law  duly 
authorized  to  construct,  maintain  and  operate  electrical  conductors  in  the 
public  streets,  avenues  and  highways  of  said  city;  and 

"  Whereas,  Said  New  York  Telephone  Company  desires  to  place  its  con- 
due  tors  underground  in  said  streets,  avenues  and  highways,  in  the  subwayi 
prepared  under  the  authority  of  this  Board,  or  its  predecessors, 

"  Resolved,  That  said  New  York  Telephone  Company  be  and  it  is  hereby 
outhorized  and  empowered  to  lay  and  construct  suitable  wires  or  other 
conductors  in  subways  under  streets,  avenues  and  public  places  of  the  city 
of  New  York  for  conducting  and  distributing  electricity  for  telephonic  and 
telegraphic  purposes  under  the  direction  and  supervision  of  the  Board  oi 
Electrical  Control  subject  to  all  existing  rules  applicable  thereto  and  to  all 
regulations  which  this  Board  may  hereafter  impose  by  resolution  or  otherr 
wise;  such  electrical  conductors  to  be  laid  and  constructed  in  and  through 
the  subways  of  the  Empire  City  Subway  Company,  Limited,  until  the  further 
order  and  resolution  of  this  Board."  (See  page  1604  of  minutes  of  Board  of 
Commissioners  of  Electrical  Subways  and  Board  of  Electrical  Control.) 


(Copy.) 
"  C." 


July  10,  1908. 
Hon.  James  W.  Stevenson,  Bridge  Commissioner: 

Dear  Sir. —  I  am  in  receipt  of  your  communication  under  date  of  April  14, 
1908,   reading  as  follows: 

"  I  enclose  herewith  copy  of  a  communication  received  from  the  New 
York  Telephone  Company,  requesting  permission  to  place  a  small  lead 
encased  cable  on  the  new  Blackwell's  Island  bridge,  from  a  point  near 
First  Avenue  and  60th  Street,  Manhattan,  to  Blackwell's  Island. 

"  I  beg  to  be  advised  if  the  granting  of  such  a  permit  is  a  matter 
within  the  jurisdiction  of  this  department,  or  if  it  is  a  power  reposed 
in  some  other  authority." 

Tlie  communication  referred  to  as  having  been  received  by  you  from  th« 
New  York  Telephone  Company  states: 

"  This  Company  maintains  a  submarine  cable  containing  twenty  wires 
between  the  foot  of  58th  Street,  Manhattan,  and  Blackwell's  Island.  All 
the  wires  in  this  cable  are  used  for  important  circuits  for  the  Fire 
Department,  the  Department  of  Public  Charities,  and  the  Department 
of  Correction, 
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"  The  Commissioner  of  Public  Charities  desires  several  additional 
lines  during  the  current  year,  and  has  inquired  if  the  service  cannot 
be  furnished  by  means  of  cable  on  the  new  Blackwell's  Island  bridge.  A 
cable  on  the  bridge  would  insure  telephone  service  much  less  liable  to 
interruption  than  service  furnished  through  submarine  cable,  the  sub- 
marine cable  being  subject  to  frequent  interruption  on  account  of  the 
rocky  condition  of  the  riverbed  and  the  swift  currents  encountered. 

"  I  would,  therefore,  request  that  permission  be  granted  this  Company 
to  place  a  small  lead  encased  cable  on  the  new  Black  weirs  Island  bridgo 
from  a  point  near  First  Avenue  and  60th  Street,  Manhattan,  to  Black- 
well's  Island." 

By  section  595  of  the  Charter,  the  Commissioner  of  Bridges  has  cognizance 
and  control  — 

"  4.  Of  the  construction,  repair,  maintenance  and  Management  of  all 
other  bridges,  that  may  at  any  time  hereafter  be  constructed  in  whole 
or  in  part  at  the  expense  of  the  city  of  New  York,  or  that  may  be 
acquired  by  said  city  which  extend  across  the  waters  of  a  navigable 
stream,  or  have  a  terminus  in  two  or  more  boroughs.'* 

From  the  wording  of  this  section,  it  clearly  appears  that  any  administrative 
permit  for  the  use  of  the  bridge  must  come  from  the  Commissioner  of  Bridges. 

That  part  of  the  East  river  crossed  by  the  Blackwell's  Island  bridge  is  part 
of  the  citv  of  New  York. 

People  vs.  Prillen,   173  N.  Y.   67. 

The  New  York  Telephone  Company  was  incorporated  under  Article  VIII. 
of  the  Transportation  Corporations  Law  on  the  18th  day  of  June,  1806.  It 
owns  32,870  shares  of  the  33,000  shares  of  the  Metropolitan  Telephone  and 
Telegraph  Company,  and  claims  a  right  to  operate  within  the  city  of  New  York 
not  only  by  virtue  of  its  own  franchise,  but  also  through  its  ownership  and 
control  of  the  franchise  of  the  Metropolitan  Telephone  and  Telegraph  Com- 
pany. 

The  Metropolitan  Telephone  and  Telegraph  Company  was  incorporated  on 
May  13,  1880,  under  the  provisions  of  the  Telegraph  Act,  passed  April  12, 
1B48.  It  has  been  held  that  telegraph  and  telephone  companies  are  of  a 
similar  nature  and  may  both  be  organized  under  this  act. 

The  Common  Council  on  December  13,  1881,  granted  permission  to  the 
Metropolitan  Telephone  and  Telegraph  Company  as  follows: 

"  To  use  the  streets  within  the  city  of  Ne^\'  York  for  the  purpose  of 
constructing  and  laying  lines  of  electrical  conductors^  underground  from 
time  to  time  in  tubes  or  otherwise  and  for  constructing,  maintaining  and 
using  any  such  streets  from  time  to  time  within,  upon  or  below  the  sur- 
face of  the  ground,  boxes,  vaults,  or  other  fixtures  suitable  for  distribut- 
ing or  testing  from  time  to  time  the  wires  and  insulators  of  said  lines 
and  for  access  thereto.  All  excavations  in  streets,  removals,  replacements 
of  pavements  and  sidewalks  shall  be  done  under  and  according  to  the 
direction  of  the  commissioner  of  public  works.  The  said  company  in 
acting  under  this  permission  shall  be  subject  to  so  much  of  the  pro- 
visions of  article  XVI  of  chapter  VIII  of  the  revised  ordinances  of  1880, 
as  requires  that  one  wire  in  each  route  shall  he  reserved  for  the  use  of 
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the  police  and  for  the  fire  alarm  telegraph  tcUhout  charge  to  the  city  and 
county  of  Xeic  York.  For  each  street  opened  and  used  by  the  company 
under  this  permission  for  the  purpose  of  laying  therein  its  lines  of  elec- 
trical conductors  it  shall  pay  to  the  city  a  sum  equal  to  one  cent  for 
each  lineal  foot  of  such  street  occupied.  (Approved  papers  1881,  Vol.  49, 
P.    406.)." 

It  will  be  noticed  that  the  above  consent  was  granted  by  the  Common 
Council  of  the  city  of  New  York  on  December  13,  1881,  a  few  months  after 
the  passage  of  Chapter  483  of  the  Laws  of  1881,  which  became  a  law  on 
June  10,  1881,  and  which  required  that  all  companies  owning  electrical  tele- 
graph should  obtain  from  the  Common  Council  of  cities,  trustees  of  villages 
and  commissioners  of  highways  of  towns,  permission  to  use  the  streets  before 
placing  such  lines  underground.  This  act  did  not  affect  the  status  of  the 
New  York  Telephone  Company  in  view  of  the  consent  subsequently  given  and 
in  view  of  the  later  acts  (1884-5)  making  it  mandatory  to  put  all  wires 
under  ground. 

Section  102  of  the  Transportation  Corporations  Law,  under  which  the  New 
York  Telephone  Company  was  incorporated  in  1806,  reads  as  follows: 

"  Such  corporation  may  erect,  construct  and  maintain  the  necessary 
fixtures  for  its  lines  upon,  over  or  under  any  of  the  public  roads,  streets 
and  highways,  and  through,  across  or  under  any  of  the  waters  within  the 
limits  of  this  State,  and  upon,  through  or  over  any  other  land,  subject  to 
the  right  of  the  owners  thereof  to  full  compensation  for  the  same.  If 
any  such  corporation  cannot  agree  with  such  owner  or  owners  upon  the 
compensation  to  be  paid  therefor,  such  compensation  shall  be  ascertained 
in  the  manner  provided  in  the  Condemnation  Law." 

It  therefore  appears  that  the  New  York  Telephone  Company  was  incor- 
porated previous  to  January  1,  1898,  which  is  the  time  when  the  charter  of 
the  Greater  City  of  New  York  went  into  effect.  Section  71  of  said  charter 
provides : 

"  The   rights  of   the   city   in    and    to   its   water    front,   ferries,    wharf 

property,    land  under    water,    public    landings,    wharves,    docks,    streets, 

avenues,  parka,  and  all  other  public  places  are  hereby  declared  to  be 
inalienable." 

Section  72  provides: 

"  Everj'  grant  of  or  relating  to  a  franchise  of  any  character  to  any 
person  or  corporation  must,  unless  otherwise  provided  in  this  act,  be  by 
ordinance." 

Section  73  provides: 

"  After  the  approval  of  this  act  no  franchise  or  right  to  use  the  streets, 
avenues,  parkways  or  highways  of  the  city  shall  be  granted  by  the 
municipal  assembly  to  any  person  or  corporation  for  a  longer  period  than 
twenty-five  years,  and  that  every  grant  shall  make  adequate  provision  by 
way  of  forfeiture  of  the  grant,  or  otherwise,  to  secure  efficiency  of  public 
service  at  reasonable  rates." 

Section  88  provides  that: 

"All  acts  and  parts  of  acts,  so  far  as  the  same  are  inconsistent  with 
this  chapter  are  hereby  repealed." 
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It  has  bodi  decided  that  as  to  the  city  of  New  York  the  above  sections 
repealed  stclion  102  of  the  Transjmrtation  Corporations  Act,  but  as  the  New 
York  TeleplioiK'  Company,  as  heretofore  stated,  was  incorporated  previous  to 
January  1,  189S,  it  would  not  in  any  way  be  affected  by  the  provisions  of  the 
said  charter. 

Poo.  ex  rel.  Independent  Telephone  Co.  v.  Monroe,  N.  Y. 
L.  Journal,  Nov.  10,  1903;  21  App.  Div.,  611;  179 
N.  Y.,  521. 

People  ex  rel.  Independent  Telephone  Company  v.  ^lonroe.  Motion  for 
mandamus  to  compel  the  commissioner  of  water  supply,  gas  and  electricity 
to  give  a  general  permit  to  occupy  the  electrical  subways  and  to  erect 
poles  and  string  wires  in  all  the  boroughs  of  the  city.  Relator  \vas  in- 
corporated pursuant  to  the  provisions  of  the  Transportation  Corporations 
Law  in  November,  1899,  and  claims  that  by  virtue  of  section  102  of  said 
law  it  possesses  a  franchise  to  "  erect,  construct  and  maintain  the  neces- 
sary fixtures  for  its  lines  upon,  over  or  under  any  of  the  public  roads, 
streets  and  highways,  and  through,  across  and  under  any  of  the  waters 
within  the  limits  of  this  State,  and  upon,  through  or  over  any  other 
land,  subject  to  the  right  of  the  owners  thereof  to  full  compensation  for 
the  same."  But  at  the  time  of  its  incorporation  the  charter  of  the 
Greater  City  of  New  Y'ork  was  in  force,  which  had  taken  effect  on  the 
1st  of  January,  1898.  Section  71  thereof  provides  "the  rights  of  the  city 
in  and  to  its  water  front,  ferries,  wharf  property,  land  under  water,  public 
landings,  wharfs,  docks,  streets,  avenues,  parks  and  all  other  public  places 
are  hereby  declared  to  be  inalienable." 

Section  72.  Every  grant  of  or  relating  to  a  franchise  of  any  character 
to  any  person  or  corporation  must,  unless  otherwise  provided  in  this  act, 
be  bv  ordinance. 

Section  73.  After  approval  of  this  act  no  franchise  or  right  to  use 
the  streets,  avenues,  parkways  or  highways  of  the  city  shall  be  granted 
by  the  municipal  assembly  to  any  person  or  corporation  for  a  longer 
perioil  than  twenty-five  years,  etc.  *  ♦  ♦  Every  grant  shall  make 
adequate  provision,  by  way  of  forfeiture  of  the  grant  or  otherwise,  to 
secure  efficiency  of  public  service  at  reasonable  rates,  etc. 

Section  88.  All  acts  and  parts  of  acts  so  far  as  the  same  are  incon- 
si.-^tent  with  this  chapter  are  hereby  repealed.  The  respondent  claims 
tliat  by  virtue  of  these  provisions  of  the  charter  telephone  companies 
incorporated  since  January  1,  1896,  no  longer  have  the  broad  and  unre- 
stricted franchise  given  by  the  Transportation  Act,  but  are  restricted  and 
governed  so  far  as  the  city  is  concerned  by  said  provisions  of  the  charter. 
This  point  does  not  seem  to  have  l)een  passed  upon  by  the  courts.  It 
seems  to  me  that  the  right  to  erect  poles,  string  wires,  dig  trenches  and 
use  conduits  in  the  streets  of  the  city  constitute  "  grants  of  or  relating 
to  a  franchise."  (Sec.  72.)  And  if  not,  there  can  be  little  doubt  that 
it  is  "  a  right  to  use  the  streets,  avenues,  parkways  or  highways  of  the 
<;ity."  (Sec.  73.)  And  as  by  section  88  all  acts  and  parts  of  acts  in- 
consistent with  this  chapter  are  repealed,  it  seems  to  me  that  the  relator 
has  not  acquired  an  imdoubted  legal  right  to  the  use  of  the  streets  by 
virtue  of  its  incorporation,  but  that  right  can  only  be  granted  in  accord- 
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ance  with  the  provisions  of  the  charter.  Mandamus  only  issues  when 
the  right  is  clear.  Without  passing  upon  any  other  question,  and  to  the 
end  that  this  hitherto  unsettled  point  may  be  squarely  raised  and  dis- 
posed of,  the  motion  is  denied  with  $10  costs. 

New  York  Law  Journal,  November  10,   1903. 
See  also  Atlantic  Telephone  Co.  y.  Monroe,  X.  Y.  Law 
Journal,  Dec.  17,  1903;  aff'd  in  95  App.  Div.,  613. 

This  latter  case  was  decided  practically  upon  the  same  grounds  as  the 
decision  in  the  Independent  Telephone  Company  case  was  based. 

I  am  of  the  opinion,  therefore,  that  the  Xew  York  Telephone  Company,  both 
through  its  own  franchise,  and  also  through  the  franchise  acquired  from  the 
Metropolitan  Telephone  and  Telegraph  Company,  possesses  a  good  and  valid 
right  and  franchise  to  operate  upon,  over  or  under  any  of  the  public  roads^ 
Btreets  and  highways  of  the  city  of  Xew  York. 

The  Blackweirs  Island  bridge,  formerly  known  as  Bridge  No.  4,  and  subse- 
quently named  as  above  by  Section  491  of  Chapter  13  of  the  Code  of  Greneral 
Ordinances  of  the  city  of  Xew  York,  as  built  by  the  city  of  Xew  York  under 
the  power  vested  in  its  municipal  assembly  by  Section  48  of  Chapter  378  of 
the  Laws  of  1897,  which  section  was  superseded  in  the  charter  as  amended  in 
1901  by  Section  47,  and  which  said  section  had  been  again  amended  to  date  by 
Chapter  400  of  the  Laws  of  1904,  Chapter  108  of  the  Laws  of  1907,  and 
Chapter  439  of  the  Laws  of  1007. 

Section  48  of  Chapter  378  of  the  Laws  of  1897  reads  as  follows: 

**  The  mimic i pal  assembly  shall  have  power  to  provide  by  ordinance 
•     *     •     for   the   building  of   bridges     •     •     •     /» 

Section  47  of  the  revision  of  1901  contained  the  same  language  with  these 
words  added: 

*'  Provided,  however,  that  all  the  powers  in  this  section  or  elsewhere  in 
this  act  granted  to  the  board  of  aldermen  shall  be  subject  to  the  control 
of  the  board  of  estimate  and  apportionment  over  all  the  *  •  *  the 
bridges,  ♦  •  ♦  which  are  within  or  belong  to  the  city  as  pro\ided  in 
this  act." 

The  ordinance  providing  for  the  BlackwelKs  Island  bridge  and  passed  in 
pursuance  of  the  powers  vested  in  that  body  by  section  48,  is  found  in  pro- 
ceedings of  the  Board  of  Aldermen,  Vol.  4,  page  796  (December  15,  1899). 

The  same  resolution  was  thereafter  adopted  in  the  proceedings  of  the  Com- 
mon Council  of  May  1,  1900.  See  Volume  2,  page  291,  1900.  This  resolu- 
tion contained  the  following  section. 

"  S.  4.  The  said  bridge  when  completed  shall  become  a  public  highicay^ 
for  the  purpose  of  rendering  travel  between  the  boroughs  of  Manhattan 
and  Queens  safe  and  certain  at  all  times.'* 

1  am  therefore  of  the  opinion  that  the  said  bridge  is  such  a  public  highway 
as  was  contemplated  by  section  102  of  the  Transportation  Corporations  Law. 
As  a  telephone  company  organized  under  the  Transportation  Corporation* 
Law  may  erect,  construct  and  maintain  its  lines  through  any  highways  "  within 
the  limits  of  the  State,"  I  do  not  believe  any  question  arises  between  the  New 
York  Telephone  Company  and  the  Xew  York  and  Xew  Jersey  Telephone  Com- 
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pany  as  to  the  partial  rights  of  each  on  the  BlackweH's  Island  bridge,  and  I 
believe  that  either  of  these  companies  would  have  a  right  to  cross  said  bridge, 
as  the  Long  Island  Telephone  Company  which  was  merged  into  the  New  York 
and  New' Jersey  Telephone  Company  was  organized  on  July  0,  1882,  under  the 
Telegraph  Act  of  April  12,  1848. 

Section  528  of  the  Greater  New  York  Charter,  as  revised  and  amended  in 
1901  and  further  amended  by  subsequent  acts  down  to  and  including  the  year 
1906,  reads  in  part  as  follows: 

"•  •  *  No  electrical  conductors  shall  be  strung,  laid  or  maintained 
above  or  below  the  surface  of  any  street,  avenue,  highway,  or  other  public 
place,  in  any  part  of  said  city  without  permission  in  writing  from  said 
oommi>ssioner  therefor.  And  the  said  commissioner  shall  jdeterm^ne 
whether  any  extension  of  the  existing  electrical  conductors  of  any  person 
or  corporation  in  said  city  shall  be  by  means  of  overhead  or  underground 
conductors.  The  Board  of  Aldermen  may  establish  and  may  from  time 
to  time  enact  general  ordinances  regulating  the  construction,  maintenance, 
use  and  management  of  the  electrical  conductors,  poles  and  fixtures  above 
ground,  and  the  conduits  and  subways  therefor  constructed  underground.'-* 

The  letter  of  the  Division  Plant  Superintendent  of  April  9,  1908,  states  that 
the  wires  in  the  now  existing  cable  are  used  for  important  circuits  for  the 
Fire  Department  and  the  Department  of  Public  Charities  and  the  Department 
of  Correction. 

By  section  729  of  the  said  charter  as  revised,  the  .Fire  Commissioner  has 
exclusive  right  and  power  from  time  to  time  to  designate  and  fix  the  location 
of  all  fire  alarm,  telegraph,  signal  and  alarm  stations  in  the  city. 

In  an  opinion  rendered  by  the  Corporation  Counsel  to  the  Commissioner  of 
Water  Supply,  Gas  and  Electricity,  under  date  of  August  1st,  1905,  it  was 
held  "  this  exclusive  power  given  to  the  Fire  Commissioner  by  the  former 
section  to  locate  all  fire  alarm,  telegraph,  signal  and  alarm  stations,  does  not 
relieve  him  from  the  requirements  of  the  provisions  of  section  528  of  the  said 
Charter,  and  I  advise  you,  therefore,  that  it  is  compulsory  for  the  fire  depart- 
ment to  make  application  to  the  Department  of  Water  Supply,  Gas  and 
Electricity  for  permits  to  erect  poles  and  place  wires  in  the  public  streets  and 
highways  of  the  borough  of  Brooklyn." 

With  this  view  I  concur. 

It  is,  therefore,  my  opinion,  and  I  so  advise  you  — 

1.  That  the  New  York  Telephone  Company  possesses  a  valid  franchise  to 
place  itnd  maintain  its  wires  over,  under  or  upon  any  of  the  public  roads, 
streets  or  highways  of  the  city  of  New  York. 

2.  That  the  Blackwell's  Island  bridge  is  such  a  highway. 

3.  That  the  present  application  of  the  New  York  Telephone  Company  is 
for  an  administrative  permit  from  the  Bridge  Commissioner,  the  granting  of 
which  is  within  the  power  and  jurisdiction  of  the  said  Commissioner. 

4.  That  the  Telephone  Company  should  also  obtain  the  permit  of  the  Com- 
missioner of  Water  Supply,  Gas  and  Electricity  to  placing  said  encased  cable 
on  said  bridge. 

Respectfully, 

FRANCIS  K.  PENDLETON, 

Corporation  Counsel, 
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EXHIBIT  66. 


Letter  from  the  New  York  Telephone  Company  to  Colonel  Clowty 
Respecting  Purchase  of  New  York  Telephone  Company's  Stock  Held 
by  Western  Union  Telegraph  Company. 

(Copy.) 

NEW  YORK  TELKPIIONP:  COMPANY, 

15  Dey  Strket, 

New  York,  September  7th,  1909. 
Cor.  R.  C.  Clowry,  President,  Wetttern  Union  Telryraph  Co.,  yeio  York  City: 

Dear  Coloxel. —  The  proposals  recently  discussed  with  you  are  as  follows: 

1.  The  New  York  Telephone  Company  will  acquire  the  New  York  and  New 
Jersey  and  Bell  of  BufTalo  on  terms  which  will  yield  to  stockholders  of  the 
New  York  and  New  Jersey  $142.00,  and  of  the  Bell  of  BufTalo  .$95.00,  per  share. 
These  amounts  include  allowance  in  lieu  of  September,  1909,  dividends,  and 
will  be  payable  on  or  before  October  15th,  1909.  The  New  York  Company  will 
increase  its  capital  stock  to  $100,000,000,  and  sell  approximately  $39,000,000 
to  stockholders  at  $140.00  per  siiare,  payable  in  full  on  or  before  October 
16th,  1909.  This  stock  will  not  participate  in  the  September,  1909,  dividend. 
To  take  the  Western  Union's  allotment  will  require  about  $18,000,000. 

2.  The  American  Telephone  and  Telegraph  Company  will  buy  the  Western 
Union's  holdings  in  ihe  New  York  Company  at  $140.00  per  share,  plus 
September,  1909,  dividend,  or  its  equivalent,  payable  as  follows:  (1)  by 
assuming  and  agreeing  to  pay  when  due.  principal  and  interest,  10,000 
Western  Union  $1,000  4</(  convertible  bonds,  secured  by  certain  shares  of  said 
stock  as  collateral,  $10,000,000,  plus  the  equivalent  of  interest  accrued  or  to 
accrue  on  said  bonds  to  September  30ih,  1909;  (2)  cash  as  desired,  not 
exceeding  $3,000,000;  (3)  balance  in  three  notes  of  substantially  equal 
amounts,  running  resj)ectively,  one.  two  and  three  years,  with  4\ii%  interest 
from  October  1,  1909. 

Very  truly  yours, 
(Signed)  '  U.  N.  BETHELL. 


No.  38.] 


1215 


CO 

In 

-♦J 

g  H  Eh 
o        ^ 


iQ   ^  00  oa  &i  oq 

•           •           •  •  •  • 

Oi    00    CS  •-<  CO  (N 

N  CO  "^  CO 


O    CO    C^    )-H    00  oo 

O    •-'    O    00    CO  i«» 

O^    Od    t>-    CO    ^  CD 


•a 
•3 

O 

09 

a 
o 

U 

a 
o 
a 


o 


lO  »«  o  ic  p 

r-  i^  i«  CM  o 

(N    00  b-  C5  00 

•nJ'  ^  of  CO  b^ 

O    CO  CO  CO  o 

O    ^  oo  05  l>- 


€©■ 


^    ©1 


«5    »0    O    UO    O 
^     X    t-    LO    (M    O 

Qj     X    UO    CO    »-^    l^ 

o 
H 


v^  «v 


©  in  ■»*<  Ci  00 

O    CS    QC    CO    ^ 
Ci    CO    lO    CO    "^ 


CO 


I— 


lO 

CO 

00 
CO 
b- 


X 


-^  S  2 


o  la  c»  us 

«    I—    U5    (M 
l>-    00    I—    CO 


I-    ^    N    O 

lit    ^    CO    CO 
l>-    CO    CO    CO 


-d  Sg82 


S  - 


b-    Ci    la    b- 


CO     CO    CO    ^    00    00 

f4    CO  oo  lo  r^  lo 

O     g  (N    CO    Tf 


o 
o 
o 

CO 
CO 

o 
©« 


CO 
«9- 


II 


CO 


O  p  O  O  <±> 

c:  o  o  ©  © 

CO  CO  »-^  00  1—1 

€0  «i  00  ■»*<  © 

P  CO  "^  <M  Tt< 

•-J  <N  ©  (M 


P 
© 
CO 


CO 


O 
.     >^ 

c     > 

S    ^^ 

o 

G 


^3 
O     S 

13  « 

^       O 


u  S 

>   fa 


© 
© 
© 


i-i 

o 

a. 


1216  [Senate 

EXHIBIT  68. 


Letter  from  Mr.  U.  N.  Bethell  Transmitting  Exhibits  69,  70  and  71. 

NEW  YORK  TELEPHONE  COMPANY, 
15  Dey  Stbeet, 

New  York,  December  14,  1909. 
Mr.  Francis  U.  Wilcox,  Auditor,  etc.,  New  York,  N.  Y.: 

Dear  Sib. —  As  requested  by  you  yesterday  I  forward  herewith  statements 
as  follows: 

Showing  Gross  and  Net  Earnings  for  1908  of  the  several  Bell  Companiei 
operating  in  New  York  State  during  that  year. 

Showing  Closing  Entries  December  31st,  1908,  of  the  New  York  Telephone 
Company. 

Showing  classified  Exchange  Service  Earnings  of  the  New  York  Telephone 
Company  for  the  year  ending  December  31st,  1908. 

Very  truly  yours, 

U.  N.  BETHELL, 

( Enclosures. )  Vice-President 


EXHIBIT  69. 


Statement  Showing  Gross  Earnings  and  Net  EUunings  of  Separate  Bell 

Companies  for  1908. 

Gross   Earnings,  Net  Earning 

1908.  1908. 

New  York  Telephone  Co $17,819,075  43  $6,053,659  10 

New  York  and  New  Jersey  Tel.  Co 9,069,407  02  2,400,037  40 

Bell  Telephone  Co.  of  Buffalo 1,721,338  80  487.362  00 

Empire  State  Tel.  and  Tel.  Co 288,364  32  ♦87.339  61 

Central  N.  Y.  Tel.  Co 799,533  08  •152.895  60 

Hudson  River  Tel.  Co 1,464,209  65  118.951  07 

N.  Y.  and  Penna.  Tel.  Co 726,032  96  23.135  17 

$31,887,961  26  $8,842,909  63 


*  Loss. 
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EXHIBIT  70. 


Profit  and  Loss  Account  of  New  York  Telephone  Company,  December  31, 

1908. 

XEW  YORK  TKLKPHOXK  COMPANY. 

Closing  Entbies,  Decembeb  SIbt,  1908. 

Sundries  to  Profit  and  Loss $18,179,690  48 

Exchange   service    $13,^6,316  46 

Toll   earnings    2,350,322  02 

Long  distance  toll  earnings  324,000  00 

Private  line  earnings    106,320  74 

Leased  wire  earnings 64,763  22 

Speaking  tube,  etc.,  earnings   41,338  39 

Alcolm  business  directory    4,373  46 

Pole,  wire  and  bracket  rental    1,837  92 

Dividends  from  other  companies 165,036  64 

Real  estate  revenue   925,035  96 

Interest  earnings    830,345  67 

Profit  and  Loss  to  Sundries $15,126,031  38 

General   expense    (salaries    and   expenses   of 

officials)    $360,246  68 

Operating  expense  (analyzed  on  Exhibit  101)  3,831,682  17 

Pay  station  expense    526,928  40 

Maintenance  1,830,978  32 

Reconstruction 312,091  34 

Roof  rental  and  repairs 15,502  58 

Pole  landing  and  fixture  rental 57,054  74 

Legal  expense    110,081  87 

Taxes 596,559  58 

Insurance 30,287  70 

Rental   of   instruments    714,502  98                                ! 

Dep'n  of  bills  in  litigation    280,000  OO 

Depreciation  of  general   property    1,824,087  73 

Interest    226,074  54                      I 

Rental  of  U.  G.  conduits 830,854  79 

Rental  of  U.  G.  conduits,  N,  J 128,580  96 

Real  estate  expense    450,517  00                 ■'' 

Dividends 3,000,000  00 


39 
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EXHIBIT  71. 


Exchange  Service  Earnings  New  York  Telephone  Company  for  Year 

Ending  December  31,  1908. 

NEW  YORK  TELEPHONE  COMPANY. 

Exchange  Service  Eabnings,  Yeab  Ending  December  31st,  1908. 

Subscribers'  contracts $1 1,065,665  5T 

Excess  local  messages   485,792  00 

Pay  Station    ( Avg.  No.   1908,  37,104) 1,814,858  9^ 

$13,366,316  46 


EXHIBIT  72. 


Letter    from    Division    Auditor    New    York    Telephone    Company    to 

Walter  Brown,  Auditor. 

December  2l8t,  1909. 
Walteb  Bbown,  Esq.,  Auditor: 

Deab  Sir. —  In  accordance  with  your  instructions,  I  beg  to  submit  report 
showing  value  of  service  billed  for  one  month  (November,  1009)  to  PuUio 
Pay  Stations  and  Subscribers'  Exchange  Stations  connected  with  all  Ex- 
changes in  Manhattan  south  of  110th  street  —  known  as  District  No.  1: 

For  Local  Service  as  per  contract  $892,815  34 

For  Additional  Local  Messages    26,641  22 

From  Public  Pay  SUtions  119,847  88 

Total  value  (for  one  month) $1,039,304  44 

In  this  District  (No.  1)  there  are: 

205,936  Subscribers'  Stations. 
17,515  Public  Stations. 

Total,    223,4&1  Stations. 

Attached  herewith  is  supplemental  report: 

1.  Schedule  of  Rates  showing  number  of  subscribers  having  Direct  and  Party 

Line  Service,  at  respective  rates. 

2.  Number   of  Messages   contracted   for   by   Private  Branch   Exchange  Sob* 

scribers;  Number  of  Lines  and  Value;  Number  of  Stations  and  Value; 
Number  of  Switchboards  and  Value;  Total  Value. 

Respectfully  submitted, 
( Signed )  £.  C.  MICHELL, 

Ditisicn  Andilor. 
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EXHIBIT  73. 


Number  of  Subscribers  and  Revenue  from  New  York  Telephone  Com- 
pany, District  No.  1,  November  1,  1909. 

NEW  YORK  TELEPHONE  COMPANY  —  DISTHICT  No.  1. 

NXTMBEB    OF    SUBSCRIBERS    NOVEMBER    1,    1009,    AT    EaCII    I^ATE    AND    REVENUE 

FROM  Same. 


Annual 

No. 

of 

Rate. 

Subecribers. 

Revenue. 

Two  party  lines: 

Regular 

$42  00 

2,279 

$95,718  00 

51  00 

.   201 

10,251  00 

■ 

60  00 

100 

6,000  00 

69  00 

46 

3,  174  00 

78  00 

31 

2,418  00 

$117,561  00 


Irregular  .  . 


$21  00 

14 

$294  00 

24  00 

2 

48  00 

31  00 

1 

31  00 

31  50 

8 

252  00 

38  25 

1 

38  25 

Direct  lines: 
R^^lar 


$663  25 


$48  00 

25, 129 

$1, 206, 192  00 

57  00 

5,485 

312,645  00 

66  OO 

6,318 

416,988  00 

75  00 

5,726 

429, 4.50  00 

87  00 

5,200 

4.52,400  00 

99  00 

3,456 

342, 104  OO 

111  00 

3,178 

352, 758  00 

123  00 

2,  308 

283,884  Oa 

135  00 

1,526 

206,010  00 

147  00 

2.  320 

341,040  00 

156  00 

827 

129,012  00 

165  OO 

989 

164, 185  00 

174  00 

502 

87,348  00 

183  00 

422 

77,226  00 

192  00 

422 

81,024  00 

201  00 

237 

47,637  00 

210  00 

193 

40,  530  00 

219  00 

137 

30.003  00 

228  OO 

431 

98,268  OO 

$5,  098,  704  00 
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Irregular 


Annual 
Rate. 

...  $15  00 
24  00 
28  50 

Aux.  30  00 
31  50 
33  00 

36  00 

37  60 
40  50 

42  76 

43  60 
45  00 
49  50 

55  50 

56  25 
58  60 
60  00 
01  50 
65  25 
67  50 

72  00 

73  50 

74  25 

78  00 

79  50 

82  50 

83  25 
87  00 

91  50 

92  25 
96  00 

100  50 

109  60 

110  25 
114  00 

120  00 

121  50 
123  75 
130  50 
135  00 
144  00 
150  00 
159  00 
171  00 
180  00 
200  00 
231  00 


Xo.  of 
Subscribers. 

3 

268 

49 

763 

7 

52 

124 

46 

2 

21 

43 

2 

01 

18 

29 

1 

1 

23 

18 

18 

2 

17 

10 

6 

1 

6 

16 

2 

2 

9 

6 

2 

0 

1 

6 

4 

1 

3 

2 

1 

2 

3 

1 

1 

8 

1 

1 


Revenue. 

$46  00 

6,432  00 

1,396  60 

22,  690  00 

220  60 

1,716  00 

4,464  00 

1,687  60 

81  00 

897  75 

1,867  60 

90  00 

3,019  60 

999  00 

1,631  25 

58  60 

60  00 

1.414  60 

1, 174  60 

1,216  00 

144  00 

1,249  60 

742  60 

390  00 

79  50 

495  00 

1,  248-  75 

174  00 

183  00 

830  25 

480  00 

201  00 

667  00 

110  25 

670  00 

480  00 

121  60 

368  25 

261  00 

136  00 

288  00 

450  00 

159  00 

171  00 

1,440  00 

200  00 

231  OO 
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Annual 

No.  of 

Rate. 

Subscribers. 

Revenue. 

$234  00 

1 

$234  00 

240  00 

285 

68, 400  00 

■ 

243  00 

2 

486  00 

244  00 

1 

244  00 

1 

249  00 

1 

249  00 

252  00 

23 

5,  796  00 

256  00 

1 

285  00 

264  00 

20 

5,280  00 

. 

267  00 

1 

267  00 

273  00 

1 

273  00 

276  00 

10 

2,  760  00 

279  00 

1 

279  00 

• 

282  00 

1 

282  00 

285  00 

1 

285  00 

« 
• 

288  00 

13 

3,  744  00 

• 

300  00 

9 

2,700  00 

1 

312  00 

10 

3, 120  00 

324  00 

8 

2,592  00 

330  00 

2 

660  00 

• 

336  00 

6 

2, 016  00 

339  00 

2 

678  00 

340  00 

1 

340  00 

348  00 

5 

1, 740  00 

351  00 

2 

702  00 

« 

354  00 

1 

354  00 

• 

360  00 

7 

2,520  00 

372  00 

3 

1,116  00 

■' 

374  00 

1 

374  00 

375  00 

2 

750  00 

'**■ 

384  00 

1 

384  00 

^^ 

396  00 

5 

1,980  00 

'' 

399  00 

3 

1,  197  00 

( 

408  00 

2 

816  00 

426  00 

1 

426  00 

468  00 

1 

468  00 

1 

480  00 

1 

480  00 

504  00 

1 

504  00 

564  00 

3 

1,692  00 

636  00 

1 

636  00 

660  00 

2 

1,320  00 

1 

720  00 

1 

720  00 

888  00 

1 

888  00 

1,320  00 

1 

1,  320  00 

1,524  00 

1 

1,524  00 

1,560  00 

1 

1,560  00 

2, 136  00 

1  ^ 

2, 136  00 

Subscribers 

69, 591 
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Direct  lines: 

Irregular   $189, 496  60 

Regular 6, 098,  704  00 

Two-party  lines: 

Regular 117, 561  00 

Irregular 663  25 

$5,406,424  75 

Private  Branch  Exchange   (Exhibit  No.  75)    4, 753, 389  00 

Additional   local   319, 694  64 

Public   pay    stations    1, 438, 174  56 

Income  total    $11, 917, 682  95 


EXHIBIT  74. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  75. 


Statement   Showing  Income   New  York  Telephone  Company,   Private 

Branch  Exchange  Service. 

NEW  YORK  TELEPHONE  COMPANY. 

DisTBicT  No.  1  —  November  1st,  1909. 

Message  Rate  Private  Branch  Exchange  Service, 

Annual 
Rate.  Total  Value. 

Number    of    bwitchboards,    one    per 

subscriber 8,476        $36  00  $305,136  00 

Number  of  lines  to  central  oftices..  25.803  24  00  619,272  00 

Numl)er  of  extension  stations 101,434  6  00  60ft,604  00 

NumlM?r  of  local  messages  contracted 

for 107,345,000  03  3,220,377  00 

Total $4,753,389  00 
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EXHIBIT  76. 


Letter  from  Mr.  Walter  Brown,  Transmitting  Exhibits  77  and  78, 

Auditing  Department  of 

NEW  YORK  TELEPHONE  COMPANY, 

18  Cortlandt  Street, 

WAX.TEB  Bbown,  Auditor. 

New  Yobk,  Dec,  29th,  1909. 

Mr.  F.  U.  Wilcox,  Murray  Hill  Hotel,  Room  No.  433,  New  York  City: 

Dear  Sib. — ^Agreeable  to  our  conversation,   I  am  sending  herewith   addi* 
tional  data  concerning  the  statement  of  contract  values  recently  made  for  you. 

Yours  truly, 

WALTER  BROWN, 

Auditor, 


EXHIBITS  77  AND  78. 


Letter  from   Mr.   Michell,   Division   Auditor,   to   Mr.  Walter   Brown, 

Auditor  New  York  Telephone  Company. 

(Copy.)      . 

NEW  YORK  TELEPHONE  COMPANY. 

December  29ih,  1909. 
Walter  Brown,  Esq.,  Auditor: 

Dear  Sir. —  Referring  to  the  inquiry  of  Mr,  F.  U.  Wilcox,  concerning  his 
comparison  of  the  annual  values  of  contracts  with  the  statement  furnished 
showing  the  value  of  service  billed  for  one  month  to  subscribers  in  District 
No.  1,  and  his  request  for  an  explanation  which  will  reconcile  the  differences 
he  pointed  out,  I  beg  to  report  as  follows: 
Local  service  for  one  month  (as  per  statement) $892,815  34 

Local   service,  annually    $10,713,784  06 

Contract  Values. 

Two  party  line   $117,561  00 

Two  party  line,  irregular   663  25 

Direct  line,  regular 5,097,645  00 

Direct   line,   irregular 189,472  50 

Private  branch  exchange  service   4,753,389  00 

* 10,158,730  75 

Apparent  difference   $555,053  83 


'  1224:  [Senate 

We  operate  205,936  subscribers'  stations,  of  which  101,434  are  private 
branch  exchange  extension  stations,  to  which  must  be  added  69,591  direct  and 
party  line  subscribers;  total,  171,025.  Apparent  difference,  34,911  stations. 
From  this  must  be  deducted  operating  stations  which  are  covered  by  the 
936  charge  per  switchboard  —  8,476;  so  that  we  have  remaining  26,435  sub- 
scribers' stations,  which  are  extension  stations  to  the  various  direct  and 
party  line  stations  shown  on  Schedule  No.  1.  These  stations  (26,435)  at  $6 
annually  equal  $158,610.  Therefore,  the  balance  of  approximately  ^97,000 
represents  mileage  charge  for  extension  lines,  tie  lines,  etc.,  between  and  to 
private  branch  exchange  switchboards,  and  the  printing  of  additional  names 
in  the  telephone  directory. 

Mileage  is  charged  to  private  branch  exchange  subscribers  for  stations  off 
the  premises,  based  on  the  actual  length  of  circuit  required  and  nature  of 
■ame  —  as  to  whether  it  is  a  land  line  or  whether  it  crosses  a  river. 

Extra  names  are  listed  in  the  telephone  directory  at  $3  per  name  per  year. 

Yours  respectfully, 
(Signed)  E.  C.  MICHELL, 

Division  Auditor^ 


EXHIBIT  79. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  80. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  81. 


(Omitted  by  direction  of  tlie  Commission.) 


EXHIBIT  82. 


(Omitted  by  direction  of  tlie  Commission.) 


' 
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EXHIBIT  83. 


Statement  Showing  Rates  in  Various  Districts  in  New  York  City  and 

Toll  Rates  Between  the  Districts. 

December  I5y  190d. 
NEW  YORK  TELEPHONE  COMPANY. 
Boroughs  of  Manhattan  and  the  Bbonx. 

Local  Rates, 

District  No.  I. —  All  exchanges  in  Manhattan,  south  of  110th  street. 
District  No.  2. —  All  exchanges  in  Manhattan,  north  of  110th  street,  and 
the  Melrose  and  Tremont  exchanges  in  The  Bronx. 
District  No.  3. —  All  exchanges  in  The  Bronx,  except  Melrose  and  Tremont. 

Local  Areas  —  Metropolitan. 

In  connection  with  a  message  rate  station,  under  contract  at  rates  herein 
provided,  a  local  message  will  be  defined  as  follows: 

From  District  1. —  Any  call  within  the  area  of  Districts  1  and  2. 
From  District  2. —  Any  call  within  the  area  of  Districts  1,  2  and  3. 
From  District  3. —  Any  call  within  the  area  of  Districts  2  and  3. 
The  rate  for  a  message  between  Districts  1  and  3  is  10  cents. 

Direct  and  Party  Line  Rates  —  Metropolitan, 


(a)  Direct  Line 

Message  Rate  Sched 

lule. 

Districts  1,  2  and  3,  Business  and  Residence. 

No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$48 

$4  00 

6c. 

800 

67 

4  76 

6c. 

1.000 

66 

5  50 

6c. 

1,200 

75 

6  25 

6c. 

1,500 

87 

7  26 

6c. 

1,800 

99 

8  25 

6c. 

2,100 

111 

9  26 

6c. 

2,400 

123 

10  26 

5c. 

2,700 

136 

11  25 

5c. 

3,000 

147 

12  26 

4c. 

3,300 

156 

13  00 

4c. 

3,000 

165 

13  76 

4c. 

3,900 

174 

14  50 

4c. 

4,200 

183 

15  25 

4c. 

4,500 

192 

16  00 

4c. 

4,800 

201 

16  76 

4c. 

6,100 

210 

17  60 

4c. 

6,400 

219 

18  25 

4c. 

6,700 

228 

19  00 

4c. 
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(b)  Two-Party  Line  Message  Rate  h>cliedule. 
Districts  1,  2  and  3,  Residence. 


(c)  Four-Party  Line  Message  Rate  Schedule. 
District  2,  Residence. 
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Districts  2  and  3, 

Business  and  Residence 

■ 

No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

8ent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$42 

$3  50 

5c. 

800 

51 

4  25 

5c 

1,000 

60 

5  00 

5c. 

1,200 

69 

5  75 

5c. 

1,500 

78 

6  50 

5c. 

No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$36 

$3  00 

5c. 

id)   Flat  Rates  —  District  3. 

Local  flat  rate  service  will  be  furnished  in  a  district  comprising  the  Kings* 
bridge  and  Williamsbridge  central  offices,  and  in  a  district  comprising  West* 
Chester  and  City  Island  central  offices,  as  follows: 


Business  . 
Residence 


Direct 

Two-Party 

Four-Party 

Line. 

Line. 

Line. 

$48 

$36 

•  ■  • 

36 

30 

$24 

I 


BoBOXJOHS  OF  Brookltn  and  Queens. 


Local  Rates, 
(a)  Districts: 

District  No.  4. — ^Main,  Bay  Ridge,  Bedford,  Bushwick,  East  New  York, 
Flatbush,  Greenpoint,  Hamilton,  Prospect,  South,  Williamsburg,  Bath  Beach 
and  Coney  Island  in  the  Borough  of  Brooklyn. 

District  No.  5. —  Long  Island  City  and  Astoria  in  the  Borough  of  Queens. 

District  No.  6. —  Newtown  in  the  Borough  of  Queens. 

District  No.  7. —  Flushing  in  the  Borough  of  Queens. 

District  No.  8. —  Jamaica  and  Richmond  Hill  in  the  Borough  of  Queens. 

District  No.  9. —  Far  Rockaway    (including  Lawrence  in  Nassau  County) 
and  Hammels  in  the  Borough  of  Queens. 
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Direct  and  Party  Line  Rates, 


(a)   Direct  Line  Message  Rate  Schedule. 
Districts  4  and  5,  Business  or  Residence. 


No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$48 

$4  00 

5c. 

800 

67 

4  75 

5c. 

1,000 

66 

5 

50 

5c. 

1,200 

75 

6 

25 

5c. 

1,500 

87 

7 

25 

5c. 

1,800 

99 

8 

25 

5c. 

2,100 

111 

9 

25 

6c. 

2,400 

123 

10 

25 

5c. 

2,700 

135 

11 

25 

5c. 

a,ooo 

147 

12 

25 

4c. 

3,300 

156 

13 

00 

4c. 

3,600 

165 

13 

75 

4c. 

3,900 

174 

14 

50 

4c. 

4,200 

183 

15 

25 

4c. 

4,500 

192 

16 

00 

4c. 

4,800 

201 

16 

75 

4c. 

5,100 

210 

17 

50 

4c. 

5,400 

219 

1»  25 

4c. 

5,700 

228 

19 

00 

4c. 

(6)   Two-Party  Line  Message  Rate  Schedule. 
Districts  4  and  5,  Business  or  Residence. 


No.  of  Local 

Additional 

Messages  to  be 

Annual 

Monthly 

Local 

sent  in  1  year. 

Rate. 

Payment. 

Messages. 

600 

$42 

$3  50 

5c. 

800 

51 

4  25 

5c. 

1,000 

60 

5  00 

5c. 

1,200 

69 

5  75 

5c. 

1,500 

78 

6  50 

6c. 

(c)   Four-Party  Line  Message  Rate  Schedule. 
Districts  4  and  5,  Residence  only. 

No.  of  Local 
Messages  to  be  Annual  Monthly 

sent  in  1  year.  Rate.  Payment. 

600  $36  $3  00 


Additional 

Local 
Messages. 

5c. 
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(<n   Di-tricts  4  and  5,  Rpsiilence  only. 
Direct  Line  Flat  Rate- 
Annual  Monthly 
rjatf*.                                Payment. 

^GO  $5 

(r)   Districts  5,  6,  7.  8  and  9. 


Business  . 
Residence 


Two-Party  X.ine  Flat  Rate. 

Annual  Monthly 

Rate.  Payment. 

$48  $4 


Direct 
J-.ine. 
$48 
36 


Two-Partv  Four  or  More 

Line.  Party  Line. 

$36  . . . 

30  $24 


Local  Areas. 

A  local  call  (except  from  a  pay  station)   will  be  defined  as  follows: 

(a)  From  a  message  rate  station  or  residence  flat  rate  station  at  rates  set 
forth  in  Paragraphs  2a,  h,  c  and  (/.  In  Districts  4  and  5  any  call  within  the 
area  of  Districts  4  and  5. 

ib)  From  a  flat  rate  business  or  residence  station  in  Districts  5,  6,  7,  8  and 
9  at  rates  set  forth  in  Paragraph  '2e. 

District  5. —  Any  call  in  the  area  of  Districts  5  and  8. 

District  6. —  Any  call  in  the  area  of  Districts  6,  6  and  7. 

District  7. —  Any  call  in  the  area  of  Districts  6  and  7. 

District  8. —  Any  call  in  the  area  of  District  8. 

District  9. —  Anv  call  in  the  area  of  District  9. 


NEW  YORK  TELEPHOXE  COMPANY. 

New  Jersey  Division. 

Rates  for  Staten  Island,  Richmond  County,  N.  Y. 

Central  OflSce  Districts 
\  allowed  as  local  service. 

New  Dorp  and  Tottenville. 
New  Dorp,  Tottenville,  Tompkinsville 

and  West  Brighton. 
Tompkinsville,  New  Dorp,  Tottenville 

and  West  Brighton. 
New  Dorp  and  Tottenville. 
Tottenville,  Tompkinsville,  New  Dorp 

and  West  Brighton. 
Tottenville,  Tompkinsville,  New  Dorp 

and  West  Brighton. 


Central  Office  District. 

Schedi 

New  Dorp 

E.  &  J. 

New  Dorp 

K.  &  L. 

Tompkinsville 

K.  &  L. 

Tottenville 

E.  &  J. 

Tottenville 

K.  &  L. 

West  Brighton 

K.  &  L. 
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Schedule  K  —  Business. 
Message  Rates. 


Local 
messages 
per  year. 

600 

800 
1,000 
1,200 
1,500 
1.800 
2,100 
2,400 
2,700 
3,000 
3,  300 
3,600 
3,900 
4,200 
4,500 
4,800 
5,100 
5,400 
5,700 
Aiixiliarv 

line  and 

station, 


Direct 
Annual. 

$48  00 

54  00 

60  00 

66  00 

72  00 

78  00 

84  00 

90  00 

90  00 

102  00 

108  00 

114  00 

120  00 

126  00 

132  00 

138  00 

144  00 

150  00 


Line. 
Monthly. 

$4  00 

4  50 

5  00 

5  50 

6  00 

6  50 

7  00 

7  50 

8  00 

8  50 

9  00 
9  50 

10  00 

10  50 

11  00 

11  50 

12  00 
12  50 


2-Partv  Line. 
Annnal.    Moiithlv 


$36  00 
45  0<) 
51  00 
57  00 
63  00 
69  00 
75  00 


$3  00 

3  75 

4  25 

4  75 

5  25 

5  75 

6  25 


Kxccss 


$30  00 


2  50 


Schedule  L  —  Residence. 
Flat  Hates. 


Annual  contracts,  monthly  ])aymentH. 


Direct  line  .  . 
Four-party  line 


Schedule  K  —  Business. 
Flat  Katrs. 


Annual  contracts,  monthly  j)aynients. 

Direct  line 

Four-party  line 


4-Partv   Lin(*. 
Annual     contracts 
5c     guarantcL'   $2.50    per 
5c     month   in   local  mes- 
5c     sages,   5c.   each. 
5c 
5c 
4c 
4c 
4c 
4c 
4c 
4c 
4c 
4c 
4c 
4c 

4c  ^ 

4c 
4c 


4c 


Schedule  J  —  Residence. 
/'7a/   Rates. 


Annual  contracts,  monthly  pnynients. 

Direct  line 

Two-party  line 

Four-party  line 


Annuiil.     Tvloiitlilv. 

$42  00     $3  50 

30  00      2  50 


Annuil.  ^lonthlv. 

$48  00     $4  (K) 

3()  00      3  00 


Annuil. 

Monthlv. 

• 

$36  00 

$3  00 

30  00 

2  60 

24  00 

2  00 
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EXHIBIT  84. 


Folder  Showing  Districting  of  New  York  Telephone  Company. 

REARRANGEMENT  OF  THE  DIVISIONS  OF  THE  COMPANY'S  TERRI* 

TORY,  TO  TAKE  EFFECT  FEBRUARY  Ist,  1910. 

For  the  purpose  of  more  efficient  operating  it  has  been  decided  that  the 
territory  of  the  old  New  York  and  Pennsylvania  Company,  which  operated 
in  the  following  counties:  Chautauqua,  Cattaraugus,  Allegany,  Steuben, 
Schuyler,  Chemung,  Tompkins,  Tioga  ( N.  Y. ) ,  Broome,  Erie,  Warren,  McKean, 
Cameron  (part  of).  Potter,  Bradford,  Susquehanna,  Tioga  (Pa.),  will  cease 
to  constitute  an  integral  division  of  the  Company's  territory,  and  that  the 
area  will  be  divided  into  two  parts  —  one  of  these  parts  will  be  added  to  the 
Buffalo  Division  and  the  combined  total  then  termed  the  "  Western  Division." 
The  other  of  these  parts  will  be  added  to  the  Central  Division.  Headquarters 
of  the  Western  Division  will  be  at  Buffalo;  headquarters  of  the  Central 
Division  will  be  at  Syracuse. 

After  these  changes  are  completed,  the  following  will  be  the  area  covered 
by  each  of  the  operating  divisions  of  the  Company : 

Long  Isla:7d  Division. 
Long  Island  only. 

Metropoutan  Division. 

Boroughs  of  Manhattan  and  the  Bronx,  City  of  New  York,  Counties  of 
Westchester,  Putnam,  Rockland,  and  that  portion  of  Orange  County  com* 
prising  the  Town  of  Tuxedo. 

New  Jersey  Division. 

That  portion  of  the  Company's  territory  within  the  State  of  New  Jersey^ 
also  Staten  Island. 

Hudson  Division.    . 

County  of  Orange,  except  the  Town  of  Tuxedo,  also  the  following  Counties: 
Sullivan,  Ulster,  Dutchess,  Greene,  Columbia,  Schoharie,  Albany,  Rensselaer^ 
Montgomery,  Schenectady,  Fulton,  Saratoga,  Washington,  Warren,  Essex^ 
Franklin,  Clinton. 

Central  Division. 

In  Pennsylvania,  Counties  of  Bradford,  Susquehanna,  Tioga.  In  New  York 
State,  Counties  of  St.  Lawrence,  Jefferson,  Lewis,  Herkimer,  Hamilton,  Oswego^ 
Oneida,  Madison,  Onondaga,  Cayuga,  Wayne,  Ontario,  Seneca,  Yates,  Steuben, 
Schuyler,  X^hemung,  Tioga,  Tompkins,  Cortland,  Broome,  Chenango,  Otsego, 
Delaware. 

Western  Division. 

In  Pennsylvania,  Counties  of  Erie,  Warren,  McKean,  Potter.  In  New  York 
State,  Counties  of  Chautauqua,  Cattaraugus,  Allegany,  Erie,  Wyoming,  Liv- 
ingston, Genesee,  Niagara,  Orleans,  Monroe. 

The  sheets  following  indicate  the  general  organization  of  the  Company,  and, 
in   greater    detail,    the   organization   of    the    Hudson,    Central    and   Western 
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Divisions.  It  is  the  intent  that  in  these  divisions  the  Plant,  Traffic,  Com- 
mercial and  Revenue  accounting  be  administered  from  the  Headquarters  of 
the  Division,  and  to  this  end,  suitable  adjustments  and  re-arrangements  will 
be  made  at  as  early  a  date  as  practicable  by  the  Division  Auditor  at  Syracuse, 
for  the  transfer  to  the  Division  Auditor  in  Buffalo  of  the  revenue  accounting 
work  in  the  western  end  of  the  old  New  York  and  Pennsylvania  territory,  the 
Counties  involved  being  those  of  Erie,  Warren,  McKean  and  Potter,  in 
Pennsylvania;  and  Chautauqua,  Cattaraugus  and  Allegany,  in  New  York 
State. 

Officers  and  employees  mentioned  by  name  in  the  diagrams  of  organization 
will  report,  beginning  February  1st,  1910,  as  indicated.  It  is  to  be  noted  that 
relatively  few  changes  have  been  made.  Officers  and  employees  not  specifi- 
cally named  will  continue  to  report  as  at  present. 

H.  F.  Thurbeb, 

Vice-President  and  General  Manager. 


EXHIBIT  85. 


(Omitted  by  direction  of  the  Commission.) 


EXHIBIT  86. 


Statement  of  New  York  Telephone  Company  Showing  Average  of  Certain 
Cash  Items  Per  Exchange  Station  for  Bell  Companies  in  the  United 
States. 

ASSOCIATED  OPERATING  CO^IPANIES  IN  UNITED  STATES. 
(Excludes  American  Telephone  and  Telegraph  Company.) 

Average  per  Exchange  Station.  1892.  1893.  1894.  1895.  1896.  1897. 

Earnings  : 

Exchange    Service    $69.33  $71.56  $72.87  $69.75  $63.77  $59.75 

Toll   Service    8.46  9.05  9.80  11.35  11.72  12.58 

Total $77.79     $80.61     $82.67     $81.10     $75.49    $72.33 

Expenses : 

Operation $33..54     $35.18     $32.09     $29.15     $27.46    $27.10 

Taxes 1.83        2.28        2.50        2.23         2.28         2.28 

Total $35.37     $37.46     $34.59     $31.38     $29.74     $29.38 

Balance $42.42     $43.15     $48.08     $49.72     $45.75    $42.95 

Maintenance  and  Depreciation    20.40      21.21       25.39      26.20      24.44      22.92    ' 

Net   earnings    $22.02     $21.94    $22.69     $23.52     $21.31     $20.03 
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Average  of  Certain  Cash  Items  Per  Exchange  Station  —  Continued. 

Average  per  Exchange  Station.    1898.       1899.       1900.       1901.       1902.       1903. 
Per   Cent.   Tel.    Exp.   to   Tel. 

Earnings 71.7        72.8        72.6        71  71.8        72.3 

Per  Cent.  Maint.  and  Depr'n 

to  Ave.  Plant,  Supplies,  etc.      7.6  7.0  8.7  9.1  9.1  8.9 

Per     Cent.     Incr.     Exchange 

Stations 7.5  2.2  2.6        15.7         15.5      .  18.1 

Per  Cent.  Incr.  Miles  Exchange 

Wire 15.5         14.8         12.2         15.9        16.8        16.7 

Per    Cent.    Incr.    Miles    Toll 

Wire 13.2         14.1         15.9        21.3        26,3        29.3 

Average  Plant  Cost,  Exchange 

and     Toll,     per     Exchange 

Station $257       $271       $279       $260       $250       $236 

Average  Cost  Miles  Toll  Poles 

(includes   Wire)     181  189         200         219         239         266 

Average  Cost  Miles  Toll  Wire 

(includes  Poles)    90  91  86  81  80  76 

Per  Cent.  Gross  Tel.  Earnings 

to  Average  Constr 35.0         35.0        33.9        33.4         33.4         33.4 

Per  Cent.  Net  Profits  to  Aver. 

Capital  Stock   9.12        9.47         9.51       10.11         9.51         9.03 

Per  Cent.  Dividends  to  Aver. 

Cap.    Stock     (excl.    Special 

and  Stock  dividends) 4.76        4.77        5.16        5.07        6.57         6.69 


Earnings : 

Exchange   Service    $55.28  $40.18  $44.68  $41.23  $38.46  $36.95 

Toll   Service    13.16  13.31  12.00  11.80  11.07  10.69 

Total $68.44  $62.49  $57.28  $53.12  $49.53  $47.64 

Expenses : 

Operation $25.02  $23.30  $21.63  $20.24  $19.01  $18.34 

Taxes 2.31  2.27  2.37  2.02  1.75  1.76 

Total $27.33  $25.57  $24.00  $22.26  $20.76  $20.10 

Balance    $41.11  $30.92  $33.28  $30.86  $28.77  $27.54 

Maintenance  and  Depreciation  22.77  19.64  17.08  16.70  10.49  15.28 


Net  earnings $18.34     $17.28    $15.60    $14.16    $12.28    $12.26 
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Average  of  Cebtaix  Cash  Items  Per  Excjiange  Station  —  Continued, 

Average  per  Exchange  Station.    1904.       1905.       1906.       1907.       1908.       1909. 
Per    Cent.    Tel.    Exp.    to    Tel. 

Earnings 73.2         72.3         72.8         73.3         75.3         74.3 

Per  Cent.  Maint.   and  Depr'n 

to  Ave.  Plant,  Supplies,  etc.       9.4  8.9  8.4  8.4  9.0  8.8 

Per     Cent.      Incr.      Exchange 

Stations 21.1-       36.1         26.5         27.4         25.2         19.3 

Per  Gent.  Incr.  Miles  Exchange 

Wire 23.4         31.5         33.2         27.7         41.3         22.1 

Per    Cent.    Incr.    Miles    Toll 

Wire 25.8         33.8         25.2         17.6         18.9         13.9 

Average  Plant  Cost,  Exchange 

and     Toll,     per     Exchange 

Station $222        $201        $199        $183        $172        $164 

Average  Cost  Miles  Toll  Poles 

(includes  Wire  )    295  326  348  308  382  402 

Average  Cost  Miles  Toll  Wire 

(includes  Poles)    75  73  71  69  66  66 

Per  Cent.  Gross  Tel.  Earnings 

to  Average  Constr 33.6         33.2         31.7         30.8         30.9         31.6 

Per  Cent.  Xet  Profits  to  Aver. 

Capital   Stock   9.26         9.88         9.44         8.36         7.52         7.95 

Per  Cent.  Dividends  to  Aver. 

Cap.    Stock     (excl.    Special 

and  Stock  dividends) 5.44         5.51         6.19         6.25         5.27         5.98 


Earnings : 

Exchange    Service    $3.5.48  $.33.31  $30.93  $30.71  $31.00  $31.37 

Toll   Service    10.29  9.95  9.44  9.18  9.03  9.42 

Total $45.77  $43.26  $40.^7  $39.89  $40.03  $40.79 

Expenses : 

Operation $17.62  $16.96  $16.73  $16.26  $15.79  $15.14 

Taxes 1.58  1.49  1.40  1.58  1.72  1.93 

Total $19.20  $18.45  $18.19  $17.84  $17.51  $17.07 

Balance $26.57  $24.81  $12.18  $22.05  $22.52  $23.72 

Maintenance  and  Depreciation     14.92  13.91  12.49  12.15  11.55  12,93 

Xet   earnings    $11.05  $10.90  $9.69  $9.90  $10.97  $10.79 
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Average  of  Cebtain  Cash  Items  Per  Exchange  Station  —  Continucdi 
Average  per  exchan«,»<»  Station.     1904.        1905.      1906.        1907.        1908.        1900. 
Per    Cent.    Tel.    Exp.    to    Tel. 

Earnings 74.5         74.8        76.0         75.2         74.3        73.6 

Per  Cent.  Maint.   and  Depr'n 

to  Ave.  Plant,  Supplies,  etc.       9.1  8.9  8.3  8.0  7.8  8.4 

Per     Cent.     Inor.     Exchange 

Stations 18.0         24.5         21.7         11.3  5.9         11.6 

Per  Cent.  Incr.  Miles  Exchange 

Wire 19.0        27.2         33.1         15.6         16.6  7.1 

Per    Cent.    Incr.    Miles    Toll 

Wire 13.9         12.4         15.6         18.3  4.1  4.4 

Average  Plant  Cost,  Exchange 

and     Toll,     per     Exchange 

Station $155        $145        $145        $149        $153        $145 

Average  Corit  Miles  Toll  Poles 

(includes    Wire)     416  438  474  472  569*        610 

Average  Cost  Miles  Toll  Wire 

(includes   Poles)     02  62  61  54  62*  63 

Per  Cent.  Gross  Tel.  Earnings 

to  Average  Const r 31.8         31.7         30.5         29.6        28.4        29.6 

Per  Cent.  Net  Profits  to  Aver. 

Capital  Stock   8.32         8.34         7.92         7.95         7.84         8.14 

Per  Cent.  Dividends  to  Aver. 

Cap.    Stock     (excl.    Special 

and  Stock  dividends) 5.92         6.75         5.89        5.91         5.91         5.95 

•Increase   princii>ally  due   to   readjustment  by  certain   companies   of  book 
value  of  Toll  Plant. 


EXHIBIT  87. 


Depreciation  of  Telephone  Plant  Based  on  Average  Conditions  throughout 

the  United  States. 

Estimated  Annual  Depreciation 

Life  in  Per  Cent  of  First 

Portion  of  Plant.                                                   Years.  Cost  in  Place. 

Conduit  — Main 50  2.0 

Conduit  —  Subsidiary 15  6.7 

Underground  Cable  —  Main 20  3.0 

Underground  Cable  —  Subsidiary 13  4.6 

Aerial  Cable 12  5.8 

Submarine  Cable   9  11.1 

Loading  Coils   20  5.0 

Poles  and  Crossarms: 

Toll  Line 16  6.3 

Exchange  Line   10  10.0 
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Annual  Depreciation 

Estimat-ed  Life  Per  Cent  of  First 

Portion  of  Plant.  in  Years.  Cost  in  Place. 

Copper  Wire  on  Toll  Lines 40  1.5 

Iron  Wire  on  Toll  Lines 15  6.7 

Copper  Wire  on  Exchange  Lines: 

Bare  WMre  12  5.0 

Twistedpair    10  9.0 

Iron  Wire  on  Exchange  Lines 8  12.6 

Central    Office   Equipment    8.4  9.9 

Substation  Equipment    9  10.0 

Telephone  Instruments 10  10.0 

Cable  Terminals  10  10.0 

Fireproof   Buildings    24  2.6 


EXHIBIT  88. 


Statement    Showing   American    Telephone    and    Telegraph    Companjr'a 

Plant  in  the  State  of  New  York. 

TOTAL  PLANT  OF  A.  T.   &  T.   CO.   IN   NEW   YORK  STATE   OUTSIDE 

33-MILE  LIMIT. 

Kind  of  Plant.                                                 Value  New.  Per  cent,  of  Total. 

Pole  Line,  including  crossarms    $1, 440,964  35.3 

Wire    in    place,    including    insulators    and 

loading   coils    2,439,477  69.7 

Underground  conduit 1, 230  0.0 

Underground  cable 6, 789  0. 1 

Aerial  cable 9, 046  0.2 

Submarine  cable 10,  328  0.3 

Equipment  . 104,  707  2.6 

Real  estate   74, 074  1.8 

Total   $4,085,615  100.0 

Right  of  way 315,  854  == 

Total $4, 401,  460 

Supplies 181, 000 

Grand  total $4,  582, 469 
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EXHIBIT  89. 


Statement  Showing  Wires  and  Cables  of  American  Telephone  and  Tele- 
graph Company  in  New  York  State. 

Amount  of  Outside  Plant  of  A.  T.  &  T.  Company  in  the  State  of  New 

York  as  of  December  31,  1909. 

Miles  of  pole  line 1, 956.43 

Miles  of  No.  6  iron  wire 631 .70 

Miles  of  Xo.  8  copper  wire   12, 235 .  16 

Miles  of  No.  12  copper  wire 30, 088.81 

Miles  of  submarine  cable    3.32 

Miles  of  underground  cable   1 .97 

Miles  of  aerial   cable 5 .  25 


Note. — The  above  figures  do  not  include  94.54  miles  of  pole  line  in  which 
the  A.  T.  &  T.  Company  own  half  interest. 

In  addition  to  the  above  outside  plant,  there  are  four  operating  stations 
having  a  total  first  cost  value,  including  land  and  buildings,  of  $55,000.  There 
are  also  five  linemen's  test  stations  having  a  total  value  for  land  and  buildings 
of  $19,000,  making  a  total  real  estate  value  of  $74,000. 

Equipment  to  the  first  cost  value  of  $104,700  is  chiefly  central  office  equipment 
located  in  the  four  operating  stations  mentioned. 

In  addition  to  the  above,  the  supplies  on  hand  amount  to  about  $180,000. 

The  outside  plant  is  about  95  per  cent,  of  the  total  plant. 


EXHIBIT  90. 


Summary  of  Reports  Received  by  Committee. 

SUMMARY  OF  REPORTS  RECEIVED  BY  JOINT  COMMITTEE  OF  THE 

LEGISLATURE  UP  TO  FEBRUARY  25,  1910. 

Number  of  Reports     Letters*     Returned 

List,    companies.       Franchise  tax  assessments.         received,  received,    undeliv'd. 

Over  $1,000,000  (except  4; 
7  in  N.  Y.  Tel.  Co.) 

$100,000  — $1,000,000  (includ- 
ing Federal  &  Roch.)    

$25,000  —  $100,000  (smaller 
independent  companies 
mostly  Bell  Co.  reported)    . 

$10,000  — $25,000 

$5,000  —  $10.000 

$1,000  — $5,000 


A 

13 

B 

17 

C 

33 

D 

43 

£ 

73 

F 

204 

12 

•  • 

*  • 

6 

3 

1 

9 

1 

«  • 

19 

2 

1 

29 

4 

2 

104 

10 

1 
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Number  of  Franchise  Tax  Reports      Letters    Returned 

List.     Companies.  Assessments.  Received.  Received.  UndelivM. 

G  691        Under  $1,000  (mostly  farmer's 

lines) 302  48  6 

26        No  assessment 6  2  1 

H  46        On  Comptroller's  list,  not  on 

Tax      Commissioner's      list 
(stock  quotation,  messenger, 

cable,  wireless  companies).  7  3  1 

I  5        Holding    and    manufacturing 

companies . .  1 


1,151  Total 494  74  13 
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EXHIBIT  93. 


List   "C/'   Companies   Assessed    Between   Twenty-five   Thousand  and 

One  Hundred  Thousand. 

LIST  "  C." 

Telegraph  a?«d  Telephone  Companies  Having  Special  Franchise  Assess- 
ments Bet\i'EEN  $25,000  AND  $100,000. 

Name  of  Company  and  Location  of  Office.  Final,  1909. 

Adirondack  Home  Telephone  Co.,  Albany $56, 450 

Amsterdam  Auto  Telephone  Co., 34, 000 

Automatic  Fire  Alarm  Co..  New  York 75, 000 

Auburn  Telephone  Co.,  Wilkesbarre,  Pa 52, 150 

Auburn  Subway  and  Electric  Co 

Black  River  Telephone  Co.,  Lowville 49, 575 

County  Telephone  Co.  of  Herkimer 32, 400 

Citizens'  Standard  Telephone  Co.,  Kingston 40, 800 

Clinton  Telephone   Co.,  Albany 25, 775 

Cohoes- Water  ford  Home  Tel.  Co.,  Albany 31, 075 

Columbia  Telephone   Co.,   Hudson 57, 550 

Consolidated  Fire  Alarm  Co.,  New  York 35, 000 

Corning   Telephone   Co.,   Buffalo 26,900 

Dutchess  County  Telephone  Co.,  Poughkeepsie 34,450 

Farm  and  Village  Telephone  Co.,  Moravia 30, 650 

Granville  Telephone  Co.,  Granville 46,225 

Great  North -Western  Telegraph  Co.,  Toronto 32, 350 

Home  Telephone  Co.,  Albion 25, 350 

Home  Telephone   Co.,  Jamestown    75, 640 

Inter  Lake  Telephone  Co.,  Canandaigua 33, 880 

Ithaca  Telephone  Co.,  Buffalo 31,600 

Livingston  County  Telephone  Co.,  Buffalo 42, 900 

Manhattan  Fire  Alarm  Co.,  New  York 47,000 

Newburg  Home  Telephone  Co.,  Albany 25, 600' 

Niagara  County  Home  Telephone  Co.,  Niagara  Falls 85.330 

Orange  County  Telephone  Co.,  Middletown 30, 725 

Oswego  County  Ind.  Telephone  Co.,  Fulton,  N.  Y 29, 700 

Otsego  Home  Telephone  Co.,  Cooperstown 31, 700 

Perry  Telephone  Co.,  Perry , 30,250 

Rome  Home  Telephone  Co.,  Rome 52,865 

Schenectady  Home  Telephone  Co.,  Albany 83, 350 

fipec.  Fire  Alarm  Electric  Signal  Co.,  New  York 50, 000 

State  Line  Telephone  Co.,  New  York 43,350 

Wayne-Monroe  Telephone  Co.,  Lyons 41, 425 

Total $1,421,045 
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EXHIBIT  94. 


List   "D"   to   '*!**   Information    Regarding   Companies   Assessed    for 
Twenty-five  Thousand  or  Under,  and  Those  Having  No  Assessment. 

LIST  "  D." 

Telegraph  and  Telephone  Companies  in  New  York  State  Having  Special 
Franchise  Assessments  Between  $10,000  and  $25,000. 

Name  of  Company  and  Location  of  Office.  Assessment. 

American  District  Telegraph  Co.  of  Brooklyn $12, 000 

American  Union  Telegraph  Co.,  Harrisburg 13, 375 

Baiting  Hollow  &  Roanoke  Telephone  Co.,  Riverhead 12, 100 

Batavia  Home  Telephone  Co.,  Albany 11, 000 

Bergen  Telephone  Co.,  Rochester  11, 325 

Bolivar  Telephone  Co.,  Syracuse   11, 950 

Brooklyn  Telegraph  and  Messenger  Co.,  Brooklyn 10.  000 

Cayuga  Southern  Telephone  Co.,  Poplar  Ridge 16, 950 

Citizens'  Telephone  Co.  of  Bath,  Buffalo  10, 000 

Compagnie  Francais  des  Cables  Telegraphiques,  New  York  city  19,650 

Co-Operant  Telephone  Company,  Whitehall  12, 900 

Dunkirk-Fredonia  Telephone  Co 11,  900 

Dunkirk  Home  Telephone  Co.,  Dunkirk  13, 150 

Erie  Wyoming  Telephone  Co.,  Sardinia 10,  875 

Geneva  Telephone  Co.,  Buffalo  17, 850 

Highland  Telephone  Co.,  Highland  Hills 10, 670 

Home  Telephone  Co.  of  Oneonta,  Albany  22, 150 

Hornellsville  Telephone  Co 20, 000 

Jefferson  County  Telephone  Co.,  Watertown  16, 400 

McDougall  Telephone  Co.,  McDougall  10, 500 

Mexican  Telegraph  and  Cable  Co.,  New  York 12, 000 

National  District  Telegraph  Co.,  New  York 16, 000 

New  York  Independent  Co.,  New  York 10, 000 

N.  Western  Telephone  and  Telegraph  Co.,  Carthage 12, 925 

Ontario  County  Mutual  Telephone  Co.,  Holcomb 11, 950 

Penn  Yan  Telephone  Co.,  Buffalo  10, 700 

Port  Henry  Telephone  Co.,  Port  Henry 10,  075 

Prattsburg  Overland  Telephone  Co 19, 165 

Rose  Telephone  Co.,  S.  Kortright 17,  050 

Telephone,  Telegraph  and  Cable  Co.  of  East  New  York 10,  950 

Ticonderoga  Home  Telephone  Co 21, 100 

Ticonderoga  Telephone  Co 11,  760 

Seneca  County  Home  Telephone  Co.,  Seneca  Falls 21, 850 

Seneca  Gorham  Telephone  Co.,  Stanley 26, 000 

Sherman  Telephone  Co.,  Sherman  14, 550 

Southern  N.  Y.  Toll  Co.,  Albany  11,  350 

•  Trumansburg  Home  Telephone  Co 10, 900 

Tryon  El.  Sub.  Co.,  Johnstown   10, 275 
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Name  of  Company  and  Location  of  Office.  Assessment. 

Union  Telephone  Co.,  Sidney $10,  42.5 

Watervliet- Green  Island  Home  Telephone  Co.,  Albany 12, 600 

Wayne  County  Telephone  Co.,  Lyons 11, 825 

Westfield  Telephone  Co 10,  650 

West  Shore  Home  Telephone  Co.,  Albany 12,  700 

Wyoming  County  Telephone  Co.,  Castile  12, 300 

Total $603, 635 


<«  V  f* 


LIST  **  E. 

Telephone  and  Telegraph  Companies  in  New  Yobk  State  Having  Special 
Franchise  Assessments  Between  $6,000  and  $10,000. 

Name  of  Company  and  l..ocation  of  Office.  Assessment. 

Adirondack,  Lake  George  and  Saratoga  Tel.  Co.,  N.  Y $7, 725 

Ashville  &  Panama  Telegraph  and  Telephone  Co..  Jamestown  ...  6, 700 

Belmont  Citizens'  Telephone  Co 6, 930 

Brockport  Telephone  Co 5, 430 

Brooklyn  District  Telegraph  Co'.,  Limited  7, 600 

Byron  Telephone  Co 6, 500 

Camden  Home  Telephone  Co 7, 400 

Caroline  Telephone  Co.,  Slaterville 7, 250 

Cato  &  Meriden  Telephone  Co.,  Cato 6, 750 

Catskill  Mountain  Telephone  Co.,  Jewett  9,  425 

Cayuga-Onondaga  Telephone  Co 7, 400 

Chenango  Valley  Telephone  Co 6,  390 

Citizens'  Telephone  Co.  of  Akron 6,  050 

Clifton  Park  Telephone  Co.,  Albany 6,  700 

Clinton  Home  Telephone  Co.,  Utica   7,  435 

Cobleskill  Telephone  Co 8,  825 

Columbia  &  Rensselaer  Tel.  &  Tel.  Co.,  W.  Lebanon 7,  950 

Cornwall  Telephone  Co 5,  700 

Cuba  Telephone  Co.,  Cuba,  N.  Y 7,  350 

Danby  Telephone  Co.,  Ithaca   6^  525 

Delaware  &  Otsego  Ind.  Toll  Line,  Oneonta 8, 065 

Delaware  River  Tel.  &  Tel.  Co 8, 000 

Delhi  Telephone  Co 7,  785 

Dryden  Telephone  Co 6, 150 

Earlville  Telephone  Co 8, 475 

East  Aurora  Telephone  Co.,  BufTalo 9,  350 

Eastern  N.  Y.  Telephone  and  Telegraph  Co.,  Hoosick  Falls 6,000 

East  Randolph  Telephone  Co 6,  060 

East  Springfield  Telephone  Co 9, 185 

Elma  Telephone  Exc 5, 200 

Fairport  Telephone  Co 5, 000 

C.  Fred  Fowler,  Walden 6, 300 

Gowanda  Bell  Telegraph  and  Telephone  Co 7,  350 

Hamlin  Rural  Telephone  Co 7,  885 


r 
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Name  of  Company  and  Location  of  Office. 

Hanover  Telephone  Co.,  Buffalo 

Hilton  Telephone  Co.,  Hilton  

Holly  Telephone  Co.,  Buffalo  

Home  Telephone  Co.  of  Ellicottville 

Keeseyille  Telephone  Co 

Le  Roy  Telephone  Co.,  Buffalo 

Madison  Mutual  Telephone  Co 

Jas.  B.  Marquis  Telephone  Co.,  Norwich 

Mt.  Morris  Telephone  Co.,  Buffalo 

Nat.  Automatic  Fire  Alarm  Co.  of  Long  Island 

New  Berlin  Telephone  Co 

New  Lisbon  Farm  Telephone  Co.,  Garrettsville 

New  Rochelle  &  Westchester  Telephone  Co 

New  York  &  Montauk  Tel^raph  Co 

Northern  Tioga  Telephone  Co.,  Newark  Valley  . 
North  Shore  Telephone  Co.,  Port  Jefferson  . . . . 

Norwood  Telephone  Co 

Nunda  Telephone  Co 

Ogden  Telephone  Co.,  Spencertown 

Oneida  County  Rural  Telephone  Co 

Pioneer  Telephone  Co.  of  Clarence 

Port  Byron  Telephone  Co 

Port  Jervis  Telephone  Co 

Ripley  Telephone  Co 

Rochester  District  Telegraph  Co 

Salamanca  Telephone  and  Telegraph  Co. 

Sharon  Telephone  Co 

Skaneateles  Telephone  Co « 

Springville  Telephone  Co 

Susquehanna  Valley  Telephone  Co 

Trumansburg  Cit.  Telephone  Co 

Trumbull's  Cor.  Telephone  Co 

Walton  Home  Telephone  Co 

Walton  People's  Telephone  Co 

Warner  Telephone  Co.,  Buffalo 

Warwick  Valley  Telephone  Co 

Wayland  Ind.  Tel.  Co 

Wills,  H.  S.,  Ellenville 

Wellsville  Telephone  Co.,  Buffalo    


Assessment. 

$7,900 

9,250 

8,000 

6,850 

5,810 

8,900 

6,000 

8,525 

7,300 

6,000 

7,950 

5,700 

6,000 

7,700 

9,800 

6,600 

7,475 

5,950 

9,650 

5,600 

7,010 

7,300 

8,000 

6,000 

5,000 

7,350 

8,000 

6,700 

7,500 

6,750 

5,000 

8,675 

5,000 

5,600 

6,350 

6,500 

7,500 

8,600 

7,550 

Total $606, 075 


LIST  "  F." 

Telepjione  and  Telegraph  Companies  in  New  York  State  Having  Fran- 
chise Assessments  Between  $1,000  and  $5,000. 

Name  of  Company  and  Location  of  Office.  Assessment. 

John  M.  Akeley,  Leon   $1,  570 

Addison  &  Bath  Telephone  Co 1,  750 

Alden  Telephone  Co.,  Buffalo 1, 600 
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Name  of  Company  and  Location  of  Office.  ABseasm^nt, 

Alexandria  Bay  Telephone  Co $1,  200 

Alfred  Telephone  and  Telegraph  Co 2,  ?50 

Allegany  &  Potter  County  Telephone  Co.,  Wellsville 1, 200 

John  Anderson,  Jr.,  Newcomb    1, 560 

Angelica  Telephone  Co 2, 950 

Attica  Home  Telephone  Co.,  Buffalo 4, 000 

Bainbridge  Telephone  Co 1, 175 

Amos  Barnum,  N.  Harpersfield  1, 245 

Barrington  &  Wayne  Telephone  Co.,  Wayne 2,  800 

Basler  Telephone  Line,  S.  Valley   1, 210 

Bath  &  Hammondsport  Telephone  Co 1, 065 

Belfast  Telephone  Co 4,  875 

Berkshire  Home  Telephone  Co 1, 150 

Black  Lake  Telephone  Co 1,  050 

Boston  Valley  Telephone  Co 2, 275 

Bradford   Telephone   Co.,   Bath 2,  800 

Brookfield  Telephone  Co.,  Limited  1, 600 

Burdett  Home  Telephone  Co 1,  500 

Buskirks  &  So.  Cambridge  Tel.  Co 1,  075 

Butler  Ind.  Rural  Tel.  Co.,  So.  Butler 1, 200 

Caledonia  Telephone  Co.,  Buffalo 1,  900 

Canadice  Telephone  Co 3,  300 

Candor  Telephone  Co 3,  550 

Canisteo  Telephone  Co.,  Buffalo 3,  300 

Cape  Vincent  Telephone  Co 2,  400 

Cattaraugus  T.  &  T.  Co 2,  000 

Cay  wood,  Lodi  &  Valois  Co-op.  Telephone  Co 1,  260 

Oazenovia  Telephone  Co 2,  900 

Central  Sq.  Telephone  Exchange   1,  476 

Ohamplain  Telephone  Co 3,  850 

Champlain  Valley  Telephone  Co 3,  075 

Charlotte  Telephone  Co 3,  500 

Charlotte  Valley  Telephone  Co 3,  575 

Chatham  Co-op.  Telephone  Co 1,  950 

Chautauqua  Tel.  &  Tel.  Co 2,  500 

Chazy  Telephone  Co.,  W.  Chaz>' 2,  525 

Chester  Telephone  Co 2, 000 

Chestertown  Telephone  Co 2. 000 

Citizens'  Telephone  Co.  of  Hammond 2, 260 

Citizens'  Telephone  Co.  of  Little  Valley.  Buffalo 2.  800 

Clarksville  Telephone  Co 1,  566 

Clifton  Springs  Telephone  Co.,  Buffalo 2,  600 

Cohocton  Valley  Telephone  Co.,  Buffalo  . ". 1,  100 

Conesville  &  Gilboa  Telephone  Co 1, 935 

Conewango  Valley  Home  Telephone  Co.,  Buffalo 4,  850 

Copake  Telephone  Co 2,  725 

Coxsackie  &  Greenville  Telephone  Co 1,  025 

Crosby  &  Barrington  Tel.  Co..  Penn  Yan 1,  176 

Crown  Point  Telephone  Co.,  Albany  2, 860 

Crystal  Lake  Home  Telephone  Co.,  Troy 1, 900 


iSo.  38] 
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Name  of  Company  and  Location  of  Office.  Assessment, 

Ciimmings  &  Stoddard  Telephone  Co.,  New  Woodstock $4,  300 

Darien  Telephone  Co 4, 575 

Xtelaware  &  Sullivan  Tel.  &  Tel.  Co.,  Long  Eddy 1, 200 

Itelaware  Valley  &  Lake  Huntington  Tel.  Co.  . .  i 1, 375 

Delaware  Valley  Telephone  Co.,  X.  Sanford 3, 600 

Deposit  Telephone  Co 3,  600 

De  Ruyter  &  Lincklaen  Telephone  Co 1,  600 

Downsville  Telephone  Co 3, 720 

Dundee  Telephone  and  Telegraph  Co 2, 000 

Dundee  &  Crystal  Springs  Telephone  Co.,  Dundee 2, 000 

East  Concord  Telephone  Co 1, 060 

Eastern  District  Messenger  Co.,  New  York \ 4, 000 

East  Fishkill  Telephone  Co 4, 350 

E.  Hampton  &  Fireplace  Telephone  Co 1,  000 

East  Pembroke  Telephone  Co 2, 100 

Easton  &  S.  Cambridge  Telephone  Co 4, 435 

Easton  Telephone  Co.,  Valley  Falls 2, 550 

Eden  Telephone  Co.,  Eden  Center   4, 675 

Edmeston  &  Winfield  Tel.  Co 1, 190 

Ellenburg  Telephone  Co 1, 150 

Empire  &  Keystone  Telephone  Co.,  Barry ville 1, 000 

Farmers*  Exchange  Tel.   Co.,  Meriden    1, 765 

Farmers'  Telephone  Co.  of  Rensselaer  County 1, 110 

Farmers*  Union  Telephone  Co.,  Sussex,  N.  Y 1,  056 

Alford  Farnett,  Marcellus    1, 700 

Fllmore  Telephone  Co 2,  990 

Franklinville  Telephone  Co.,  Buffalo 3, 200 

Friendship  Telephone  Co 3, 600 

Friend  Tel.  &  Tel.  Co.,  Penn  Yan  2,  825 

Fulton  Chain  Tel.  &  Tel.  Co.,  Old  Forge 2, 650 

Oalway  Telephone  Co 3, 000 

lirand  Island  Telephone  Co.,  Buffalo 2,  900 

Gilford  Telephone  Exchange 1,  500 

Hamburg  Telephone  Co.,  Buffalo    '  3, 900 

Hamilton  Telephone  Co 1, 400 

Hammondsport  Tel.  Co 2, 200 

Hancock  Telephone  Co 2, 650 

Hanse  Hill  Telephone  Co 1.  000 

Hawleytown  Telephone  Co 1, 085 

Honeoye  Falls  Telephone  Co 1,  200 

Hornby  Telephone  Assn..  Corning   2,  450 

Home  Telephone  Co.  of  Attica,  Buffalo 4,  000 

Home  Telephone  Co.  of  Philadelphia,  N.  Y 3,  600 

Ivory  Telephone  Co.,   Kennedy 1,  425 

Jefferson  Telephone   Co 2,  800 

Johnsonville  Telephone   Co 1,  300 

Kent  Telephone  Line 1,  100 

Keuka  Park.  Branchport  and  Pultney  Telephone  Co 2, 000 

Killoway  Telephone  Co.,  Marathon 2, 100 

Kinzua  and  Corydon  Telephone  Co 2,  500 

40 
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Name  of  Company  and  Location  of  Office. 

Lake  George  Tel.  and  Tel.  Co 

Lake  Mohonk  Telegraph  Co.,  New  York 

Lapeer  Telephone  Co.,  Marathon 

Lamb  Hollow  Telephone  Co.,  «Hamden 

Leonardville  Telephone  Co 

Lester  Telephone  Co 

Lewis  and  Elizabethtown  Telephone  Co 

Little  Valley  Telephone  Co.,  Rochester 

Livingston  Rural  Telephone  Co.,  Dal  ton 

Livonia  Telephone  Co.,  Buffalo 

Lockwood    Telephone   Co 

Luzerne  Telephone   Co 

Machias  Telephone  and  Electric  Co 

McLean  Home  Telephone  Co 

G.  H.  Mason,  Corinth  

Masonville  Telephone  Co 

Mayville  Telephone  Co 

Meredith  Telephone  Co 

Middleburg  and  Oak  Hill  Telephone  Co 

Middleburg  Telephone  Co 

Milo  Telephone  Co 

Monticello  Telephone  Co 

Mt.  Ettrick  Telephone  Co.,  West  Chenango 

Mountain  Home  Telephone  Co.,  Albany 

Mutual  Telephone  Association,  Leon   

Nanticoke  Valley  Tel.  and  Tel.  Co 

Ne-Ah-Ga  Telephone  Co.,  Sterling  Station 

Neversink  River  Telephone  Co 

North  Chemung   Telephone    Association 

North  Collins  Telephone  Co.,  Buffalo 

North  Country  Tel.  and  Tel.  Co.,  Evan's  Mills.. 

North  Creek  Telephone  Co.,  North  Creek 

Odessa  Telephone  Co 

Orchard  Park  Telephone  Co.,  Buffalo 

Otselic  Valley  Telephone  Co.,  Cincinnatus 

Oulevat  Valley  Telephone  Co.,  Franklin,  N.  Y 

Our  Own  Telephone  Co.,  Chittenango,  N.  Y 

Oxford  Telephone  Co 

Oxford  Valley  Telephone  Co 

Palermo  Telephone  Co 

Patrons'  Telephone  Co.,  Lysander   

Pattersonville  Tel.  Co 

Perrysburg  Tel.    Co 

Phelps  Home  Tel.  Co , 

Pierce  and  Peasler  Rural  Tel.  Co.   (S.  Jefferson) 

Pioneer  Telephone   Co.,   Rochester 

Pittsford  Telephone  Co.,   Buffalo 

Pittstown  Telephone  Co.,  Melrose 

Plainville  Telephone  Co 

Portland   Telephone   Co 


Assessment. 
$2, 300 
1,150 
1,150 
1,600 
1,190 
1,760 
1, 765 
4,650 
2,980 
3,500 
1,075 
1,450 
1,950 
1,180 
1,200 
2,615 
3,750 
1,025 
.  1, 050 
1,000 
1.175 
1, 550 
3,335 
3,850 
1, 570 
1,035 
1,250 
3,200 
1,100 
4,400 
4,650 
4,575 
2,915 
1,400 
3,085 
3,675 
4,550 
2,000 
1,225 
1,500 
3,250 
2, 760 
2,000 
1,760 
3,255 
4,075 
2,450 
1,200 
2,250 
4,600 
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Name  of  Company  and  Location  of  Office.  Assessment. 

Bavena  and  Medway  Tel.  Co $1,  450 

Reading  and  Rock  Stream  Tel.  and  Tel.  Co 4,  845 

Red  Hook  Telephone  Co 2,500 

Red  Jacket  Telephone  Co 4, 400 

Remsen  and  W.  Canada  Creek  Tel.  Co.,  Northwood 2, 375 

Rensselaer  Falls  Tel.  and  Tel.  Co 1, 200 

Reynoldston   Telephone   Line    2, 325 

Rhinebeck  Telephone  Exchange   3, 850 

Richmondville,  Seward  and  Sharon 3, 850 

Rose  Hill  Telephone  Co 1, 100 

Rural  Tel.  Co.  of  Clifton  Springs 2,  850 

Rushford  Telephone  Co.,   Buflfalo 3,  676 

Rush  Telephone  Co.,  Buffalo 2,  300 

Theresa   Telephone    Exchange 2, 500 

Savannah  Telephone  Co 2,  225 

Schenectady,  Delanson  and  Esperance  Tel.  Co 1,  550 

Schoharie  Valley  Telephone  Co.,  Hunter,  N.  Y 2,  625 

Schroon  Lake  and  Crown  Point  Tel.  Co.,  Albany 2, 150 

Seneca  Ind.  Tel.  Co , 1,  330 

Sherburne  Telephone  Co 2, 950 

Short  Trade  Telephone  Co 1,  020 

South  Bethlehem  Tel.  Co 1, 685 

Southport  Telephone   Co 1, 000 

Stafford    Telephone   Co 1,050 

Stamford   Telephone  Exchange    3, 000 

Stedman  Co-operative  Tel.  Co.,  Mayville,  N.  Y 1, 435 

Stevens  Mills  Telephone  Co.,  Hornell   2, 190 

Sterling  Telephone   Co.,   Fairhaven 1, 100 

Stewart,  Kirbaugh,  Shanley  Co.,  New  York  City 1, 800 

Syracuse  District  Messenger  Co 3, 000 

Torrey  Telephone  Co.,  Dresden   1,  425 

Treadwell  Telephone  Co 1,  850 

Truxton  and  Cuyler  Telephone  Co.,  Cuy ler '  2,  825 

Tuscarora  Telephone  Co.,  Nelson,  Pa 1, 000 

Tyrone   Telephone   Co 2, 1 15 

Ulysses  Co-operative  Tel.  Co.,  Jacksonville 3, 200 

Unadilla  Valley  Farmers'  Tel.  Co.,  Mt.  Upton 1, 060 

Union  Telephone  Co.  of  Pt.  Peninsula 2, 000 

Upper  Hudson  Telephone  Co.,  Coxsackie  1, 250 

Valley  Telephone  Co.,  Buffalo  4, 600 

Warsaw  Home  Tel.  Co.,  Elyria,  0 4,  950 

Waterville  TeL  Co 3,710 

Wayne  and  Hammondsport  Tel.  Co 1, 470 

Watkins  Telephone  Co.,  Buffalo 4,  850 

Western  Sullivan  Tel.  and  Tel.  Co 2,  400 

West  Lakeside  Tel.  Co.,  Skaneateles 4, 700 

West  Valley  Tel.  Co 4,600 

Westport,  Essex  and  Lewis  Tel.  Co 1,  670 

Thoa.  F.  Wait  &  Co.,  New  York  City 2, 600 
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Name  of  Company  and  location  of  Office.  Assessment. 

White  Creek  Telephone  Co $2. 000 

Worcester  Telephone  Co.,  So.  Valley 2, 200 

Yorktown  Telephone  Co 4, 350 

Total $483, 445 


LIST  "G." 
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Assessments  Undeb  $1,000. 

Name  of  Company  and  Location  of  Office.  Assessment. 

Accord  and   Whitefield  Tel.  Une $150 

Adams  Center  Telephone  Line 100 

Adams  State  Road  Rural  Tel.  Co 100 

Addison  Exchange  Telephone  Co 150 

Adrian  and  Cata^tonk  Telephone  'Line 100 

Adrian  Century  Tel.  Co.,  Cameron 150 

Afton  and  Coventry  Tel.  Co 260 

Allegheny  ^iutual  Telephone  Co.,  Andover 750 

Alma  Tc  lephone  Co.,  Pikeville    '. 950 

Almond   Mutual  Tel.  Association    135 

American  District  Telegraph  Co.  of  Troy 500 

Amsterdam  and  Minnavillc  Tel.  Association 125 

Andes  and  Bovina  '1  elej)hone  Co 280 

Andes  and  Delhi  Telegraph  Co 650 

Andes  and  Hamden  Telephone  Co 725 

Andes  and  Middlftown  Ind.  Farmers'  Telephone  Co 476 

Andover  and  Fulmer  Valley  Telephone  Co 13d 

Andover  and  Greenwood  Telephone  Co 275 

Andover  and  Voorheos  Hill  telephone  Co 150 

Andover  and  W.  CIrei'nwood  Telephone  Co 150 

Andover  and  Whitesville  Telephone  Co 525 

Arkport,  Bishopville  and  Almond  Telephone  Co.,  Hornoll 260 

Arkport,  Burns  and  Canaseraga  Telephone  Co 635 

Arkport  Independent   Tel.   Co 000 

Austerlitz  and  N.  Hillsdale  Co-operative  Telephone  Co 18o 

Austin  and  Oleason   Telephone  Co 150 

Bacon  Hill  Home  Telephone  Co. 250 

Bainbridge  and  Guilford  Telephone  Co 335 

Baldwin  Telephone  Line,  Leonardsville' 100 

Barherville   First  Line    '.'. 300 

Charles   Barker,  Central  Valley 235 

Basic  Ck.  Telephone  Co.,  Greenville.  .;.... 210 

Batli  and  Cameron  Telephone  Co. 600 

Bath  and  Jonesville  Telephone  Co. 300 

Batli  and   Mitchellville   Co.    ..:....:::.. •  800 

Beach  Hill  Telephone  Co..  Wellsville:  . : 100 

Beekmantown  Telepluine   Co.    ...........  1 700 

t.  T.   Benedict,   Hillsdale 300 
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Name  of  Company  and  Location  of  Office.  Assessment. 

J.  V.  Benjamin,  Owego t$260 

Bennett's  Creek  and  Greenwood  Tel.  Co 525 

W.  T.  Bennett 125 

Benton   Telephone    Co 300 

Bethel   Telephone  Co. 476 

Bielefield  Telephone  Co 400 

Big  Eddy  Telephone  Co 700 

Birdsall  and  Jersey  Hill  Telephone  Co 400 

Black  Creek  Telephone  Co 300 

Blake's  Telephone  Line    210 

Bliss  Company    100 

Boquet  Mutual  Telephone  Co 300 

Borodino  Local  Telephone  Co 225 

Bovina  and  Bovina  Center  Telephone  Co 175 

Bovina  and  Middletown   Telephone   Co 250 

Bovina  Center  Telephone  Co 200 

Bracket  Pond  Telephone  Co 215 

Wm.    Bradford    125 

Bradley  Creek  Telephone  Co.,  Union  Center «. .  190 

Breezepoft  Telephone  Co 815 

Brookley  Telephone  Co.,  Cameron 160 

Edw.  C.  Bucher,  Gettaville    700 

Buena  Vista  and  Howard  Telephone  Co 126 

Buena  Vista  Telephone  Co 100 

Bunker  Hill  Telephone  Co.,  Oswego 250 

Burlington  and  Exeter  Mutual  Tel.  Co 460 

Burlington  Flats  and  Leonardsville  Tel.  Co 425 

Burlington  Hill  Telephone  Co 260 

Butternut  Fanners'  Telephone  Co 500 

Butternut  and  Wells  Bridge  Farmers'  Telephone  Co 360 

Coventry  and  Brisben  Telephone  Co 190 

Coventry  and  Gilford  Telephone  Co 160 

California  Telephone   Co.,   Oswego 336 

Campbell  and  Rising  Telephone  Co 550 

Canaan  and  Chatham  Co-operative  Telephone  Co 600 

Canaseraga  and  Bishopville  Telephone  Co 300 

(^anaseraga  and  Klepnoekie  Telephone  Co. 320 

Canisteo  and  Adrian  Telephone  Co 100 

Canisteo  Valley  Telephone  Co 300 

Cannonsville  and  Deposit  Telephone  Co 410 

Cannonsville  Dry  Brook  Telephone  Co 250 

Cannonsville  Home  Telephone  Co 300 

8.   A.   Carter  Telephone  Line,   Arkport 726 

Cascade  Valley  Telephone  Co 400 

Caton  Telephone  Association    540 

Cayutaville  Telephone  Co 825 

Central  Bridge  Telephone  Co 175 

Chamberlain  Telephone  Lino.  Constable,  X.  Y 525 

Chamber's  Hollow  Telephone  Co 120 
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Name  of  Company  and  Location  of  Office.  Assessment. 

Chamber's  Telephone  Co $150 

C.  W.  Chapin   250 

Chateaugay  Ore  and  Iron  Co.,  New  York  City 300 

Chateaugay  Telephone  Co 650 

Chatham,  Harlemville  Co-op.  Tel.  Co 150 

Cheese  Hill  &  Crystal  Lake  Tel.  Co.,  Preston  Hollow 200 

Chenango,  Broome  Telephone  Co 800 

Chenango  Forks  &  Page  Brook  Telephone  Co 225 

Walter  W.  Cheenev,  Manlius   100 

Cheshire  St.  Telephone  Co.,  Coventryville 125 

ChesterviUe  Local  Telephone  Co 140 

Chuctanunda  Telephone  Co 165 

Citizens*  Telephone  Line,  Knox   150 

Citizens'  Union  Telephone  Co.,  Wolcott 150 

A.  M.  Clark,  N.  Lawrence   200 

Clement  Hill  Tel.  Co.,  Canisteo 200 

W.  H.  Closs,  N.  Rose 300 

Coeymans  &  Westerlo  Telephone  Co 826 

Cohocton  &  Loon  Lake  Telephone  Co -150 

Ueo.  R.  Conklin 100 

Consolidated  Air  Line  Telephone  Co. 350 

Lewis  Coons,  Middleburg    350 

Cottage  Telephone  Co.,  Red  Creek 200 

Coventry  &  Greene  Telephone  Co 250 

Cowles,  F.  D.,  Spencer  300 

Cowlesville  Telephone  Co.,  Alden 220 

Coyle  Hill  Telephone  Co 150 

Crosby  Creek  Telephone  Co.,  Hornell 100 

A.  G.  Cross,  Charlotte  Center ooO 

Crystal  Springs  Telephone  Co.,  Dundee 160 

Cutting  Telephone  Co.,  Glynor 180 

Davis  &  !Mead,  Hobart 450 

John  A.  Day,  Youngsville  225 

Deep  Notch  Telephone  Co.,  N.  Y 200 

Delaware  &  Schoharie  Tel.  Co 850 

Delavan  Telephone  Exchange 100 

Delhi  &  Bloomville  Telephone  Co 100 

Despatch  Telephone  Co.,  liufTalo 600 

Dickey  Telephone  Co.,  Cameron 225 

Dimmick  Hollow  Farmers*  Telephone  Co 600 

Deigh  Hill  Telephone  Co.,  Arena 625 

Dover  Local  Telephone  Co 500 

Dowd  &  Lee,  Wolcott 200 

Dryden  Hill  Telephone  Co 200 

Dry  Hill  Telephone  Co 335 

Duanesburg  &  Florida  Telephone  Assn 575 

East  Berkshire  Telephone  Co 975 

East  Berne  Telephone  Exchange  * 700 

"East  Brook  Telephone  Co 180 
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Name  of  Company  and  Location  of  Office.  Assessment. 

East  End  Telephone  Co $200 

East  Hill  Telephone  Co 360 

East  Jewett  Telephone  Co 350 

East  Laidly  Telephone  Co.,  Corning 150 

East  Preston  Telephone  Co 130 

East  Remsen  Telephone  Co 300 

East  Richford  Telephone  Co 650 

East  Road  Telephone  Co 150 

East  Side  Telephone  Co.,  Stockbridge  100 

East  Steam^burg  Ind.  Telephone  Co 800 

East  Troupsburg  &  Woodhull  Telephone  Line 680 

East  Valley^  W.  Greenwood  Telephone  Co 210 

East  Valley  Telephone  Co 450 

Eaton  Hill  Telephone  Co.,  Willett,  N.  Y i . . 310 

Edson  Telegraph  Co 300 

Eggleston  Hill  Telephone  Co 375 

Ellery  Subway  Telephone  Co 120 

Ellisto\vn  Telephone  Co 350 

Elm  Valley  Telephone  Co 506 

Henry  A.  Emerson,  Bath l\ •  676 

A.  S.  Emmons,  Spencer ; 300 

Empire  Toll  Line  A ISO 

Erin  Swartwood  Telephone  Co * 210 

Essex  and  Whallonsburg  Telephone  Co. 865 

Essex  and  Willsboro  Mutual  Telephone  Co 185 

Essex  Mutual  Telephone  Co 160 

Fairview  Telephone  Co 260 

Eairhaven  and  Sterling  Junction  Telephone  Co 300 

Fall  Creek  Telephone  Co 280 

Farmer's  Co-op.  Telephone  Co.,  Wolcott 425 

Farmer's  Co-op.  Telephone  Co.,  Sp.  Lake 370 

Farmer's  Ex.  Telephone  Co.,  Sp.  Lake 230 

Farmer's  Ind.  Telephone  Co.,  French  Ck 650 

Farmer's  Mutual  Telephone  Co.,  Cohocton '. 900 

Ffirmer's  Mutual  Telephone  Co.,  Greenwood 785 

Farmer's  Telephone    Co.  of  Madison  and  Oneida  Co 850 

Farmer's  Telephone  Line,   Bonney 450 

Farmer's  Telephone  Line,  Moreland   Sta 100 

Farmer's  Union  Telephone  Co.,  Almond 305 

Farmer's  Union  Telephone  Co.,  Jasper 210 

Filer's   Corners   Farmer's   Telephone  Co 375 

Findley  Lake  &  Carter  Hill  Toll  Line 135. 

Findley  Lake  &  Sulphur  Sp.  Telephone  Co 250 

Flax  Island  Telephone  Co ." 426 

Florida  Telephone  Co 100 

Forrest  Telephone  Co.,  Barneveld 22'o 

A.  B.  Foshay,  Kent  Cliff 150 

Fdeter  Valley  Telephone  Co 426 

Fourteen  Telephone  Co.,  Red  Ck. . .  .^ 360 
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Name  of  Company  and  Location  of  Office.  Assessment.  \ 

Frankfort  E.  &  W.  Schuyler  lelephone  Co $750 

Freehold  &  Cairo  Telephone  Co 325 

Freehold  &  E.  Durham  Telephone  Co 150                   | 

Freehold  &  E.  Windham  Telephone  Co 840 

Freehold  &  Gayhead  Telephone  Line 150                   | 

Freehold  &  Red  Iklills  Telephone  Co 140                   | 

Freehold  &  Wright  St.  Telephone  Co 200 

Freetown  Telephone  Co 480 

French  Ck.  &  Findlay  Lake  Telephone  Co 400 

French  Roads  Telephone  Co 175 

Frisbee  St.  Coop.  Tel.  Co 535 

Fulton  Valley  Telephone   Co 985 

Gansevoort   Home    Telephone    Co 300 

Gayhead  &  Greenville  Center  Telephone  Co 175 

Gayhead  &  King  Hill  Telephone  Co 100 

Gayhead  &  Urlton  Telephone  Co 150 

Geneganslet  Lake  Telephone   Line 455 

Geneganslet   Valley   Telephone   Co 310 

Gilbrook  Telephone  &  Telegraph  Co 400 

Gladstone  Hollow  Telephone  Co. . .' 175 

Glendale  Telephone   Co 925 

Glezen  House  and  Glezen  Line 100 

Goulds  Telephone  &  Telegraph  Co 350 

W.  H.  S.  Govern,  Stamford 250 

Grant  &  Cold  Brook  Telephone  Co 325 

Granton,  Finch  Valley  &  Loomis  Telephone  Co 285 

Grapeville  &  Staco  Telephone  Co 250 

Grapeville  Surprise  Telephone  Line 150 

Gravel  Run  Telephone  Co.,  Canisteo  125 

Gravesville  &  Russia  Telephone  Co 100 

Green  Mountain  Telephone  Line 100 

Green  River  &  Austerville  Co-op.  Telephone  Co ^ . .  310 

Greenville  Center  Telephone  Co 100 

Greenwood  &  Canisteo  Telephone  Co 200 

Gilford  &  Gifford  Telephone  Co 310 

Gilford   Center   Telephone   Co 400 

Gulick   Ind.  Telephone   Co 800 

Hain  Club,  New  York  city 200 

Hallsport  &.  Spong  Telephone  Line 170 

Hallsport  &  Stanards  Telephone  Co ^ . . .  325 

Halsey  Valley  &  Oak  Hill  Ass'n 210 

Halsey  Valley  Telephone  Ass'n 395 

Hamlet  Co-op.  Telephone  Co 100 

Hammondsport  &  Western  Telephone  Co .  .* 175 

Hancock  Mutual  Telephone  Co.,  Boston 250 

Hannibal  &  Martinville  Telephone  Co 750 

Hanover  Hill  Mutual  Telephone  Co.,  Wellsville 150 

Hare  Ck.  Teleplione  Co..  Coreys 100 

Harlemville   Telephone   Co 305 
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Name  of  Company  and  Location  of  Office.  Assessment. 

E.  H.  Harriman,  Arden $225 

Hartsville  Telephone  Co.,  Purdy  CR 480 

Hector,  Logan  &  Burdett  Telephone  Co.' 500 

Hector  Ridge  Telephone  Co 300 

Hector   Telephone  Ass'n 100 

Hill   Crest  Telephone  Ass'n 100 

Hiltonville  &;  Bishopville  Mutual  Telephone  Co 235 

Himrod  Telephone  Co 960 

Hiserodt-Wilde  Telephone   Co.,   Victory 326 

Hodge   Bros.,    Siiiclairville 660 

Holdridge  Telephone  Co 260 

Home  Telephone  Company,  Lyons 300 

Home  Telephone  Co.  of  Hector 500 

Home  Telephone  Co.  of  Valley  Mills 100 

'Howard  &  Big  Ck.  Telephone  Co.,  Hornell 250 

Howard  &  Buena  Vista  Telephone  Co 640 

Howard  &  Hornell  Telephone  Line 675 

Howells  k  New  Vernon  Telephone  Co 176 

Howes  Cave  &  Carlisle  Telephone  Co r 600 

Huntersfield  Telephone  Co 226 

Ilion  &  Cedarville  Telephone  Co 425 

llion  &  Litchfield  Telephone  Ass'n 280 

Independence  &  Hallsport  Local  Telephone  Co 110 

Independent  Telephone  Co.  of  Feriton 360 

Independent  Telephone  Co.  of  W.  Danby 100 

Indian   Fields  Telephone   Co 300 

Ira  Telephone  Co.,  Ltd 160 

-Ischua  Telephone  Exc 426 

Jasper  &  Canisteo  Telephone  Co 396 

Jasper  &  Canisteo  Co-op.  Telephone  Co 100 

Jasper  &,  N.  Jasper  Telephone  Co 260 

Jasper  &  State  Road  Telephone  Co 226 

Jasper  &  Troupsburg  Telephone  Co 275 

Jasper,  N.  Jasper  &  Greenwood  Telephone  Co 160 

Jersey  Hill  Telephone  Co 266 

A.  M.  Johnston,  Hillsdale 650 

Junius  Telephone  Co.,  Junius,  N.  Y t 876 

Kanes   Falls  Pulp  Co 160 

Kanona  &  Tolesville  Telephone  As&'n 460 

Karr  Valley  Mut.  Telephone  Co 600 

Andrew  Katsmayer,  W.  Leyden 176 

Keery  Chemical  Co.,  Hancock ^ 260 

Kelsey  Telephone  Co.,  Hancock 460 

King  Hill  Telephone  Co..  Maine 226 

Kitcbawan  Telephone   Co 260 

Knapp    Telephone    Co , 176 

Lake  Ontario  Telephone  Ass'n..  Red  Ck 300 

Lake  Pleasant  &  Pecico  Telephone  Co 200 

Lake  Valley  Telephone  Co 240 
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Name  of  Company  and  Ix)cation  of  Office.  Assessment. 

Lake  View  Telephone  Co ,. $17o 

Lamb's   Comers   Telephone   Co.,   Greenville 165 

N.  W.  Lawrence,  Bangor 100 

Geo.  M.  Lewis,  Oran 100 

Palmer  H.  Lewis,  Cross  River 60O 

Lincoln    Telephone    Co.,    Oneida 225 

Lisle  &  Center  Lisle  Home  Telephone  Co 200 

Lisle  Rural  Telephone  Co 665 

Litchfield   &   Winfield   Telephone   Line 125 

Littlefield   Telephone    Line 380 

Little  Meadows  Telephone  and  Telegraph  Co 950 

Little  Westkill  Telephone  Co 385 

Local  Telephone  Line .  Xaplos 3<50 

Long  Hill  Telephone  Co.,  Afton 350 

Long  Pond  Fish  &  Game  Ass*n < 250. 

Ludlow  Telephone  Co.,   Oxford 950 

Luzerne  &  Hadley  Telephone  Co 200 

Lycoming  &  New  Haven  Telephone  Co 200 

Lyon  Brook  Telephone  Co 340 

Lyons   Corners  Telephone  Line 275 

McDonough    Telephone    Co 475 

McHenry    Valley    Telephone    Co 150 

Mackenzie  Exc,  Jersev  Citv 100 

Maine  &  Nanticoke  Telephone  Co 280 

Maine,  Newark  Valley  &  Glen  Aubrey  Telephone  Co 610 

Mariaville  &  S.  Schenectady  Telephone  Co 900 

F.  G.  Martin,  Rathbon 125 

Martville  &  Bethel  Telephone  Co 31Q 

A.  E.  &  G.  H.  Marsh  Telephone  Line,  Antwerp 900 

^Marvin  Telephone  Co.,  Clymer 140 

L.  D.  Masson,  Hammondsport 475 

Medusa  &  Greenville  Telephone  Line,  Albany 540 

Mendon  Center  Telephone    Co 650 

Merservey  Hill  Telephone  Co.,  Wellsville 275 

Middleto\vn    Telephone    Co 490 

Midland  Telephone  Co.,  Red  Ck 240 

Midland  Telephone   Co.,   Oxford , .  175 

Midwa}'  Telephone  Co.,  Oxford 150 

Millard  Lumber  Co.,  New  Hamburg 100 

Milwaukee,  S.  Canisteo  &  Canisteo  Telephone  Co 225 

Minaville  &  Amsterdam  Telephone  Co 100 

Minaville  &  Scotch  Bush  Telephone  Co 125 

Minnewaska  &  Kerhonkson  Telephone  Co.,  Ellenville 500 

Mitchell  Hollow  &  ComwallVille  Telephone  Co.,  Windham 925 

Mitchellville  &  Hammondsport  Telephone  Co.,  Bath 235 

Mitchellville  &  Wheeler  Telephone  Co.,  Hammondsport 200 

Montour  Falls  Telephone  Co 500 

Moore's  Telephone   Line,  Nichols 650 

Nanticoke  &  Cadwell  Telephone  Co.,  Lisle 176 
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Xame  of  Company  and  Location  of  Office.  Assessment. 

Neils  Ck.  Telephone  Ass'n,  Cohocton $375 

New  Automatic  &  Free  Bridge  Telephone  Co.,  Auburn 250 

New  Britain  Co-op.  Telephone  Co.,  E.  Chatham 300 

New  Concord  Co-op.  Telephone  Co.,  E.  Chatham 150 

New  England  Telephone  and  Telegraph  Co 700 

New  Kingston  Telephone  Co 600 

Newry  Bural  Telephone  Line,  Greenville .     145 

Xewton  &  Cole,  Stephentown  Center 175 

Newton  Hollow  &  W.  Bainbridge  Telephone  Co ; . .  120 

Newtown  Road  Telephone  Co.,  Burdett .  / 500 

Nicholville  Home  Telephone   Co 825 

Niobe  Telephone  Co 200 

North  Brookfield  Telephone  Club 205 

North  Caton  Telephone  Co.,  Coming 750 

North  East  Telephone  Co.,  N.  Ea.st,  Pa 575 

North   Hannibal   Telephone   Co 350 

North  Harbor  Telephone  Line,  Adams  Center 310 

North  Hillsdale  &  Green  Riv.  Telephone  Co 800 

North  Hill  Telephone  Co.,  Wellsville 100 

North  Jasper  &  Cameron  Telephone  Line 165 

North  Victor^'  &  Jra  Station  Telephone  Line,  Victor 235 

North  Walcott  Telephone  Co 425 

North  Woods  Club  Telephone  Co.,  Paterson,  N.  J 325 

Northern  Telephone  Co.,  Waterloo 110 

Norton  Hill-Grccnville  Telephone  Line 140 

Norton  Hill  &  Oak  Hill  Telephone  Co 250 

Oak  Hill  &  So.  Howard  Telephone  Co.,  Cameron 385 

Oak   Hill  Telephone  Line,   Savona 150 

Old  Turnpike  Co-op.  Tel.  Co.,  E.  Chatham 300 

Olive  Telephone  Co.,   Olive  Bridge 400 

Oneida  Community,  Ltd.,  Kenwood,  N.  Y 100 

Oquaga  Lake  Telephone  Co.,   Deposit 130 

Oregon  Telephone  Co.,  Cameron : 250 

Ostrander  Telephone  Line,  Gerry,  N.  Y 150 

Wm.  L.  Ostrander,  Hudson 200 

Oswego  Center  Telephone  Co 400 

Otselic-Smyrna  Ind.  Telephone  Co.,  Upperville 600 

Overland  Telephone  Co.,  Coventry 100 

OA-erland  Telephone  Co.,  Oxford 325 

Overshire  &  Mead  Telephone  Co.,  Bath 250 

Oxbow  Telephone  Co 360 

Oxford  &  E.  Oxford  Telephone  Co 300 

Oxford  &  Gifford  Telephone  Co.,  S.  Oxford 175 

Oxford  &  Guilford  Telephone  Co "  200 

Oxford  &  Smithville  Telephone  Co 135 

Oxford,  E.  McDonough  &  Preston  Telephone  Co 475 

Page  Brook  &  Greene  Telephone  Co 350 

Parker  &  Barnes  Telephone  Co.,  Parkers 825 

Paul  Smith's  Telephone  Co 426 
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Xanie  of  Company  and   Location  of  Office.  AsBcssment. 

Pavilij)n  Telephone  Co $075 

Pawling   Local   Telephone   Co 550 

Pelton  &  Thompson  Telephone  Co.,  Victory 21K'> 

Peney  TeL  Co.,  Cameron  Mills 100 

Pennsylvania  Hill  Telephone  Co.,  Homell 150 

People's  Ind.  Telephone  Co.,  Cameron  Mills 700 

People's  Telephone  Line,  Rock  Valley 700 

Isaiah    Perkins,    Speculator 100 

Perry  Telephone  Line,  X.  Bangor 135 

Phillips  &  Easton,  Wolcott 400 

Pike  Telephone  Co 500 

Pipe  C  k.  Telephone  Co..  Strait's  Corners 200 

Plainviile  &  Meridian  Telephone  Ass'n,  Cato .550 

Pleasant  Valley  Telephone  Co.,  Poolville 350 

Plymouth  Rural  Telephone  Co.,  Norwich 215 

Prattsville  &  Lexington  Telephone  Co 175 

Preston  Center  &  Norwich  Telephone  Line 375 

Preston- Norwich    Telephone    Company 150 

Poultney  &,  Branchport  Telephone  Co.,  Poultney 825 

Poultney  Hill  Telephone  Co.,  Woodhull 100 

Queechy  &  Flatbrook  Telephone  Co.,  Canaan  Four  Corners 400 

W.  H.  Rausburj',  Hinsdale 100 

Rathbone  &  Hedgeville  Telephone  Co.,  Cameron  Mills 500 

Reber  &  Deerhead  Telephone  (  o.,  Deerhead 275 

Red  Ck.  &  Fairhaven  Telephone  Co..  Red  Ck 220 

Red  Ck.  &  North  Walcott  Telephone  Co.,  Red  Ck 300 

Red  House  Telephone  Co 400 

Rensselaerville  &  Preston  Hollow  Telephone  Co 450 

Rhodes  Telephone  Line.  Moreland   Sta 100 

Rice  Telephone  Line,  Rice  &  McCabe,  Rome 125 

Richfield  &  Richfield  Telephone  Co 225 

Richmond   Brewer  Telephone  Co..   Solsville 625 

Riverside  Telephone  Co.,  Sidney,  N.  Y 610 

Rockdale  Co-op.  Telephone  Co 616 

Wm.  G.  Rockefeller,  N.  Y.  city 100 

Rock  Rift,  Oranton  &  Cannonsville  Telephone  Co 385 

Ross  Hill  &  Barton  Telephone  Co.,  Barton 310 

Ross  Hill  &  Barton  Telephone  Co.,  Barton 425 

Ross  Hill  &  Barton  Telephone  Co.,  Waverly 425 

Rossie  Telephone  Co 100 

Round  Top,  Purling  &.  Cairo  Telephone  Co.,  Cairo 550 

Rural  Home  Telephone  Co.,  Otego 550 

Rural   Telephone   Co.,   Byron 400 

Rural  Telephone  Line  No.  2,  Walcott 250 

Ruth    Telephone    Co 415 

Talcott  Telephone  Line,  Adams  Center 100 

Texas  Valley  Telephone  Co.,  Marathon 480 

Thomas,  \\\  H.,  Halsey  Valley 130 

Thorn  Bottom  Telephone  Co.,  Woodhull 150 


No.  38.]  12C1 

Xame  of  Company  and  Location  of  Office.  Assessment. 

Thousand  Is.  Telephone  Co.,  Clayton $800 

Three  Mile  Bay  Telephone  Co 100 

Sacandaga  Telephone  Co 200 

Salisbury   Center   Telephone    Co 700 

Savona  &  Bradford  Telephone  Co.,  Savona 210 

Geo.   A.   Saxton,  Delavan 100 

VV.  H.   Sayer,   Otisville 100 

Schuyler  Co.   Telephone  Ass*n.,   VVatkins 525 

Schuyler  Lake  &  West  Shore  Telephone  Line 150 

Scio   Ind.   Telephone   Co 150 

Scotchtown  Telephone  Co 700 

Squire    Shaffer,    Worcester : 100 

Sh4»rman  &  Hale  Eddy  Teleplione  Co.,  Sherman,  J'a.  .• 3M) 

Shong^o  &  Stone  Dam  Telephone  Co 230 

Shoreham  Telephone  and  Telegraph  Co.,  E.  Shoreham 125 

Sinjjf  Sing  Telephone  Co.  Xo.  1,  Horseheads 145 

Sing  Sing  Telephone  Co.  No.  2,  Horseheads 146 

Skaneateles  Telephone  Club  Line 375 

Skerrj*  Telephone  Co 0G6 

Sinclairville  Ind.  Telephone  Co 620 

C.  T.  Slade  &  others,  W.  Winfield *  100 

Hiram   L.   Smith,   Sullivanvillr 72.5 

J.    D.    Smith,    Newfield 125 

Wheeler  Smith,  Xewfield   410 

Smithville  Central  Telephone  Co..  McDonougli 210 

Smithville  Northern   Telephone  Co 505 

South    Berne   Telephone   Co 200 

Soutli   Canisteo  Telephone  Co .   200 

South   Coventry  &  Page  Brook .  * 250 

South  Dansville  &  Stephen  Mills  Telophone  Co.,  Hornell 350 

South    Erin   Telephone    Co 350 

Southern  New  England  Telephone  Co..  N.  Haven 500 

South  Penn  Hill  Telephone  Ass*n..  Hornell 200 

Southern  Tier  Telephone  Co.,  Lindley 600 

So.  (Jreenville  Center  Telephone  Co..  Freehold 185 

Smith    Hannibal    Telephone    Co 475 

South  Harbor  Telephone  Line,  Adams  Center 22.'i 

Kouth  Howard  &  Kanona  Telephone  Co 5.50 

South  Lake  Road  Telephone  Co..  Burdett 250 

South  New  Berlin  &  Gilbertsville  Telephone  Co »00 

South  Oxford  Telephone  Co.,  Oxford 225 

South   Westerlo   Telephone   Line ]50 

South  West  Oswego  Telephone  Company,  Sterling 575 

Spencer  Hill  Telephone  Ass'n..   Corning 200 

Spencer   Telephone   Co 650" 

Spcncprtown   Co-op.   Telephone   Co..   Chatham 150 

Spring  Brook  Telephone  Co.,  Hnlsry  Valley ,  100 

Spring   Lake    Telephone    Co 35?) 

Spring  Dale  Telephone  Co.,  Ctiea 22$ 


1262  [Senate 

Name  of  Company  and  Location  of  Office.  ABsessment. 

Spring  Lake  &  Red  Ck.  Telephone  Co $525 

Spring  Lake  &  Westbury  Telephone  Co 100 

Sftarruca  Rural  Telephone^  Co.,  Deposit 350 

State  Line  Co-op.  Co.,  E.  Chatham 225 

State  Road  Telephone  Co.,  Barneveld 125 

Steuben  &  Penn.  Telephone  Co.,  Woodhull 350 

Steuben  Co.  Telephone  &  Telegraph  Co.,  Bath 250 

Stewart  Telephone   Co.,   Bath 550 

Btittville  &  Cameron  Telephone  Co 240 

Stockton  Telephone   Co 840 

Stuyvesant  &;  Westbent  Telephone  Line 350 

Surprise  &  Greenville  Telephone  Line 135 

Swale  Telephone  Co 22ri 

Tioga  Telephone  Co 100 

Tipple  Telephone  Line,   Schenevus 100 

Tobes  Hill  Telephone  Line,  Hornell 150 

Towlesville  &  So.  Howard  Teleplione  Co 150 

Township  Telephone  Co.,  Hobart *. 125 

Tracy  Ck.  Telephone  Co 410 

Trapping  Brook  &  Voorhees  Hill  Telephone  Co.,  Wellsville. . .  .  200 

Troupsburg  &  Austinburg  Telephone  Co 400 

Troupsburg  &  Greenwood  Telephone  Co 130 

Trout  Creek  &  Cannonsville  Teleplione  Co 250 

Tunkamouse   Telephone   Co.,   Wosttown 275 

Union  Valley  Telephone  Co.,   Bainbridge 275 

United   States   Canning  Co.,   Buffalo 100 

Upper  Lisle   Telephone   Ass'n 235 

Urlton  &  Potic  Mt.   Telephone  Co 350 

Valstie  Telephone  Co 600 

Van  Buren  Telephone  Co.,  Baldwinsville 400 

Vandcrmark  Telephone  Co.,  Scio 350 

Van  Etten  Telephone   Co 525 

V^estal    Center   Telephone   Co 700 

Veteran  Hill  Telephone  Line,  Alpine 300 

Volney  Telephone  Co "  225 

V'olster  Combs  &  Wildie  Telephone  Line.  Martville 140 

Wall   St.  Telephone  Line,  W.  WinGcld,  N.  Y 125 

Wtarrensburg    Telephone    Exc • 750 

Wayne  Telephone  Co 150 

WedfTcwood   Ind.   Telephone   Line 300 

Wells  &  Lake  Pleasant  Telephone  Co 350 

West   Almond  Tel.   Co 275 

West  l^ainbridge  &  Coventry ville  Telephone  Co 175 

West    Berne  Telephone   Co 865 

Westbury,  Red  Ck.  &  Wnlcott  Telephone  Co 500 

West  Cliazy  &   Sointa  Toloi)hone  Co 425 

West   Klmira   Teleplione   Co.,    Klmira 140 

Westerlo   Onter   Telephone    Co 200 

West    Hillsdale   Telephone    Co 500 


No.  38.]  1263 

Name  of  Company  and  Location  of  Office.  Assessment. 

West  Lindley  Telephone  Co.,  Preshd $325 

West  Mina  Telephone  Co.,  Clymer 385 

V^st  Rodman  Rural  Telephone  Co.,  Adams  Center 400 

West   Side  Telephone   Co.,   Dormansville 250 

West  Side  Telephone.  Line,  Richfield  Springs 200 

West  Union  and  Whitesville  Telephone  Co 150 

Wes{   Urbana  Telephone  Co.,  Hammondsport 250 

Whallonsburg  &  Wadhams  Mills  Tel.  Co.,  Essex 475 

Wheeler  &  Kanona  Telephone  Co 175 

Wheeler  &  Nixon  Hill  Telephone  Co.,  Bath 165 

White  Ck.  A  N.  Branch  Telephone  Co.,  Friendship 650 

Whites  Corners  Telephone  Co 225 

Whitesville  &  Beech  Hill  Telephone  Co 235 

Whitesville  &,  Genesee  Telephone  Co 100 

Whitesville  &  Hallsport  Telephone  Co \... 100 

Whitesville  &  Troupsburg  Telephone  Co 225 

Whitesville  &  UlySses  Telephone  Co 100 

F._  C.  Wilcox,  W.  Winfleld 300 

Wiley's  Corners  Telephone  Line,  WoodhuU 250 

Wileysville  Telephone  Co ,  275 

Willett  &  Otselic  Valley  Telephone  Co 550 

Willett  &  Upper  Lisle  Telephone  Co 300 

Willing  Telephone  Co  No.  1,  Mapes 400 

Willow  Bend   Telephone   Co.,   Canisteo 100 

Willow  Point  Telephone   Co.,  Union ' 350 

Willsboro    Telephone    Co 450 

Wiltseville  Telephone  Co.,  Hannibal 900 

Windfall   Telephone   Co.,   Canisteo 165 

L.  G.  Winegar,  W.  Fort  Ann 275 

W'inona  Pulp  Co.,  Carthage 100 

Woodward  &  Trumbull  Telephone  Co.,  Sandy  Ck 250 

L.  L.   Woodford,  Pompey 100 

WoodhuU  &  Jasper  Telephone  Co 250 

Woodhull  &  Troupsburg  Telephone  Company 310 

W^oods   &   Cummings,   Munsville 1 75 

Yalesville  Telephone  Co.,  Guilford 150 

Atkinson,  Jas.  and  others,  W.  Winfield 50 

Bataviakill  Telephone  Co.,  Hensenville 85 

Beebe  Hill  Telephone  Co.,  Deposit 00 

Bennett  Ck.  Telephone  Co.,  Canisteo 75 

Est.  of  Jes.se  Billinp:s,  Northumberland 15 

Blockville  Co-op.  Telephone  Line,  Asheville 60 

Chas.  E.  Bodine,  Lodi 12 

Bovina  &  Roxbury  Telephone  Co.,  Roxbury 85 

E.  B.  Brady,  Golden  Bridge 30 

Branch  Telephone   Co.,   Cameron   Mills 80 

Buena  Vista  &  Canisteo  Telephone  Co 60 

Burlington  Flats-W.  Exeter  Telephone  Co 50 

Bumham  Telephone  Line,   Essex 60' 


1264  [Senate 

Name  of  Company  and  Location  pf  Office.  ABsessment. 

Eugene  Butler,  Burtonville $35 

Gatalin  Hill  Telephone  Line,  Beaver  Dam 76 

Charles  Cave,  Cold  Brook 20 

Cayuga  Lake  Orchard,  Trumansburg 50 

Cedarville  &  Chepachett  Telephone  Co 75 

Chatham,  Macedonia  Co-op.  Telephone  Co 35 

VV.   H.   Clark,   Cohocton 75 

Clark  Bros.,  Tliomson  Ridge 75 

Cold  Spring  Telephone  Co.,  Bath 50 

E.  Cotton,  Oswegatchie 76 

Columbus  Telephone  Co.,  Columbus,  Pa 75 

Coonley  Telephone  Line,  Freehold 76 

Cooper  Telephone  Line,  Tanner 40 

Abraham   Covert,    Lodi 50 

Davidson  Telephone  Co.,   Stockbridge 50 

C.  A.  Deyo,  Schoharie 75 

Dimmick  Hollow  k  Gilbertsville  Telephone  Co.,  S.  Xew  Berlin..  50 

Eggleston  &  Varick,  Burtonville 75 

Eggleston,  Shubert  &  Humphrey,  Burtonville 50 

Ellison  Telephone  Ass'n.,   Corning 50 

Empire  Telephone  Co.,  Oxford 85 

Enterprise  Telephone   Co.,   Oxford 75 

Erin  Local  Telephone  Co 50 

Farmer's  Mut.  Telephone  Co.,  W.  Winfield 50 

Farmer's   Telephone   Co.,  .Demster 25 

Frank  Telephone  Line,  Sprakers 10 

Frank   Hudson,   Charleston   Cor 26 

Fuller  &  Thomas  Spar  Telephone  Co.,  Greene 20 

Gardiner   Telephone  Line,   Schodack 80 

Wm.  Gastler,  Wellsville   20 

Gates   Bros.   &   Co ^ 76 

Gayhead  &  S.  Cairo  Telephone  Assn 75 

J.    E.    Giddings,    Geneva 35 

Gilbertsville  Farmer's  Telephone  Co.,  S.  New  Berlin 25 

Greene  &  Smithville  Center  Telephone  Co 86 

Greenwood  &  Andover  Telephone  Co 50 

Greenwood  &  Jasper  Telephone  Co 75 

Greenwood  &  Milwaukee  Telephone  Co 50 

Greenwood  &  Whitesville  Telephone  Co.,  W.  Union 60 

Grosvenor   Telephone    Line 30 

CJrover  Telephone  Co..  Whitney  Crossing 65 

Hallnport  &.  Fulmer  Valley  Telephone  Line,  Wellsville 80 

Hannibal   Telephone   Co 40 

James  Hai*\'ey ,  Greene,  N.  Y 15 

Higby  Telephone  Line,  Constableville 60 

Highland  Telephone   Line,   Constableville 60 

High  Market  Telephone  Co.,  Constableville 75 

Home  Telephone  Co.  of  Frewsburg 20 

Indep.  Telephone  Co.  of  Cold  Brook 75 


No.  38.]  1265 

Name  of  Company  and  Location  of  Office.  AssesBment. 

Irish  Hill  Telephone  Co.,  E.  Meredith $80 

M.   A.    Jaquay,    Steamburg 25 

Milo  Kenyon,  Jr.,  Smithville  Flats 50 

Lake  Shore  Telephone  Co.,  Sterling  Sta 75 

Leach  k  Jefford's  Telephone  Line,  Greene 50 

Littlefield,  Sidney  k  Salter,  Sindairville »•  • . .  80 

Merritt,   McNiell,   Carlisle 2ft 

Mallory  Telephone  Co.,  Mallory 50 

Markham  k  Hoyt,  Port  Leyden • . . .  •  75 

Marsh  Telephone  Co.,  Whitesville 80 

Sarah  F.  Mead,  350  Fulton  street,  Brooklyn  65 

Medusa  Local  Telephone  Co 90 

T.  B.  k  M.  L.  Merchant,  Binghamton 50 

Midland  Telephone  Co.,  Barneveld ^50 

Morehouse  Lake  Club,  Middleville 25 

Mt.  Pleasant  k  Green  Riv.  Valley  Telephone  Co.,  Austerlitz. . .  50 

Mud  Lake  Telephone  Line,  W.  Leyden 50 

Narry   Niver,   Hammondsport 75 

Korth  Eastern  Telephone  Co.,  Dormansville '  50 

North  Freehold  Telephone  Line * '  75 

Kowlan  Road  Telephone  Co.,  Binghamton 75 

CBrien  Telephone  Line,  Red  Ck ^  '  75 

Fred  &  Emma  Phelps,  Benson  Mines,  N.  Y "^  25 

Pioneer  Telephone  Co.,  Trumansburg 50 

Pierce  k  Rudeston  Telephone  Co.,  Pierce  Center (Jo 

Pleasant  Valley  Go-op.  Telephone  Co.,  E.  Chatham 85 

Pony   Telephone    Co.,    Andover 75 

Pratt,   Mart,   Caton 25 

Radley,  Geo.,  Corning 50 

Red  Rock  k  Mt.  Pleasant  Telephone  Co.,  £.  Chatham 80 

Ridgebury  k  State  Hill  Telephone  Line 50 

Eli  Robinson,   Cameron  Mills 55 

Tiffany,  Philester  k  Sons,  Delanson 65 

Banford   Telephone   Line,   Moreland 75 

Schoharie  Telegraph  Co "  25 

Seager  Telephone  Co 65 

F.  A.  Seckner,  Chapachet 25 

Slide  Mountain  k  Pipe  Hill  Telephone  Co.,  Pine  Hill 50 

Smiths*  State  k  Slaughton  Telephone  Co.,  Crystal  River 50 

So.  Coventry  Telephone  Co.,  Greene 50 

Clarence  Standish,  Greene 20 

Stout  k  Blackwell,  Lodi 50 

Sutphin  Telephone  Line "50 

A.  H.  Todd  Telephone  Line,  Griffin's  Corners 23 

Treyz  Telephone  Line,  Crooks   Falls '  35 

Troupsburg  k  Whitesville  Telephone  Co 60 

Troupsburg  Circuit  Telephone   Co '  40 

Van  Valkenburg  Telephone  Line,  Greene 20 

West  Exeter  k  W.  Winfield  Telephone  Line .         25 


«  «« 

«  « 
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Name  of  Company  and  Location  of  Office.  Assessment. 

West  Hill  Telephone  Co.,  Elmira $95 

West  Greenville  Telephone   Co 66 

West  Settlement  Telephone  Co.,  Prattsville 75 

Whitesville  &  N.  Bingham  Telephone  Co.,  Sp.  Mills 45 

Whitney  Pt.  &  Glen  Aubrey  Telephone  Co 75 

Willing  Telephone  Co,  No.  2 '  35 

Andrews   Home  Telephone   Co,,   Wjrnantskill No  Assessment. 

Black  River  Line,  Remsen "  " 

Cold  Spring  Telephone  Co.,  Humbletville 

Cold  Brook  Home  Telephone  Co.,  Saratoga  Springs 

Delavan  Telephone  Co.,  Apex .• 

Dry  Brook  Telephone  Co.,  Adams  Center 

Hinsdale  Telephone  Co.,  332  Ellicott  street,  Buffalo "  •* 

IngrAham  Hill  Telephone  Co.,  Binghamton   "  '' 

Inter-City  Telephone  Co.,  Brooklyn   "  " 

Johnson  Hollow  Telephone  Co.,  Elmira "  " 

Lewis  &  Hall,  Oran   "  " 

Livingston  Manor  &  Beaver  Kill  Telephone  Co 

Madison  Onondaga  Telegraph  &  Telephone  Co.,  Manlius 

Miller  Telephone  Line,  Beaver  Dam 

N.  Y.  &  Eastern  Telephone  &.  Telegraph  Co.,  32  Broadway. . . . 

N.  Y.  Stock  Quotation  Co.,  18  Broadway 

Nichols    Telephone    Co.,    Nichols    "  " 

North  Lexington  Telephone  Co.,  Lexington "  " 

Origin  Telephone  Co.,   Cameron 

Pneumatic  Fire  Alarm  Telephone  Co.  of  N.  Y.,  37  E.  13th  st. . 

Reynoldsville    Telephone    Co 

Seaboard  Telegraph  &  Telephone  Co.,  Far  Rockaway 

Seward  Telephone  Line,  So.  Valley 

Shawmut    Telephone    Co.,    Angelica **  " 

Shipman  Hollow  Telephone  C©.,  Waverly   "  " 

Geo.    Stevens,    Binghamton    "  ** 

Steele  &  Pierce,  N.  East,  Pa " 

Summit    Telephone    Co.,    Summit "  ** 

Sutton   Hollow   Telephone   Co.,    Ashland , 

Union  Hill  Telephone  Co.  of  Cuba,  N.  Y 
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EXHIBIT  99. 


Analysis  of  Long  Distance  Tolls  of  American  Telephone  and  Telegraph 

Company  Confined  to  New  York  State. 

AMERICAN  TELEPHONE  AND  TELEGRAPH  CO. 

Summary  Axalysis  of  Long  Distance  Tolls  Applying  to  State  of 

New  York. 


S,28 1,308  80    Total  Long  Distance  business  lor   1908  originating  in 

N.  Y.  State    (details  in  Report  on  N.  Y.  Telephone 
Co.*s   Tolls).  • 

Deduct        518,000  00     "  Intra  State  "  business  inclu(]l0d  in  above. 


Leaving  $1,763,308  80    Inter  State,  originating  in  State. 
Add  1,763,308  80    Inter  State,  terminating  in  State. 


1,526,617  60    Inter  State  Total. 
Add  618,000  00     Intra   State    (deducted   above). 

Add  352,661  76     Trans  State   (one-tenth  of  total  Inter  State  Est.). 


$4,397,279  36    Total  Long  Distance  business  for  1908  over  A.  T.  &  1. 

Co.  lines  in  State. 
Deduct        511,009  63     Reported   by   N.   Y.   Tel.   Co.   and  other   N.   Y.   Stat© 

Co.'s  as  their  share  of  the  above. 


Leaving  $3,886,269  73     A.  T.  &.  T.  Co.  share  of  above. 


Note         $394,368  77     A.  T.  &  T.  Co.  original  Report  to  Legislative  Committee^ 
980,816  42     A.  T.  &  T.  Co.  Revised  figure,  Exhibit  Np.  58. 


The  A.  T.  &  T.  Co.'s  Annual  Report  to  Stockholders  does  not  show  the  total 
amount  of  Toll  business  done  over  its  owp  lines,  but  Assistant  Comptroller 
referred  to  a  report  in  his  files  and  stated  that  it  amounted  to  something  over 
$7,000,000  annually.  It  appears  from  above  that  $4,397,279.36  of  this  goes  over 
New  York  State  lines.  What  portion  of  it  applies  to  New  York  State  earnings? 
This  depends  upon  whether  Originating  business  or  Mileage  is  taken  as  a  basis. 
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EXHIBIT  102. 


Comparison  of  Central  New  York  Telephone  Company  with  Rochester 

Telephone  Company. 

STATEMENT  OF  OPERATIONS. 

Rochester 

Central  N.  Y.  Telephone  Co. 

Gross  operating  revenue $799,  533  08  $349, 273  84 

Operating   expenses    (not    including   taxes) : 
Salaries,     general     officers,     clerks     and 

attendants $229, 950  49  $21, 582  93 

Repairs  or  maintenance  in  streets 43,  279  84 

Repairs  or  maintenance  outside  of  streets         159,803  61  98,347  44 

Other  operating  expenses   171,  876  69  23,  712  74 

I  - 

Gross  operating  expenses    $561, 629  79  $186,  982  93 

Net  operating  revenue    $237, 903  29  $162, 290  89 

Taxes  on  capital  stock  and  earnings,  pay- 
able   State    Comptroller $721   13  $2, 057  58 

Taxes  payable  on  special  franchise 40,634  23  11,014  94 

Taxes  payable   on    real   estate   in   this   State 

other  than  special  franchise   11,  536  09  1, 434  74 

Payments  covered  by  Tax  Law  —  percentage 

on  gross  earnings  payable 3,  508  55  

Total  taxes  accrued    $56,  400  00  $14, 507  26 

Operating   income    $181, 503  29  $147, 783  63 

Gross  corporate   income    $181, 603  29  $147, 783  63 

Deductions  from  gross  corporate  income: 

Interest  on  funded  debt    $5, 000  00  $52, 318  75 

Interest  on  floating  debt   329,  398  89  20, 846  24 

Total  deductions  from  gross  corporate 

income $334, 398  89  $73, 164  99 

Net  corporate  income   $74, 618  64 

Net  corporate  loss    $152, 895  60  
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Appropriation  for  depreciation  or  amortiza- 

.    tion 

Appropriation    for    extension    and    improve- 
ments  (fire  May,  1908)    

Total    deductions   from   net   corporate 
income 

Surplus  for  year 

Deficit  for  year   


Central  N.  Y. 


$152,866  60 


Rochester 
Celephone  Co. 

$43,728  06 
23,474  38 


$67,203  33 
$7,416  31 


Detailed  Classification  of  Operating 
Revenues. 

Exchange   service    

Toll  service    

Private  line  rentals  

Sub.  license,  interest  and  material  rent 

Messenger 

Real  estate  (80%  company  rental  to  itself) . 

Dividends  and  interest 

Miscellaneous 

Interest  earned   . 

Number  of  'phones  


Rochester 

Central  N.  Y.  Telephone  Co. 

Amount  of  Amount  of 

Revenue  for  Revenue  for 

Year  Ending  Year  Ending 

Dec.  31, 1908.  Dec.  31, 1908. 

$579,947  62  $331,604.98 

173,709  39  9,410  27 

5, 344  94      

11,466  90      

9,  270  20      

50, 733  60     

145  66      

924  87  4, 684  64 
3, 573  96 

$831,633  08  $349,273  84 

24, 153  8, 000 


Rochester 
Central  N.  Y.        Telephone  Co. 


Amount  of 
Operating 
Detailed  Classification  of  Operating  Expenses  for 

Expenses.  Year  Ending 

Dec.  31, 1908. 
General  expenses: 

Salaries  and  wages    $17, 576  14 

Rent,  light  and  heat  2, 273  73 

Traveling 1,947  84 

Postage,   stationery    782  80 

Legal 616  68 

Uncollectible  accounts   24, 000  00 

Incidentals 1,366  24 
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Operating:  Central  N.  Y. 

Salaries  and  wages  $204,  354  17 

Rent,  light  and  heat   29, 846  31 

Postage,  printing  and  stationery 12,050  00 

Directories 9, 977  85 

Advertising  and  canvassing   18, 485  94 

Incidentals 9, 591  81 

Maintenance: 

Salaries  and  wages    70, 223  40 

Rent,  light  and  lieat   11, 734  64 

Material 17, 809  45 

Traveling 18, 268  77 

Incidentals 1, 015  00 

Repairs 30, 282  35 

Rentals : 

Equipment 32, 959  03 

Conduit,  pole  and  roof 7, 600  00 

Miscellaneous : 

Private  line    209  94 

Sub.   license    1, 457  66 

Messenger 8, 608  49 

Real    estate    25, 821  66 

Insurance 2, 880  00 

Gross  operating  expenses    $501, 629  79 


Rochester 
Telephone  Co, 


• « 


•  •' 


$186,982  06 


BALANC^E  SHEET. 

Assets. 

'  Rochester 

Central  N.  Y.  Telephone  Co. 

Item.                                   Dec.  31,  1908.  Dec.  31, 1908. 

Total  cost  of  construction  and  equipment  to 

Dec.  31,  1908  $6,  365. 325  28  $1, 567, 952  07 

Materials  and  supplies   468,  721  38  ■          49, 446  76 

Cash    assets    8,  843  21  30, 887  21 

Bills  receivable    6, 139  29  40, 136  21 

Accounts   receivable    95, 442  37  40, 046  49 

Investments  —  stocks  of  other  corporations . .          367, 880  00 

Special    deposits    11, 200  00 

Prepayments 2, 116  28 

Suspense 4, 387  06 

Corporate    deficit    286.577  16  

Grand  total    $7,230,048  68  $2, 104,052  67 
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Liabilities. 

Central  N.  Y. 

Funded  debt    $100, 000  00 

Current  liabilities  matured  and  unpaid 68,708  75 

Current  liabilities  unmature<l,  notes G,  000, 000  00 

Ileservea : 

Reserves  for  depreciation  of  property ...  

Reserve  for  depreciation  of  investments.  

Reserve  for  accts.  rec.  bond,  debts 

Other    reserves    8a0  93 

Contingent   liability  endorsement 

Contingent      liability      telephone      sub- 
scribers* account   

Stocks 901, 500  00 

Surplus 


Rochester 
Telephone  Co. 
$1, 102, 000  00 
349, 742  03 
18,878  35 

66,961  60 
12,325  00 
21, 129  6$ 


25,000  00 

11,200  00 

489, 400  00 

7,416  ^i 


$7, 230, 048  68       $2, 104, 062  57 


EXHIBIT  103. 


Keport  by  Price,  Waterhouse  ft  Co.  on  Rochester  Telephone  Company* 

To  the  Honorable,  the  Common  Council  of  the  City  of  Rochester: 

Gentlemen. —  Your  Law  Committee  to  which  was  referred  the  communica- 
tion from  the  Rochester  Telephone  Company,  asking  for  an  increase  of  rates, 
bas  held  several  public  hearings  at  which  a  number  of  citizens  appeared, 
«nd  your  committee  has  procured  an  audit  of  the  financial  condition  of  the 
Rochester  Telephone  Company  at  the  expense  of  said  company  by  the  Price, 
Waterhouse  &  Company,  which  your  committee  would  ask  to  be  received,  filed 
and  published  and  that  final  action  upon  the  application  of  the  Rochester 
Telephone  Company  l>e  postponed  until  the  next  regular  meeting  of  this 
Council. 

Respectfully  submitted. 

W.  ERNST, 
WM.  A.  Bl  CKLEY, 
FRANK  J.  RITZ, 
JOHN  A.  CASEY, 
FRANK  A.  WARD, 

Law  Committee, 
Received,  filed  and  published. 

New  York,  July  1,   1009. 

ItBORGE  R.  Fi'LLKR.  EsQ.,  President  Rochester  Telephone  Comimny,  Rochester^ 
N.  y.; 

Dear  Sir. —  In  accordance  with  your  instructions  we  have  made  an  examina- 
tion of  the  books  and  accounts  of  the  Rochester  Telephone  Company  from 
November  21,  1809,  the  date  of  the  incorporation  of  the  company,  to  September 
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80,  1908,  with  a  view  to  affording^  the  Law  Committee  of  the  Common  Council 
information  which  will  assist  them  in  determining  whether  the  rates  now 
charged  by  your  company  to  its  subscribers  are  sufficient  to  pay  a  reasonable 
return  on  the  investment. 

In  considering  this  question  the  essential  figures  to  be  determined  are 
clearly  — 

(1)  The  amount  of  investment  upon  which  the  company  is  entitled  to  claim 
a  return;  and 

'{2}  The  net  earnings  derived  from  the  operation  of  the  plant  covered  by 
such  investment. 

Investment  in  Telephone  Piant. 

Dealing  first  with  the  amount  of  the  investment,  the  balance  sheet  of  the 
company  submitted  to  the  Law  Committee  under  date  of  November  17,  1908» 
shows  the  following  investments: 

Plants  and  Construction   $1, 540,  383  77 

Securities 348, 580  00 


$1,888,963  77 


The  securities  represent  investments  in  outside  telephone  companies  and 
for  the  present  purpose  they  should,  we  think,  be  eliminated  from  the  con- 
sideration of  the  subject,  any  income  derived  therefrom  also  being  eliminated 
from  the  earnings  and  expenses. 

We  have  made  an  analysis  of  the  Construction  Accounts  and  find  that  they 
may  be  summarized  as  follows: 

Actual  investment  in  real  estate,  buildings,  plants,  etc.,  in 

Rochester $1,012, 140  94 

Genesee  Valley  Telephone  Company  pole  lines  3, 321  22 


i.  015,  462  16 

Reconstruction  expenditures   72, 625  00 

Good-will,  discounts  on  bonds  issued,  and  the  like 452,296  61 

$1,540,383  77 


HiSTOBicAL  Summary. 

In  connection  with  this  subject  it  may  be  well  to  fjive  a  historical  summary 
of  the  transaction  in  relation  to  the  issues  of  securities  now  outstanding,  which 
are  capital  stock,  $489,400,  and  bonded  debt,  $1,101,300,  or  a  total  of 
$1,590,700. 

The  Rochester  Telephone  Company  was  incorporated  to  acquire  the  prop- 
erties, franchises,  etc.,  of  the  Home  Telephone  Company,  which  owned  certain 
real  estate,  buildings  and  property  in  the  city  of  Rochester.  Tlie  following 
statement  shows  the  position  of  the  Home  Telephone  Company  at  March  2^ 
1900,  the  date  it  was  taken  over  by  the  Rochester  Telephone  Company : 
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Assets, 

Cost  of  real  estate,  buildings,  construction  work, 

etc $247.  769  7^ 

Preliminary  expenses 7, 895  49 

Liabilities. 

Subscribers  to  proposed  bond  issue   $40, 475  00 

Accounts  payable 140, 190  27 

Net  assets  


$255,665  27 


180,665  27 


$75, 000  00 


In  consideration  of  the  above  net  assets  the  Rochester  Telephone  Company 
issued  $300,000  of  its  common  stock  to  the  Home  Telephone  Company. 

The  company  subsequently  issued  $40,000  capital  stock  to  acquire  the  assets 
of  the  Gene5*ee  Valley  Telephone  Company  which  included  tanpfible  assets  to  the 
extent  of  $20,000.  There  was  also  issued  $100,000  par  value  as  bonus  to  the 
subscribers  of  the  preferred  stock  and  bonds;  $46,000  for  the  purchase  of  the 
Independent  Telephone  Securities  Company  stock :  and  $3,400  for  cash  at  par. 
The  property  represented  by  the  present  outstanding  issue  of  $489,400  may 
therefore  l^e  summarized  as  follows: 

Investment      Investment     Good-will, 


Original    issue    

Issue  for  Genesee  Vallev 
Telephone  Company  assets 

Bonus    stocks     

Independent  Telephone  Se- 
curities  Company    

Sale  for  cash    


Issup. 

$300. 000 

40,  000 
100,  000 

46,000 
3,400 


in  in  (hitside 

Rochester.  Properties. 

$75, 000     

20, 000      


$480, 400 


$46, 000 
3,400 


bonuses, 
etc. 
$225, 000 

20,000 
100,000 


$05, 000 


$49,  400         $345,  000 


In  1902  the  company  issued  $100,000  in  bonds  and  $1:"50.000  in  preferred 
stock  at  par,  together  with  the  bonus  of  $100,000  in  connnon  stock  above 
referred  to.  The  preferred  stock  has  since  been  exchanirrd  at  par  for  bonds 
which  are  included  in  the  Bonded  Indebtedness  now  outstanding  so  that  ulti- 
mately this  issue  became  $250,000  of  mortgage  debt.  Of  tlie  remaining  out- 
standing bonds,  $792,000  bonds  were  sold  for  $703,327.33,  making  a  discount 
of  $88,072.67.  $48,000  were  exchanged  for  stock  of  the  Intcrlake  Telephone 
Company;  and  $11,300  were  issued  as  a  premium  on  the  refunding  of  the 
original  issue  of  bonds.  The  existing  Bonded  Debt  may  thj^refore  be  said  to» 
represent:  Cash  received  in  the  Company's  treasury.  .^Or)3.327.33 ;  Investment 
in  Interlake  Telephone  Co.,  $48.nnO:  discount  on  issues  and  premiums  on 
redemption.  $99,972.67.     Of  the  proceeds  of  bond  issue,  $211,131.60  was  applied 
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to  take  up  the  obligations  of  the  Independent  Telephone  Securities  Company, 
on  which  the  Rochester  Telephone  Company  was  liable,  as  guarantor;  so  that 
the  cash  available  for  investment  in  the  plant  derived  from  the  issue  of 
securities  amounts  only  to  $817,195.67,  being  $75,000  from  capital  stock,  and 
$742,105.67  from  bonds,  as  compared  with  $1,015,462.16  actually  invested 
in  plant  and  construction.  The  balance  of  plant  investment  has  been  financed 
by  the  creation  of  floating  debt  which  now  forms  part  of  the  bills  payable, 
$302*462.52. 

Reverting  now  to  a  consideration  of  the  property  accounts.  Whilst  from 
the  point  of  view  of  sound  accounting  the  capitalization  oi  the  discounts  of 
s«M*urities  issued  is  clearly  incorrect,  and  has  been  adjusted  by  us  on  the 
enclosed  balance  sheet  it  does  not  appear  to  us  that  this  matter  is  of  material 
consequence  from  the  point  of  view  of  the  committee,  and  the  important 
considerations  in  regard  to  the  company's  plant  are: 

( 1 )  As  to  the  amount  required  for  depreciation  and  future  renewals  of 
property. 

(2)  The  reconstruction  oxi)ense8  which  have  been  charged  to  plant  account, 
$72,625;  and 

(3)  The  dismantlement  of  property  carried  out  in  accordance  with  the 
requirements  of  the  City  (Council,  for  which  no  credit  had  been  carried  to 
plant  account  on  the  books,  and  which  amount  to  $40,243.56. 

DF-PRKCIATION,     RKCON«TRrCTION     AND    DISMANTLEMENT8. 

We  have  given  very  careful  consideration  to  the  question  of  depreciation, 
and  after  a  discussion  with  the  company's  officials  and  consideration  of 
statistics  and  information  available  in  'regard  to  other  telephone  companies, 
have  adopted  the  rate  shown  in  the  following  statement,  in  which  we  have  also 
noted  the  aggregate  amount  of  depreciation  on  the  several  classes  of  property 
accruing  during  the  eight  years  and  three  months  covered  by  our  examination: 

Pole  lines,  8  per  cent $80, 433  15 

Wire  and  cable  overhead.  5  per  cent 15, 729  95 

Wire  and  cable  underground,  2  per  cent 87, 181 .00 

Interior  wiring  and  equipment,  10  per  cent 27, 837  01 

Subways,   4   per   cent 65  22 

Central  office  equipment,  10  per  cent 119, 815  25 

Construction  salaries,   10  per  cent 1«  846  35 

Buildings.  2  per  cent 6»  076  25 

Furniture  and  fixtures  and  personal  property   4,186  62 

$343, 169  98 


These  rates  are,  we  believe,  sufficient  to  provide  for  all  necessary  recon- 
struction and  we  have,  therefore,  treated  as  a  charge  against  the  reserve  for 
depreciation  and  renewals  the  reconstruction  included  in  the  plant  account 
as  above  mentioned.  The  expenditures  and  losses  in  connection  with  dis- 
mantlement ordered  by  the  city  are,  however,  we  think,  of  a  different  character 
and  as  the  amoiuit  thereof  depends  upon  conditions  entirely  outside  the  control 
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of  the  company  it  is  difficult  to  provide  therefor  b}'  any  regular  reserve.  For 
these  reasons  we  have  in  our  accounts  treated  these  expenditures  and  losses 
as  a  chari^e  a^i^ainst  the  year  in  which  they  were  actually  incurred.  Inasmuch, 
however,  as  this  charge  reduces  the  income  shown  as  being  derived  from  the 
investment,  it  is  obviously  necessary  that  the  amount  in  question  should  also 
be  eliminated  from  the  investment  on  which  the  company  is  entitled  to  a 
return.  We  have,  therefore,  reached  the  conclusion  that  the  present  plant 
investment  upon  which  the  company  is  entitled  to  a  return  is  $975,218.60, 
being  the  actual  investment  in  the  plant  as  above  mentioned,  $1,915,462.16, 
less  dismantlements  to  be  written  off  therefrom,  $40,243.56. 

In  addition  to  this  investment  the  company  is,  of  course,  entitled  to  a 
return  on  the  working  capital  necessarily  employed  in  the  business.  It  appears 
from  the  balance  sheet  at  September  30.  1908,  that  the  investment  in  current 
assets  amounted  to  $128,454.87,  and  on  the  other  hand  the  current  liabilities 
not  yet  due  amounted  to  $75,004.30.  Tender  these  circumstances  we  think 
an  allowance  of  $60,000  for  working  capital' would  be  adequate.  Adding  this 
amount  to  the  investment  in  the  plant  as  already  arrived  at,  we  have  reached 
the  conclusion  that  the  total  investment  upon  which  the  company  is  entitled 
to  claim  a  return  is  approximately  $1,055,000.  For  your  information  we 
have  calculated  the  amount  of  the  investment  on  the  same  basis  at  the  begin- 
ning and  end  of  each  year  covered  by  our  examination  and  have  noted  on  the 
statement  of  revenue  and  expenses  the  average  annual  investment  during  each 
year,  which  is  arrived  at  by  taking  the  mean  between  the  investment  at  the 
beginning  of  the  period  and  investment  at  the  close  thereof. 

Turning  now  to  the  consideration  of  the  revenue  derived  from  the  above 
investment  from  Exhibit  I,  it  will  be  seen  that  the  net  revenue  from  operations 
during  the  period  covered  by  our  examination  and  the  percentage  of  return 
on  the  investment  has  been  as  follows: 

Percentage 

per  annum  of 

Revenue  on 

Investment. 


Net  Revenue 
Period.  from 

Operations. 

For  6  months  to  Dec.  31,  1900  . .  $13,207  46 

For  year  to  Dec.  31,  1901   34,  844  69 

For  year  to  Dec.  31,  1902 43,  730  45 

For  year  to  Dec.  31,  1903 38, 528  23 

For  year  to  Dec.  31,  1904 45, 303  04 

For  year  to  Dec.  31,  1905 65, 169  00 

For  year  to  Dec.  31.  1906 73,  540  78 

For  year  to  Dec.  31,  1907   72,  831  03 

For  9  months  to  Sept.  30,  1908.  43,144  76 


Average 
Investment. 

$333,038  82 
390,999  69 
532,457  74 
652,414  43 
737,762  42 
848,515  45 
960, 1 04  95 
1,016,288  85 
1,028,883  20 


8  per  cent. 

8.9  percent. 

8.2  percent. 

5 . 9  per  cent. 

6 . 1  per  cent. 
7.7  percent. 
7 . 7  per  cent. 

7 . 2  per  cent. 
5 . 6  per  cent. 


It  should  be  pointed  out  that  this  basis  of  calculation  tends  to  show  an 
unduly  low  rate  of  return,  in  so  far  as  the  unexpended  depreciation  reserve  is 
not  deducted  from  the  investment,  nor  any  consideration  given  to  the  question 
of  income  which  would  be  derived  from  the  investment  of  the  depreciation 
reserve  outside  the  business.  It  would,  we  think,  bo  more  correct  to  take 
the  unexpended  reserve  into  consideration  in  one  or  other  of  these  two  ways. 
The  effect  of  doing  so  will  be  seen  from  the  following  table: 
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We  have  already  commented  on*  the  provision  for  the  depreciation  and  the 
expenses  in  connection  with  dismantlement  which  are  the  most  important 
items  entering  into  the  results  upon  which  any  contention  is  likely  to  arise* 
The  only  other  points  in  connection  with  the  accounts  to  which  we  think  it 
necessary  to  draw  your  attention  are: 

The  increase  in  maintenance  charges  in  the  final  period  in  which  the  expend!* 
tures  exceed  tliose  for  any  preceding  year;  and 

The  gradual  change  in  the  character  of  the  company's  business. 

The  higher  maintenance  charges  in  1908  are  apparently  attributable  to  the 
-economy  in  expenses  in  the  two  preceding  years^  in  which  it  will  be  observed 
the  maintenance  expenditures  did  not  increase  at  all  proportionately  with  the 
increase  in  business. 

With  regard  to  the  business  we  have  satisfied  ourselves  as  to  the  sub- 
stantial accuracy  of  the  statement  made  in  your  report  to  the  committee  as 
to  the  percentage  of  business  and  residence  telephones,  respectively,  to  the  total 
number  installed.    This  statement  is  as  follows: 

Telephones  Installed. 


Year. 
1901     

Percentage 

of 
Business. 

60 

Percentage 

of 
Residence. 

60 

1902     

46         

66 

1903     ...!.,. 

41         

69 

1904     

1906     

.........         40         

36         ...... 

60 

64 

1906     

34         

66 

1907     

32         

i 68 

1908     

31          

69 

The  tendency  towards  a  larger  percentage  of  residence  telephones^  producing 
it  substantially  lower  rate  of  revenue,  will  be  expected  to  persist  in  the  future 
"iind  we  believe  it  is  the  general  experience  of  telephone  companies  that  the 
'increase  in  revenue  through  development  of  the  business  whilst  perhaps  gpreater 
than  the  actual  increase  in  expenses  is  much  less,  proportionately,  than  the 
increase  in  expenses. 

Genebal. 

We  annex  a  balance  sheet  of  the  company  at  September  30,  1908,  as  adjusted 
by  us,  which  will  be  observed,  shows  a  deficit  of  $364,784.68.  The  balance 
Bheet  submitted  by  you  to  the  committee  shows  a  surplus  of  $1,883.74,  so 
that  there  is  a  total  difference  between  the  two  accounts  of  $366,668.32,  which 
is  made  up  as  follows: 

Telephone  rates  charged  by  the  company  to  business  subscribers 
at  $60.00  per  annum  from  January  1,  1908,  to  September  30, 
1908,  reduced  to  $48<.00  per  annum  in  accordance  with  fran- 
chise and  decision  of  the  Court  of  Appeals,  State  of  Kew 
York $9,221  89 
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Eepair   charges   to   switchboard,   capitalized   during   1906   and 

now  charged  to  operating $1,  648  32t 

Depreciation  allowed  in  addition  to  that  provided  in  the 
accounts  submitted  by  the  Telephone  Company  to  the  Law 
Committee 255, 434  68 

Plant  dismantled  by  order  of  Rochester  city  from  1903  to  1908, 
now  charged  off  to  profit  and  loss    40, 243  66 

Proportion  of  expenses  and  discounts  of  bond  issues. applicable 
to  period  ending  September  30,  1908,  charged  off  in  addition 
to  the  amount  written  off  by  company    60, 119  87 


$366,668  32 


Without  attempting  to  express  an  opinion  on  the  adequacy  of  the  return 
on  the  investment  shown  by  the  actual  telephone  operations,  we  think  it 
proper  to  point  out  that  the  existence  of  this  deficit  is  not  conclusive  nor 
even  prima  facte  evidence  of  the  inadequacy  of  the  rates,  as  might  be  supposed, 
inasmuch  as  the  principal  causes  of  the  existing  deficit  are: 

(1)  A  loss  on  outside  investments  amounting  to  $269,252.16. 

(2)  The  loss  on  the  issue  of  $302,000  bonds  at  an  average  of  81%  per  cent, 
of  face  value,  and  a  redemption  thereof. at  105  per  cent,  within  a  period  of 
four  years,  amounting  to  about  $70,000;  and 

(3)  The  payment  of  $114,240  in  dividends  on  common  stock,  which  has  been 
shown  above  is  not  represented  by  actual  cash  investment  in  the  property, 
the  present  indebtedness  (exclusive  of  capital  stock)  representing  more  than 
the  actual  cash  investment  in  the  telephone  plant  in  Rochester  and  in  outside 
investments  combined. 

We  trust  that  the  figures  herewith  submitted  will  be  of  material  assistance 
to  the  committee  in  reaching  a  conclusion  on  the  question  before  them  for 
consideration,  and  in  conclusion  it  is  perhaps  fair  to  your  company  to  empba^ 
size  the  point  that  the  investment  figure  we  have  used  represents  only  cash 
invested  in  the  plant  without  any  allowance  either  for  intangible  value  or 
for  expenses  of  financing,  and  a  return  which  would  be  adequate  thereon 
ihould  be  sufficient  to  cover  not  only  interest  but  extraordinary  financial 
charges  and  due  compensation  for  risks,  etc. 

Yours  very  truly, 

PRICE,  WATERHOUSE  k  COMPANY. 
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EXHIBIT  II, 

ROCHESTER  TELEPHONE  COMPANY. 

Pbofit  and  Loss  and  Income  Account  from  July  1,  1000,  to  Septembeb 

30,  1008. 

Ket  operating  revenue $430, 209  52 

Less: 

Bond  interest $258, 174  72 

Interest  on  bills  payable,  etc 65, 700  02 

Bond  discount  and  organization  expenses.  71,058  21 

305,841  95 

Net  income $34, 457  58 

Deduct: 

Loss  on  investments 200, 252  Ift 

Loss  •  .   $234, 704  68 

Add: 

Dividends   paid    120,900  00 

Deficit,  as  per  balance  sheet   $364, 784  58 


• 


EXHIBIT  III. 
ROCHESTER  TELEPHONE  COMPANY. 

Balance  Sheet. 

September  30,  1008. 
Aweis. 

Cost  of  property  and  plant,  including  franchises  and  good- will.  $1,343,886  27 

Investments  in  other  telephone  companies   335, 555  W^ 

Current  Assets: 

Cash $10, 365  04 

Accounts   receivable    37, 332  12 

Notes  receivable  32, 065  53 

Inventories 47, 701  28 

128,454  87 

Deferred  charges  carried  forward  to  future  years 45, 651  00 

Deficit  ... '.' 364, 784  58 

$2,218,331  72 
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lAahilitiea. 
Capital  Stock  —  Common: 

Authorized  — 10,000  Shares  at  $100  each   $1,  000, 000  00 

Issued  — 4,894  Shares  at  $100  each   $489,400  00 

Preferred : 

Authorized  and  unissued  —  500  shares  at  $100 

each $50,  000  00 

Bonded  Debt: 

First  Mortgage  5  per  cent.  Bonds  of  $1,000 

each,  outstanding,  due  January  1,  1920...       98,000  00 
General  Mortgage  5  per  cent.  Gold  Bonds,  out- 

standing,  due  October  1,  1933 1, 003, 300  00 

1,101,300  00 

Current  Liabilities: 

Accounts  Payable $71, 471  80 

Bills  Payable 302, 462  62 

Excess  rate  collections  due  Subscribers 7, 500  00 

Accrued  Interest  and  Taxes 3,  532  50 

384, 966  82 

Reserved  for  Depreciation  and  Renewals  . . , 242, 664  90 

$2,218,331  72 


EXHIBIT  104. 


Letter  from  Mr.  Nally,  Vice-President  Postal  Telegraph  Cable  Company, 
Showing  Ducts  Rented  from  Empire  City  Subway  Company. 

POSTAL  TELEGRAPH-CABLE  COMPANY, 

Executive  Offices, 

253  Broadway,  New  York. 
Edward  J.  Nally, 

Vice-President  and  General  Manager. 

January  31,  1910. 

Dear  Mr.  Page. —  Hei-e  is  the  statement  I  promised  you: 

Statement  of  Ducts  Re.nted  from  Empire  City  Subway  Company  in  1009, 

Rate  per  Duct  Total  Rent 
Size  of  Duct.                          No.  of  Feet.     Mile  per  Year.  Paid. 

( Submarine )      4" 77-1 .  85  $1,  250  00  $183  44 

21/^" 132,131.82  800  00  19,907  86 

3" 71,929.36  900  00  12,109  63 

<  Distributing)  3" 6, 017 . 81      1, 000  00       857  93 

209,  853  84  $33, 058  86 

Very  truly  yours, 
Mr.  E.  J.  Page.  E.  J.  NALLY. 
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EXHIBIT    105. 


Letter  from  E.  W.  Moister,  Assistant  Comptroller,  American  Telephone 
and  Telegraph  Company,  Enclosing  Exhibits  106  and  107. 

AMERICAN  TELEGRAPH  AND  TELEPHONE  COMPANY. 

15  Dey  Stkei-t. 

Charles  G.  Dubois.  Comptroller, 

Edward  \V.  Moistkr,  Assistant  Comptroller. 

New  York,  March  4f/i,  1910. 

Honorable  E.  J.  PACiE,  Counselor  at  Law,  Syracuse,  Xeic  York: 

Dear  Sir. —  Pursuant  to  your  request  at  the  hearing  of  the  joint  Ijegis- 
lotive  Committee,  I  .send  you  statement  of  Supplies  and  Equipment  within  the 
cities*  limits  in  tlie  State  of  New  York  for  the  vear  1908;  also  statement 
showing  the  detail  of  Gross  Income,  exclusive  of  Pole  Line  Earnings.  The 
latter  statement  is  the  item  which,  with  the  Pole  Line  Earnings,  goes  to 
make  up  the  answer  given  to  question  No.  20.  The  fractions  given  for  New 
York  and  New  Jersey  Telephone  Company  and  the  New  Y'ork  and  Pennsyl- 
vania Telephone  Company  represent  the  portion  of  those  companies  applying 
to  New  York  State. 

I  have  asked  Ro.ston  OfTice  for  information  regarding  Depreciation  Reserve 
for  1900,  and  as  soon  as  the  accounts  are  closed  will  be  able  to  send  it  to  you. 

Y'ours  very  truly, 

E.  W.  MOISTER, 

Assistant  Comptroller, 


EXHIBIT  106. 


Statement  of  Gross  Income  for  Dividends  EUimed  Within  State  of  New 
York  for  the  Year  1908  by  American  Telephone  and  Telegraph 
Company. 

AMERICAN  TELEPHONE  AND  TELEGRAPH  COMPANY'. 

Detail  Statement  of  Gross  Lncome  for  Divide>ds,  Etc.,  Earned  Within 

THE  State  of  New  York  for  Y'ear  1908. 
Dividends: 

New  York  Telephone  Company    $1, 932, 941  42 

New  York  and  New  Jersey  Telephone  Company  {Yj) 77, 591  60 

Bell  Telephone  Co.  of  Buffalo 202, 672  00 

$2, 273, 104  91 
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Interest  on  Notes: 

Bell  Telephone  Company  of  Buffalo $38,  710  07 

Central  New  York  Telephone  and  Telegraph  Company 348, 653  70 

Empire  State  Telephone  and  Telegraph  Company 141, 355  46 

Hudson  River  Telephone  Company 306, 424  66 

New  York  and  Pennsylvania  Tel.  and  Tel.  Company  (2/3) . .  103,984  96 

New    York    Telephone    Company 32, 112  00 

New  York  and  New  Jersey  Telephone  Company    (%)....  3, 967  50 


$974,217  35 


4%  per  cent,  on  Earnings: 

Bell   Telephone  Company  of  Buffalo $74,  441  70 

Central  New  York  Telephone  and  Telegraph  Company ....  33, 545  80 

Empire  State  Telephone  and  Telegraph  Company 17,  299  78 

Hudson    River   Telephone    Company 65, 261  94 

New  York  and  Pennsylvania  Tel.  and  Tel.  Company   (2/3)  23,150  91 
New  York  Telephone  Company    (less  New  York  and  New 

Jerse>-  Tel.  and  Tel.  Company) 714.  502  98 

New  York  and  New  Jersey  Telephone  &  Telegraph  Co 192,  373  24 


$1,120,576  35 


Interest  on  Bank  Balances: 

First    National    $48, 725  43 

Manhattan  Trust  Co 36,  538  22 


$85,203  65 


$4, 453, 162  27 
Date  issued,  March  4th,  1910. 


E.  W.  MOISTER, 

Assisiaut  Comptroller^ 
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EXHIBIT  108. 


Copy  of  Mortgage,  from  Commercial  Cable  Company  to  Farmiers'  Loan 

and  Trust  Company,  as  Trustee! 


FIRST  MORTGAGE 

*  ■  •         •  •  ■  , 

To  Secure  ax  Issue  of  Five-Hundbed-Yeab  Four  Per  Cent.  Gotb  Boin>a 

AND  Debenture  Stock. 


This  Indenture,  made  and  executed  this  first  day  of  January,  one  thousand 
^ght  hundred  and  ninety-seven,  by  and  between  The  Commercial  Cable 
Company,  a  corporation  duly  organized  and  existing  under  the  laws  of  the 
State  of  New  York,  and  having  its  principal  office  and  place  of  business  at  the 
City  of  New  York,  in  the  County  and  Stat^  of  New  York,  party  of  the  first 
part  (hereinafter  called  said  Cable  Company),  and  The  Farmers'  Loan 
and  Trust  Company,  a  corporation  duly  organized  'and  existing  under  the 
laws  of  the  State  of  New  York,  as  Trustee,  party  of  the  second  part  (here- 
inafter called  said  Trustee). 

Whereas,  said  Cable  Company  has  purchased  and  acquired  from  the  Postal- 
Telegraph  Cable  Company,  a  corporation  duly  organized  under  the  laws  of  the 
estate  of  New  York,  certain  telegraph  properties,  franchises,  rights  and 
privileges  and  certain  shares  of  the  capital  stock'  of  various  telegraph  com- 
panies hereinafter  referred  to  in  detail;  and 

Whereas,  said  Cable  Company  in  the  exercise  of  the  powers  in  that  behalf 
possessed  by  it  under  the  laws  of  the  State  of  New  York,  and  in  order  to 
provide  for  paying  and  discharging  its  indebtedness  and  obligation  for  the 
purchase  of  said  property  and  sliares  of  capital  stock  and  for  the  purpose 
of  providing  moneys  to  enable  it  to  extend  and  improve  the  property  so 
acquired,  as  well  as  its  own  propert}",  and  for  the  purpose  of  liquidating  any 
obligations  now  or  hereafter  incurred  by  said  Cable  Company,  and  for  any 
other  lawful  purpose  of  said  Cable  Company,  and  in  accordance  with  reso- 
lutions duly  adopted  by  its  board  of  directors  and  by  its  stockholders  at 
meetings  duly  and  regularly  called  and  held  in  accordance  with  law,  has  duly 
-determined  to  issue  its  First  Mortgage  Bonds,  partly  coupon  and  partly  regis- 
tered, to  the  aggregate  amount  of  twenty  million  dollars  ($20,000,000),  pay- 
able in  gold  coin  of  the  United  States  of  America,  snch  coupon  bonds  to  be  for 
one  thousand  dollars  ($1,000)  each,  and  such  registered  bonds  of  the  denom- 
inations hereinafter  mentioned,  and  to  be  dated  the  first  day  of  January, 
t)ne  thousand  eight  hundred  and  ninety-seven,  and  to  be  payable  on  the  first 
day  of  Januarj',  two'  thousand  three  hundred  and  ninety-seven,  and  to  bear 
interest  from  the  first  day  of  January^  one  thousand  eight  hundred  and  ninety- 
seven,  payable  quarterly  at  and  after  the  rate  of  four  per  cent,  per  annum 
in  like  gold  coin  on  the  first  days  of  January,  April,  July  and  October  in 
each  and  every  year,  such  coupon  bonds  to  be  exchangeable  for  registered 
bonds  of  like  tenor,  such  registered  bonds  to  be  of  the  denominations  of  one 
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hundred  dollars,   five  hundred   dollars,   one  thousand   dollars,   five  thousand 
dollars  and  ten  thousand  dollars,  and 

Wheeeas,  said  bonds  are  to  be  convertible  at  the  option  of  any  holder 
thereof  into  English  Sterling  obligations  to  be  known  as  debenture  stock,  on 
terms*  hereinafter  set  forth,  said  debenture  stock  and  the  interest  thereon  ta 
be  secured  by  this  mortgage  deed  of  trust  the  same  as  said  bonds  and  th» 
interest  thereon  are  secured  by  this  mortgage  deed  of  trust;  and 

WhebeaS,  said  bonds  and  the  Trustee's  certificate  to  be  endorsed  thereon 
and  said  coupons  to  be  annexed  thereto  and  the  said  registered  bonds  and 
said  debenture  stock  are  to  be  in  the  form  or  substantially  the  form  followii^;^ 
that  is  to  say: 

IForm  of  Coupon  Bond."] 

UNITED  STATES  OF  AMERICA, 

State  of  New  York. 
No.  $1,000. 

THE  COMMERCIAL  CABLE  COMPANY, 

NEW  YORK. 

FiBST  MoBTGAGE  Five-Hundbed-Yeab  Foub  Peb  Cent.  Gold  Boin). 
On  the  first  day  of   January,  A.   D.   2397,   for  value   received,   The  Com^ 
mercial  Cable  Company  promises  to  pay  the  bearer  the  sum  6f 

One  Thousand  Dollabs 

in  gold  coin  of  the  United  States  of  America  of  or  equal  to  the  present  stand- 
ard  of  weight  and  fineness,  at  the  ofiice  of  The  Farmers'  Loan  and  Trust 
Company  in  New  York  City,  and  to  pay  interest  thereon  at  the  rate  of  four 
per  cent,  per  annum,  payacle  quarterly  on  the  first  days  of  January,  April, 
July  and  October,  in  the  gold  coin  aforesaid,  at  the  said  ofiice  of  the  said 
The  Farmers'  Loan  and  Trust  Company,  upon  the  presentation  and  surrender 
of  the-  coupons  annexed  and  to  be  annexed  hereto,  as  they  severally  become  due. 

This  bond  is  one  of  an  issue  of  bonds,  coupon  and  registered,  of  like  tenor, 
to  ah  amount  not  exceeding  in  the  aggregate  twenty  million  dollars,  all  oi 
which  are  equally  secured  by  a  mortgage  deed  of  trust  bearing  date  January 
1,  1897,  made  by  the  said  The  Commercial  Cable  Company  to  said  The  Farm- 
ers' Loan  and  Trust  Company  as  Trustee,  of  and  upon  the  property  and 
franchises  of  The  Commercial  Cable  Company  (including  the  franchises, 
stocks  and  property  of  the  Postal  Telegraph-Cable  Company  heretofore 
acquired  by  said  The  Commercial  Cable  Company). 

In  case  of  default  for  six  months  after  due  demand  in  the  payment  of 
interest  on  any  of  said  bonds,  the  principal  of  all  thereof  may  be  declared 
due  in  the  manner  and  with  the  effect  provided  in  said  mortgage  deed  of  trust. 

All  payments  upon  this  bond  of  both  principal  and  interest  are  to  be  made 
without  deduction  for  any  tax  or  taxes  which  said  Cable  Company  may  be 
required  to  pay  or  to  retain  therefrom,  by  any  present  or  future  laws  of  the^ 
United  States  of  America,  or  any  of  the  States  thereof,  said  Cable  Company 
hereby  covenanting  and  agreeing  to  pay  any  and  all  such  tax  or  taxes. 

The  holder  of  this  bond  may  at  any  time  at  his  option  surrender  the  same, 
with  the  undue  coupons  attached,  to  the  Registrar  of  said  bonds,  to  be  can« 
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celled,  and  receive  in  lieu  thereof  a  legistered  bond  in  the  form  provided  in  the 
■lortgage  deed  of  trust. 

This  bond  may  also  be  exchanged  for  the  Debenture  Stock  of  said  The 
Commercial  Gable  Company  oti  terms  set  forth  in  the  mortgage  deed  of  trust 
securing  this  bond. 

This  bond  shall  not  be  valid  or  obligatory  until  the  certificate  endorsed 
hereon  shall  be  signed  by  the  Trustee  under  said  mortgage  deed  of  trust. 

Iv  WTTNS88  WHEBEor,  The  Commercial  Cable  Company  has  on  this 
first  day  of  January,  1897,  caused  its  corporate  seal  to  be  affixed 
hereto,  and  this  bond  to  be  signed  by  its  Vice-President  and  Treas- 
urer, and  has  also  caused  a  fac-simile  signature  of  its  Treasurer 
to  be  engraved  on  each  of  the  coupons  hereto  annexed. 

The  Commercial  Cable  Company, 
By 

Vice-President. 

Treasurer, 
Attest: 

Secrettiry. 

And  said  bonds  are  to  bear  the  following  certificate  endorsed  upon  then, 
to  be  signed  by  said  Trustee. 

[  Trus tee*8  Certificate.  ] 

The  Fabmbbs'  Loan  and  'I'rust  Company,  Trustee,  hereby  certifies  that 
this  bond  is  one  of  the  issue  referred  to  within. 

The  Fabmebs'  Loan  and  Tbust  Company, 

Trustee, 

By 

Vice-PresidetU^ 

And  WHEBEA8,  each  of  the  said  bonds  has  attached  to  it  coupons  signed 
with  the  engraved  signature  of  the  Treasurer  of  The  Commercial  Cable 
Company  for  each  installment  of  interest  to  accrue  thereon  for  twenty-five 
years,  payable  when  they  respectively  become  due  in  gold  coin  of  the  United 
States  of  America  at  the  office  of  The  Farmers*  Loan  and  Trust  Company, 
said  coupons  being  of  the  following  form: 

I  Farm  of  Coupon. '\ 
$10  $10 

On  the  first  day  of  1 

The  Commercial  Cable  Company 

will  pay  the  bearer  at  the  office  of  The  Farmers'  Loan  and  Trust  Company, 
Ten  Dollars  in  gold  coin,  being  three  months*  interest  due  on  its  first  mort- 
gage bond  for  one  thousand  dollars. 


Treasurer, 
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And  wheseas,  said  registered  bonds  arc  to  be  in  the  form  or  substantially 
the  form  following;  that  is  to  say: 

[Form  of  Regiatered  Bond.} 

(In  denominations  of  $100,  $500,  $1,000,  $5,000  and  $10,000.) 

UNITED  STATES  OF  AMERICA, 

No. 

THE  COMMERCIAL   CABLE  COMPAXY, 

NEW  YORK. 

FiKST  Mortgage  Four  Per  Cent.  Gold  Bond. 

Principal  due  Jan.  1,  A.  D.  2397. 

Interest  payable  quarterly   on  the   first  days  of  January,   April,   July   and 

October,  at  the  rate  of  four  per  cent,  per  annum. 

For  value  received  The  Commercial   Cable  Company  promises  to  pay  to 

or  assigns  Dollars  in  gold  coin 

of  the  United  States  of  America  of  or  equal  to  the  present  standard  of 
weight  and  fineness  at  the  office  ot  The  Commercial  Cable  Company,  in  the 
City  of  New  York,  on  the  first  day  of  January,  A.  D.  two  thousand  three 
hundred  and  ninety-seven,  and  to  pay  interest  thereon,  at  the  rate  of  four 
per  centum   per  annum,   from   the   first   day  of  18        ,  until 

such  principal  sum  shall  be  paid,  such  interest  being  payable  at  said  office 
on  the  first  days  of  January,  April,  July  and  October  in  each  year. 

This  bond  is  one  of  an  issue  of  bonds,  coupon  and  registered,  of  like  tenor, 
to  an  amount  not  exceeding  in  the  aggregate  twenty  million  dollars,  all  of 
which  are  equally  secured  by  a  mortgage  deed  of  trust  bearing  date  January 
1,  1897,  made  by  the  said  The  Commercial  Cable  Company  to  said  The 
Farmers'  Loan  and  Trust  Company,  as  Trustee,  of  and  upon  the  property 
and  franchises  of  The  Commercial  Cable  Company  (including  the  franchises, 
stock  and  property  of  The  Postal  Telegraph-Cable  Company,  heretofore 
acquired  by  said  The  Commercial  Cable  Company). 

In  case  of  default  for  six  months  after  due  demand  in  the  payment  of 
interest  on  any  of  said  bonds,  the  principal  of  all  thereof  may  be  declared  due 
in  the  manner  and  with  the  effect  provided  in  said  mortgage  deed  of  trust. 

All  payments  upon  this  bond  of  both  principal  and  interest  are  to  be  made 
without  deduction  for  any  tax  or  taxes  which  said  Cable  Company  may  be 
required  to  pay  or  to  retain  therefrom,  by  any  present  or  future  laws  of  the 
United  States  of  America,  or  any  of  the  States  thereof,  said  Cable  Company 
hereby  covenanting  and  agreeing  to  pay  any  and  all  such  tax  or  taxes. 

This  bond  is  transferable  only  at  the  office  of  said  The  Commercial  Cable 
Company  on  the  books  of  said  The  Commercial  Cable  Company  by  the  regis* 
tered  owner  in  person  or  by  attorney  upon  the  surrender  hereof,  and  may  be 
transferred  into  similar  bonds  of  smaller  denominations  or  be  merged  with 
other  bonds  of  this  issue  into  a  similar  bond  of  larger  denomination,  except 
that  the  only  denominations  shall  be  $100,  $500,  $1,000,  $5,000  and  $10,000. 

Installments  of  interest  on  this  bond  shall  be  paid  by  cheques  or  warrants 
mailed  to  proprietors  at  their  addresses  registered  in  the  books  of  said  Cable 
Company,  and  such  payments  shall  be  in  full  in  the  order  of  their  maturity 
and  in  accordance  with  the  provisions  of  said  mortgage  deed  of  trust. 
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This  bond  may  be  exchanged  for  the  Debenture  Stock  of  said  The  Com- 
,  mercial  Cable  Company  on  the  terms  set  forth  in  the  mortgage  deed  of  trust 
ysecuring  this  bond. 

.  ..This  bond  shall  not  be  valid  or  obligatory  until  the  certificate  endorsed 
.  hereon  shall  have  been  signed  by  the  Trustee  under  the  said  mortgage  deed 
.of  trust. 

In  witness  whebeof  The  Commercial  Cable  Company  has  on  this 
d.ay  of  caused   its  corporate  seal  to  be  affixed  hereto,  and 

this  bond  to  be  signed  by  its  Vice-President  and  Treasurer. 
.  .  The  Commercial  Cable  Company, 

By 

Vice-President, 

Tre€isurer^ 
Attest: 

Secretary. 

And  said  registered  bonds  are  to  bear  the  following  certificate  endorsed 
upon  them  to  be  signed  by  said  Trustee. 

[Trustee's  Certificate  J] 

The  Farmers'  Loan  and  Trust  Company,  Trustee,  hereby  certifies  that 
this  bond  is  one  of  the  issue  of  bonds  referred  to  within. 

The  Farmers*  Loan  and  Trust  Company. 
By 

y  ice-President. 

And  whereas  any  of  said  bonds  are  to  be  exchangeable  at  the  option  of 
the  holder  thereof,  into  English  Sterling  certificates  in  amounts  of  £1  and 
multiples  thereof,  at  the  rate  of  £206  for  every  $1,000  of  bonds,  representing 
debenture  stock  of  said  The  Commercial  Cable  Company,  signed  by  such 
official  as  the  Board  may  designate,  and  countersigned  by  the  Registrar, 
said  debenture  stock  to  be  in  the  form  or  substantially  the  form  as  follows, 
to  wit: 

[Form  of  Dehcnfure  8tock.'\ 

FIVE  HUNDRED  YEAR  FOUR  PER  CENT.  DEBENTURE  STOCK. 

THE  COMMERCIAL  CABLE  COMPAXY. 
No.  £ 

This   is   to   certify  that  is   the   regis- 

tered holder  of  pounds  sterling  of  the  Debenture  Stock  of  The 

Commercial  Cable  Company  issued  under  the  provisions  of  a  mortgage 
deed  of  trust,  and  bearing  interest  at  the  rate  of  four  per  centum  per  annum, 
payable  quarterly,  free  of  all  United  States  taxes,  on  the  first  days  of  Janu- 
ary, April,  July  and  October,  in  each  .year,  in  London,  England.  The  pay- 
ment of  the  principal  and  interest  of  this  Debenture  Stock  is  secured  by  said 
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mortgage  deed  of  trust,  dated  the  first  day  of  January,  1897,  and  made  by 
the  said  The  Commercial  Cable  Company  to  The  Farmers'  Loan  and  Trust 
Company  (of  the  City  of  New  York),  as  Trustee,  by  which  mortgage  deed  of 
trust  all  the  franchises,  property  and  assets  of  The  Commercial  Cable  Com- 
pany (including  the  property,  franchises  and  assets  of  the  Postal  Telegraph- 
Cable  Company  heretofore  acquired  by  said  The  Commercial  Cable  Com- 
pany) are  assigned  to  said  The  Farmers'  Loan  and  Trust  Company  upon 
trusts  for  securing  twenty  million  dollars  ($20,000,000)  bonds  or  their 
equivalent,  £4,120,000  sterling  debenture  stock  of  this  issue. 

Installments  of  interest  on  this  Debenture  Stock  are  to  be  paid  by  cheques 
or  warrants  mailed  to  proprietors  at  their  addresses  registered  in  the  bookd 
of  said  Cable  Company. 

The  stock  represented  by  this  certificate  is  transferable  on  common  trans- 
fer forms,  to  be  subsequently  registered  on  the  books  of  the  Company  in  Lon- 
don or  New  York  or  at  the  office  of  such  financial  agents  in  London  as  said 
Cable  Company  may  from  time  to  time  appoint,  and  in  conformity  with  the 
provisions  of  the  by-laws  in  that  behalf  upon  the  surrender  of  this  certifi- 
cate. No  transfer  for  any  sum  less  than  one  pound  or  for  other  than 
multiples  of  one  pound  will  be  registered. 

This  certificate  shall  not  be  valid  unless  signed  by  such  official  of  said 
The  Commercial  Cable  Company  as  the  Board  may  from  time  to 
time  appoint  for  that  purpose,  and  countersigned  by  the 
Registrar. 

Given  under  the  common  seal  of  the  Company  this 
[l.  s.]         day  of  1 

The  Commercial  Cable  Company, 

By 

Countersigned  in  London 
this  day  of  »  1       • 


Registrar, 

No  Transfer  of  any  Portion  of  this  Stock  will  bk  Rkgistered  Without 

THfc  Surrender  of  this  Certificate. 

And  whereas,  by  resolutions  duly  passed  in  accordance  with  law  by  the 
board  of  directors  of  said  Cable  Company,  the  said  Cable  Company  has  duly 
determined  to  secure  the  payment  of  all  of  ^aid  bonds  and  debenture  stock 
equally,  principal  and  interest,  by  this  mortgage  deed  of  trust  in  the  manner 
and  to  the  effect  hereinafter  expressed,  said  mortgage  deed  of  trust  to  be 
executed  by  the  president  and  treasurer  of  said  Cable  Company,  and  under 

« 

the  corporate  seal  of  said  Cable  Company  to  the  said  Trustee:  and 

Whereas,  the  consent  of  the  stockholders  owning  at  least  two-thirds  of 
the  stock  of  said  Cable  Company  to  the  execution,  delivery  and  issue  of 
this  mortgage,  and  the  issue  of  said  bonds  has  l^en  given  by  a  vote  at  a 
meeting  of  the  stockholders  of  said  Cable  Company,  duly  called  in  accord- 
ance with  law  for  that  purpose,  and  a  certificate  of  the  vote  at  such  meeting, 
signed  and  sworn  to  by  the  chairman  and  secretary  at  such  meeting,  has 
been  given  and  filed  and  recorded,  in  accordance  \v\t]\  law,  in  the  office  of  the 
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Register  of  the  City  and  County  of  New  York,  in  which  county  said  Cable 
Company  has  its  principal  place  of  business;  and 

Whereas,  the  amount  of  the  obligations  of  said  Cable  Company  issued 
and  outstanding  at  the  time  of  the  execution  of  this  mortgage  deed  of  trust, 
including  the  coupon  and  registered  bonds  and  debenture  stock  intended  to 
be  secured  by  this  indenture,  does  not  exceed  an  amount  equal  to  two-thirds 
of  the  value  of  the  corporate  property  of  said  Cable  Company  at  the  time  of 
issuing  the  obligations  secured  by  this  mortgage  deed  of  trust,  this  mortgage 
being  the  only  mortgage  outstanding  against  the  property  and  franchises  of 
said  Cable  Company. 

Now,  THEREFORE.  THIS  INDENTURE  WITNESSETH,  that  said  Cable  Company 
for  and  in  consideration  o'f  the  premises  and  of  one  dollar  to  it  paid  by  said 
Trust  Company,  the  receipt  whereof  is  hereby  acknowledged,  and  for  the 
purpose  of  securing  the  payment  of  said  bonds  and  the  interest  to  accrue 
thereon,  and  for  the  purpose  of  securing  the  payment  of  said  debenture  stock 
and  the  interest  to  accrue  thereon,  according  to  the  true  intent  and  meaning 
thereof,  hath  granted,  bargained,  sold,  aliened,  remised,  released,  conveyed, 
confirmed,  assigned,  transferred  and  set  over,  and  by  these  presents  doth 
grant,  bargain,  sell,  alien,  remise,  release,  convey,  confirm,  assign,  transfer 
and  set  over  unto  the  said  Trust  Company  and  its  successors  and  assigns 
forever  the  following  described  property,  that  is  to  say: 

All  the  submarine  and  other  telegraph  cables,  leasps.  franchises,  rights, 
privilege^,  liberties,  landing  rights,  lands,  telegraph  stations,  offices,  plants, 
ships,  telegraph  lines  and  appurtenances,  including  poles,  wires,  cables,  insu- 
lators, batteries,  telegraph  instruments,  equipment,  offices,  office  furniture, 
leases  and  real  estate,  stocks  of  other  companies,  moneys,  credits,  bonds  and 
other  securities,  letters  patent,  patent  rights,  contracts,  leasehold  and  othei 
interests  in  the  lines  of  the  other  companies,  and  all  and  singular  its  prop- 
erty and  franchises  of  every  nature  whatsoever,  excepting  the  franchise  to  be 
a  corporation,  and  all  tolls  and  sums  of  money  due  or  to  become*  due  in 
respect  of  the  same,  and  generally  all  other  property  and  rights  whatsoever 
and  wheresoever  of  or  to  which  the  said  Cable  Company  now  is,  or  during 
the  continuance  of  this  security  shall  become  possessed  or  entitled,  including 
the  following,  to  Avit: 

Three  main  submarine  cables  from  Waterville,  County  of  Kerry,  Ire- 
land, to  Canso,  Nova  Scotia. 

One  submarine  cable  from  Canso,  Nova  Scotia,  to  New  York  City  by 
way  of  Coney  Island. 

One  submarine  cable  from  Canso,  Nova  Scotia,  to  Rockport,  Massa- 
chusetts, containing  two  conductors. 

One  submarine  cable  from  Waterville  to  Havre,  France. 

One  submarine  cable  from  Waterville  to  Weston-super-Mare,  Somer- 
setshire, England,  containing  two  conductors. 

Also  the  telegraph  lines  and  appurtenances,  including  poles,  wires,  cables, 
insulators,  batteries,  telegraph  instruments,  equipment,  offices,  office  furniture, 
leases  and  real  estate,  stocks  of  other  companies,  moneys,  credits,  bonds  and 
other  securities,  letters  patent,  patent  rights,  contracts,  leasehold  and  othet 
interests  in  the  lines  of  the  other  companies,  and  all  and  singular  its  property, 
rights,  privileges  and  franchises  of  every  nature,  whatsoever,  excepting  the 
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franchise  to  be  a  corporation,  on  this  day  conveyed  by  the  Postal  Telegraplf- 
Cable  Company  to  said  Cable  Company  and  upon  which  this  is  a  purchase  • 
money    mortgage,    including   telegraph    lines    between    and    in    the   following 
named  cities,  towns  and  States,  to  wit: 

New  York  City,  New  York,  to  Mojave,  California,  by  way  of  Ghent, 
Chatham,  Albany,  Schenectady,  Utiea,  Syracuse,  Rochester  and  Buffalo^ 
New  York;  Erie,  Pennsylvania;  Conneaut,  Cleveland  and  Fostoria,  Ohio; 
Goshen,  South  Bend  and  La  Porte,  Indiana;  Chicago  and  Holcomb, 
Illinois;  Dubuque  and  Des  Moines,  Iowa;  St.  Joseph  and  Kansas  City^ 
Missouri;  Topeka,  Newton  and  Dodge  City,  Kansas;  La  Junta,  Colorado; 
Albuquerque,  New  Mexico;  and  Billings  and  Haekberry,  Arizona:  with 
branch  lines  to  Denver,  Leadville  and  Cripple  Creek,  Colorado;  Wichita,. 
Kansas;  St.  Paul,  Minnesota;  Hampton,  ' Lyle,  Manley  Junction  and 
Cedar  Falls,  Iowa;  Wasioja,  Minnesota;  De  Kalb,  Rockford,  Freeport 
and  Elgin,  Illinois;  and  Suspension  Bridge,  Durhamville,  Dolgeville,. ' 
Gloversville,  Hudson  and  Yonkcrs,  New  York. 

Omaha,  Nebraska,  to  Peoria,  Illinois,  by  way  of  Des  Moines,  Iowa 
City  and  Davenport,  Iowa,  and  Rock  Island,  Illinois,  with  branch  lines 
to  Cedar  Rapids,  Clinton  and  Muscatine,  Iowa,  and  Moline,  Illinois. 

Chicago,  Illinois,  to  St.  Louis,  Missouri,  by  way  of  Joliet,.  Illinois, 
with  a  branch  line  to  Mazon,  Illinois. 

Eureka,  Illinois,  to  Vandalia,  Illinois,  by  way  of  Decatur,  Illinois. 

Chicago,  Illinois,  to  Milwaukee,  Wisconsin. 

Chicago,  Illinois,  to  Kalamazoo,  Michigan,  by  way  of  Hammond^ 
Indiana,  and  Niles,  Michigan. 

Westville,  Indiana,  to  Rome,  Georgia,  by  way  of  Lafayette  and  Indian^ 
apolis,  Indiana,  Louisville  and  Bowling  Green,  Kentucky,  and  Nashville*' 
and  Chattanooga,  Tennessee. 

Goshen,  Indiana,  to  Battle  Creek,  Michigan,  by  way  of  Sturgis, 
Michigan. 

Toledo,  Ohio,  to  Louisville,  Kentucky,  by  way  of  Fostoria,  Findlay; 
Hamilton  and  Cincinnati,  Ohio,  and  Frankfort,  Kentucky,  with  a  branch 
line  from  Georgetown  to  Winchester,  Kentucky. 

Toledo,  Ohio,  to  Cleveland,  Ohio,  by  way  of  Sandusky,  Ohio. 

Cleveland,  Ohio,  to  Orangeville,  Ohio,  on  the  State  line  between  Ohio 
and  Pennsylvania,  by  way  of  Warren,  Ohio. 

Massillon,  Ohio,  to  Mansfield,  Ohio. 

Warren,  Ohio,  to  Pittsburgh,  Pennsylvania,  by  way  of  New  Castle, 
Pennsylvania,  with  a  branch  line  to  Salem,  Ohio. 

Buffalo,  New  York,  to  the  State  line  between  New  York  and 
Pennsylvania. 

Rochester.  New  York,  to  Syracuse,  New  York,  by  way  of  Canandaigua 
and  Auburn,  New  York. 

Syracuse,    New    York,    to    Norwood,    New    York,    by    way    of    OswegQ, 
.  Watertown,  Morristown,  and   Ogdensburg,  New  York. 

Monroe,  New  York,  to  Saugerties,  New  York,  by  way  of  Newburgh, 
Poughkeepsie  and  Kingston,  New  Y'ork. 

Such  portion  of  the  telegraph  line  beginning  at  the  State  line  between. 
New  York  and  New  Jersey,  near  Tallmans,  New  York,  and  crossing  at 
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various  points  the  State  line  between  New  York  and  Pennsylvania,  and 
extending  to  Orangeville,  Ohio,  as  lies  within  the  State  of  New  York. 

From  the  State  line  between  Connecticut  and  Massachusetts,  to  Boston, 
Massachusetts,  by  way  of  Springfield  and  Worcester,  Massachusetts. 

Springfield.  Massachusetts,  to  Greenfield,  Massachusetts,  by  way  of 
Chicopee  Falls,  Holyoke  and  Northampton,  Massachusetts. 

Chatham,  New  York,  to  North  Adams,  Massachusetts,  by  way  of 
Pittsfield,  Massachusetts. 

From  the  State  line  between  Rhode  Island  and  Massachusetts,  to 
Boston,  Massachusetts. 

Providence,  Rhode  Island,  to  New  Bedford,  Massachusetts,  by  way  of 
•  Fall  RiA'er,  Massachusetts,  with  a  branch  line  to  Newport,  Rhode  Island. 

New  Brunswick,  New  Jersey,  to  Philadelphia,  Pennsylvania,  by  way 
of  Trenton,  Bordentown,  Burlington  and  Camden,  New  Jersey. 

New  York  City,  New  York,  to  Philadelphia,  Pennsylvania,  by  way  of 
Franklin  and  Trenton,  New  Jersey,  and  New  Hope,  Pennsylvania. 

Philadelphia,  Pennsylvania,  to  St.  Louis,  Missouri,  by  way  of  Lan- 
caster, Harrisbtirg  and  Pittsburgh,  Pennsylvania,  Steubenville,  Columbus 
and  Dayton,  Ohio,  Indianapolis  and  Terre  Haute,  Indiana,  and  Vandalia^ 
Illinois,  with  branch  lines  to  Altoona,  Pennsylvania,  Bellaire,  Ohio, 
Springfield,  Ohio,  and  Hamilton,  Ohio. 

Telre  Haute,  Indiana,  to  Evansville,  Indiana,  by  way  of  Vincennes, 
Indiana. 

Philadelphia,  Pennsylvania,  to  the  State  line  between  Pennsylvania 
and  Maryland,  by  way  of  Parkersville,  Pennsylvania,  with  a  branch  line 
to  Wilmington,  Delaware. 

From  the  State  line  between  Pennsylvania  and  Mar}*land   to  Wash- 
IngtonV  D.  C,  by  way  of  Baltimore  and  Sandy  Springs,  Maryland. 
*     Norfolk,  Virginia,   to   Newport  News,  Virginia,   by   way   of   SewalPs 
-rolnt  and  Old  Point  Comfort,  Virginia. 

Raleigh,  North  Carolina,  to  Durham,  North  Carolina. 

Savannah,  Georgia,  to  Charleston,  South  Carolina. 

Camak,  Georgia,  to  New  Orleans,  Ix)uisiana,  by  way  of  Americus  and 
Columbus,    Georgia,    ^lontgomery    and    Selma,    Alabama,    and    Scranton, 
'  Mississippi,   with   a   branch   line   from   Mobile,   Alabama,   to   Pensacola, 
Florida. 

Birmingham,  Alabama,  to  New  Orleans,  Louisiana,  by  way  of  Eutaw, 
Alabama,  Meridian,  Jackson  and  Vicksburg,  Mississippi,  and  Baton  Rouge^ 
'Louisiana,  with  branch  lines  to   Central  Mills,  Alabama,  and   Natchez^ 
Mississippi. 

Birmingham,  Alabamn,  to  Memphis,  Tennessee,  by  way  of  Guin,  Ala- 
bama, and  Holly  Springs,  Mississippi. 

Aberdeen,  Mississippi,  to  .Amory,  Mississippi. 

Columbus,  Mississippi,  to  West  Point.  Mississippi. 

Also   a   certain   indenture  of  lease   from   the  Commercial   Union   Tele- 
graph Company  of  a  line  of  telegraph  from  Albany,  New  York,  to  Rich- 
ford,  Vermont,  by  way  of  Mechanicsville  and  Saratoga,  New  York,  and 
'  Fair  Haven,  Burlington  and  St.  Albans.  Vermont;  and  a  line  of  telegraph 
from   Mechanicsville,   New   York,   to   Boston,   Massachusetts,   by   way   of 
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North  Adams,  Greenfield,  Fitchburg  and  Lowell,  Massachusetts;  and  a 
line  from  Ix>well,  Massachusetts,  to  Concord,  New  Hampshire,  by  way  of 
Nashua  and  Manchester,  New  Hampshire;  and  a  line  from  Greenfield, 
Massachusetts,  to  Brattleboro,  Vermont;  and  a  line  from  Lowell,  Massa- 
chusetts, to  Mattawamkeag,  Maine,  by  way  of  Haverhill,  Massachusetts, 
Dover,  New  Hampshire,  Portland  and  Bangor,  Mainej  and  a  line  from 
Boston,  Massachusetts,  to  South  Berwick,  Maine,  by  way  of  Amesbury 
and  Portsmouth,  Massachusetts;  and  branch  lines  to  Bath,  Auburn, 
Kocklaud,  Bingham,  Skowhegan,  Old  Orchard,  Bar  Harbor,  Maine,  and 
Westville,  New  Hampshire. 

Also  a  certain  indenture  of  lease  from  the  Coliunbus,  Sandusky  and 
Hocking  Railroad  Company  of  a  line  of  telegraph  from  Sandusky,  Ohio, 
to  Columbus,  Ohio,  by  way  of  Bucyrus,  Marion  and  Delaware,  Ohio. 

Also  a  certain  contract  of  lease  from  the  Chesapeake,  Ohio  and  South 
Western  Railway  Company  of  a  line  of  telegraph  from  Louisville,  Ken- 
tucky, to  Memphis,  Tennessee,  by  way  of  Cecilia,  Horse  Branch  and 
Paducah,  Kentucky,  and  Rives  and  Covington,  Tennessee. 

Also  a  certain  indenture  of  lease  from  the  Connecticut  Tel^raph  Com- 
pany of  a  line  of  telegraph  from  Hartford,  Connecticut,  to  Saybrook 
Point,  Connecticut,  with  branch  lines  to  Moodus,  New  Haven,  and  Bridge- 
port, Connecticut,  and  Watch  Hill,  Rhode  Island. 

Also  a  certain  indenture  of  lease  from  the  South' Jersey  Railroad  Com- 
pany of  a  line  of  telegraph  from  Winslow  Junction,  New  Jersey,  to  Cape 
May,  New  Jersey,  with  branch  line  from  Tuckahoe  to  Sea  Isle  City,  New 
Jersey. 

Also  a  certain  indenture  of  lease  from  the  Yazoo  and  Mississippi 
Valley  Railroad  Company  of  a  line  of  telegraph  from  Memphis,  Tennessee, 
to  New  Orleans,  I^uisiana,  by  way  of  Rolling  Fork  and  Vicksburg,  Mis- 
sissippi; and  branch  lines  from  Coahama  to  Rolling  Fork,  Mississippi; 
and  a  line  from  Jackson  to  Durant,  Mississippi,  and  various  small 
branches. 

Also  two  wires  on  poles  of  the  Canadian  Pacific  Railway  Company  from 
Niagara  Falls,  Ontario,  to  Windsor,  Ontario. 

Also  the  following  shares  of  stock: 

.500  shares  of  the  capital  stock  of  the  American  District  Telegraph 
Company  of  Jersey  City,  a  corporation  organized  under  the  laws  of  the 
State  of  New  Jersey,  of  the  par  value  of  $100  each,  being  the  entire 
capital  stock  of  that  company. 

1,646  shares  of  the  capital  stock  of  the  Atlantic  Postal  Telegraph  Com- 
pany, a  corporation  organized  under  the  laws  of  the  State  of  New  Jersey, 
of  the  par  value  of  $25  each,  the  entire  capital  stock  of  that  companf 
being  $50,000. 

500  shares  of  the  capital  stock  of  the  Atlantic  Postal  Telegraph-Cable 
Company,  a  corporation  organized  imder  the  laws  of  the  State  of  New 
York,  of  the  par  value  of  $100  each,  being  the  entire  capital  stock  of  that 
company. 

737  shares  of  the  capital  stock  of  the  Board  of  Trade  Telegraph  Com- 
pany, a  corporation  organized  under  the  laws  of  the  State  of  niinois,  of 
the  par  value  of  $100  each,  the  entire  capital  stock  of  that  company 
being  $75,000. 
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84  shares  of  the  capita]  stock  of  the  Champlain  Telegraph  Company, 
a  corporation  organized  under  tlie  laws  of  the  State  of  New  York,  of 
the  par  value  of  $100  each,  the  entire  capital  stock  of  that  company  being 
$10,000. 

1,000  shares  of  the  capital  stock  of  tlic  Chicago,  Milwaukee  and  Lake 
Superior  Telegraph  Company,  a  corporation  organized  under  the  laws  of 
the  State  of  Wiscon.sin,  of  the  par  value  of  $100  each,  being  the  entire 
capital  stock  of  that  company. 

6,708  shares  of  the  capital  stock  of  the  Lehigh  Telegraph  Company,  a 
corporation  organized  under  the  laws  of  the  State  of  Pennsylvania,  of 
the  par  value  of  $5  each,  the  entire  capital  stock  of  that  company  being 
$50,000,  of  which  amount  7,700  shares  have  been  issued. 

600  shares  of  the  capital  stock  of  the  Merchants'  Telegraph  Company, 
a  corporation  organized  under  the  laws  of  the  State  of  Ohio,  of  the  pai 
value  of  $50  each,  being  the  entire  capital  stock  of  that  company. 

500  shares  of  the  capital  stock  of  the  Michigan  Postal  Telegraph  Com- 
pany, a  corporation  organized  under  the  laws  of  the  State  of  Michigan^ 
of  the  par  value  of  $100  each,  being  the  entire  capital  stock  of  that  com- 
pany. 

300  shares  of  the  capital  stock  of  the  New  England  Telegraph  Company 
of  Massachusetts,  a  corporation  organized  under  the  laws  of  the  State  of 
Massachusetts,  of  the  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

2,800  shares  of  the  capital  stock  of  the  New  England  Telegraph  Com- 
pany, a  corporation  organized  under  the  laws  of  the  State  of  New  York, 
of  the  par  value  of  $100  each,  being  the  entire  capital  stock  of  that  com- 
pany. 

013  shares  of  the  capital  stock  of  the  New  Jersey  Postal  Telegraph 
Company,  a  corporation  organized  under  the  laws  of  the  State  of  New 
Jersey,  of  the  par  value  of  $50  each,  being  the  entire  outstanding  capital 
stock  of  that  company. 

3,000  shares  of  the  capital  stock  of  The  Pacific  Mutual  Telegraph  Com- 
pany of  Kansas  City,  Mo.,  a  corporation  organized  under  the  laws  of 
the  State  of  Missouri,  of  the  par  value  of  $100  each,  being  the  entire 
capital  stock  of  that  company. 

2,066  shares  of  the  capital  stock  of  The  Pacific  Telegraph  Company 
of  Kansas,  a  corporation  organized  under  the  laws  of  the  State  of 
Kansas,  of  the  par  value  of  $100  each,  being  the  entire  outstanding 
capital  stock  of  that  company. 

106  shares  of  the  capital  stock  of  the  Postal  District  Telegraph  and 
Protection  Company,  a  corporation  organized  under  the  laws  of  the 
State  of  New  Jersey,  of  the  par  value  of  $10  each,  the  entire  capital 
stock  of  that  company  being  $10,000. 

300  shares  of  the  capital  stock  of  The  Postal  Telegraph  and  Cable 
Company,  a  corporation  organized  under  the  laws  of  the  State  of  Con- 
necticut, of  the  par  value  of  $100  each,  Ijeing  the  entire  capital  stock  of 
that  company. 

990  shares  of  the  capital  stock  of  The  Postal  Telegraph  Company,  a 
corporation  organized  under  the.  laws  of  the  State  of  Pennsylvania,  of 
the  par  value  of  $50  each^  the  entire  capital  stock  of  that  company 
being  $50,000. 
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200  shares  of  the  capital  stock  of  the  Postal  Telegraph  and  Cable 
Company  No.  1,  a  corporation  organized  under  the  laws  of  the  State 
of  Pennsylvania,  of  tl}e  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

200  shares  of  the  capital  stock  of  the  Postal  Telegraph  and  Cable 
Company  No.  2,  a  corporation  organized  under  the  laws  of  the  State  of 
Pennsylvania,  of  the  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

60  shares  of  the  capital  stock  of  the  Postal  Telegraph  and  Cable  Com- 
pany No.  3,  a  corporation  organized  under  the  laws  of  the  State  of 
Pennsylvania,  of  the  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

30  shares  of  the  capital  stock  of  The  Postal  Telegraph  and  Cable 
pany  of  Rhode  Island,  a  corporation  organized  under  the  laws  of  the 
State  of  New  Jersey',  of  the  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

50  shares  of  the  capital  stock  of  the  Postal  Telegraph  and  Cable  Com- 
pany of  Rhode  Island,  a  corporation  organized  under  the  laws  of  the 
State  of  Rhode  Island,  of  the  par  value  of  $100  each,  being  the  entire 
capital  stock  of  that  company. 

50  shares  of  the  capital  stock  of  the  Postal  Telegraph -Cable  Company 
of  Massachusetts,  a  corporation  organized  under  the  laws  of  the  State 
of  Massachusetts,  of  the  par  value  of  $100  each,  being  the  entire  capital 
stock  of  that  company. 

500  shares  of  the  capital  stock  of  the  Southern  Atlantic  Telegraph 
Company  of  Baltimore  City,  a  corporation  organized  under  the  laws  of  the 
State  of  Maryland,  of  the  par  value  of  $100  each,  being  the  entire  capital 
.  .       stock  of  that  company. 

Also  all  the  property,  rights,  privileges  and  franchises  of  the  said  Cable 
Company  now  owned  or  hereafter  to  be  acquired  by  said  Cable  Company. 

To  HAVE  AND  TO  HOLD  all  and  singular  the  above  mentioned  and  described 
property,  rights,  privileges  and  franchises,  together  with  the  appurtenances, 
unto  the  said  Trustee  and  its  succef^aors  and  assigns,  to  its  and  their  own 
proper  use,  benefit  and  behoof  forever,  in  trust,  nevertheless,  for  the  equal 
pro  rata  use,  benefit  and  security  of  all  the  persons  and  corporations  who 
shall  become  or  be  the  owners  or  lawful  holders  of  any  of  said  bonds  er 
coupons  or  debenture  stock  intended  to  be  hereby  secured  as  aforsaid,  which 
shall  be  issued  or  negotiated,  and  for  the  enforcement  of  the  payment  thereof 
when  payable  in  accordance  with  the  provisions  of  these  presents,  and  all 
said  bonds  and  coupons  and  debenture  stock  and  interest  thereon,  without 
preference  to  any  of  the  said  bonds  or  coupons  or  debenture  stock  over  any 
of  the  others  by  reason  of  priority  in  the  time  of  issue  or  negotiation  thereof 
or  otherwise,  under  and  subject  to  the  following  trusts,  uses,  purposes,  terms, 
conditions,  provisions,  covenants  and  agreements,  and  the  said  Cable  Com- 
pany hereby  coA-enants  and  promises  and  agrees  to  and  with  the  said  Trust 
Company,  its  successors  and  assigns,  and  to  and  with  the  respective  persons, 
corporations  and  partnerships  who  shall  hold  the  bonds,  coupons  or  debenture 
stock  to  be  secured  hereby,  or  any  of  them,  as  follows,  to  wit: 

First. — The  said  Trustee  shall  from  time  to  time  as  required  for  exchange 
for  stock,   and  without  further  corporate   action,  certify   the  bonds   of.  thii 
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issue,  coupon  or  re^^stered  as  may  be  required,  up  to  the  amount  of  fifteen 
million  dollars  ($15,000,000)  principal  par  value,  and  the  said  Trustee  is 
hereby  given  authority  and  direction  to  distribute  the  same  in  exchange  for 
certificates  of  stock  in  said  Postal  Telegraph-Cable  Company,  duly  trans- 
ferred on  the  back  thereof  to  the  said  Trustee.  The  holder  or  holders  of 
each  ten  shares  of  stock  in  said  Postal  Telegraph-Cable  Company  (the  entire 
capital  stock  of  that  Company  being  $15,000,000)  shall  upon  the  surrender 
of  the  same  be  entitled  to  receive  one  of  said  coupon  bonds,  with  all  coupons 
attached.    Any  holder  or  holders  of  shares  of  stock  in  said  Postal  Telegraph- 

.  ..Cable  Company  may  demand,  instead  of  said  coupon  bonds,  registered  bonds, 
of  the  denominations  of  $100,  $500,  $1,000,  $5,000  and  $10,000,  in  exchange 
for  said  shares  of  >tock  so  delivered  and  transferred  by  him  or  them  to  said 

.Trustee,  dollar  for  dollar  par  value,  said  bonds  so  issued  to  carry  interest 
from  January  1,  1807.  Any  holder  or  holders  of  said  coupon  bonds  may  also 
at  any  time  hereafter  return  and  deliver  said  coupon  bond  or  bonds,  with  all 
undue  coupons  attached,  to  the  said  Trustee  and  demand  in  exchange  therefor 
registered  bonds  of  the  said  Cable  Company  without  coupons,  of  the  form  and 
nature  already  set  forth  in  this  mortgage  deed  of  trust,  dollar  for  dollar  par 
value,  and  said  Cable  Company  shall  thereuppn  issue,  and  said  Trustee  shall 
certify  such  registered  bond  or  bonds.  The  coupon  bonds  so  received  by  said 
.Trustee  shall  thereupon  immediately,  together  with  all  the  undue  coupons 
thereof,  be  cancelled  and  returned  by  the  said  Trustee  to  the  said  Cable 
<|7ompany.  Said  stock  so  delivered  and  transferred  to  the  said  Trustee  sha)!. 
Jt)e  transferred  on  the  books  of  said  Postal  Telegraph-Cable  Company  to  the 
said  Trustee,  to  be  held  by  the  said  Trustee  as  a  part  of  the  property  covered 
by  this  mortgage,  the  equity  thereof  to  be  thereby  vested  in  the  said  .Cable 
pompany. 

.;  ^.  The  sa,id  Trustee  shall  also  from  time  to  time,  without  further  corporate 
action,  on  the  request  of  said  Cable  Company,  certify  bonds  of  this  issue, 
,with  or  without  coupons  as  said  Cable  Company  may  prefer,  and  exchange- 
able  as  above  provided,  to  the  amount  in  the  aggregate  of  five  million  do(l- 
.lars  ($5,000,000)  principal  par  value,  and  deliver  the  same  to  the  said  Cable 
Company  or  to  the  order  of  its  board  of  directors.  This  five  million  dollars 
..($5,000,000)  of  bonds  or  any  part  thereof,  may  be  used  by<  the. said  Cable 
Company,  its  successors  or  assigns,  for  any  lawful  purpose  of  said  Cable 
Company,  its  successors  or  assigns,  includiYig  the  payment  of  any  existing 
liabilities  of  the  said  Cable  Company  or  of  the  said  Postal  Telegraph  Cable 
Company.  , 

It  is  hereby  covenanted  and  agreed  that  said  Cable  Company  shall  at  all 
times  maintain  a  public  office  in  New  York  for  the  registration  of  the 
.registered  bonds  hereby  secured,  and  shall  at  all  times  appoint  and  keep 
appointed  in  said  office  a  transfer  agent,  duly  supplied  with  proper 
^[)poks  for  such  registration,  who  shall  at  all  proper  times  make  registratiqn 
qi  the  ownership  of  any  such  bonds,  on  demand  of  the  owner  or  holder 
thereof  so  presenting  the  same  and  being  entitled  to  such  registration,  and 

,  that  the  holders  of  any  registered  bonds  shall  be  permitted  to  transfer  the 
same  on  the  books  of  said  Cable  Company  at  such  times  and  in  such  form  as 

.said  company  may  from  time  to  time  prescribe. 

Second.     At  any  time  hereafter  any  holder  of  one  or  more  of  said  twenty 
million  dollars    ($20,000,000)    of  bonds    (including  the  said   Cable  Company 
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as  tlie  holder  of  said  five  million  dollars  of  bonds  or  any  part  thereof),  may 
return  and  deliver   said  bond  or  bonds    (coupon  or  registered)    to  the  said 
Trustee  and  demand  in  exchange  therefor  the  certificate  of  said  Trustee  (such 
certificate  to  be  in  such  form  as  said  Trustee  may  determine),  to  the  effect 
that   the   party   named    in   such   certificate   is   entitled    to   demand   debenture 
stock  of  the  said  Cable  Company,  at  its  office  in  the  City  of  London,  of  the 
form   and   nature   already   set   forth   in    this   mortgage   deed    of   trust.     The 
exchange  of  said  bond  or  bonds  for  said  certificate  calling  for  debenture  stock 
shall  be  at  the  rate  of  £206  for  every  $1,000  of  bonds,  all  undue  coupons 
being   returned   with    said   bonds,   and   such    bonds   so   received   by   the   said 
Trustee  shall  on  the  issuing  of  such  certificate  at  once  become  null  and  void 
and  no  longer  entitled  to  share  in  the  lien  of  this  mortgage,  and  they  shall 
thereupon    immediately,    together    with    all    said    coupons,    be    cancelled    and 
returned  by  the  said  Trustee  to  the  said  Cable  Company,  and  said  debenture 
stock  shall  not  thereafter  be  convertible  into  bonds.     Upon  the  issue  of  such 
certificate   entitling  the   person   named   therein   to  said   debenture  'stock,   the 
said  Trustee  shall  thereby  be  entirely  free  from  any  liability  whatsoever  in 
regard  to  the  issue  of  the  said  debenture  stock  so  called  for  by  said  certificate, 
and  shall  be  entirely  free  from   any   liability  whatsoever  in  regard   to  any 
subsequent  cancellations,  transfers  or   issues  of  such   debenture  stock   or  of 
any  debenture  stock  whatsoever,  except  that  this  mortgage  shall  continue  to 
secure  the  payment  of  the  principal  and  interest  of  the  debenture  stock  as 
provided  herein.     Upon  the  presentation  of  the  above  mentioned  certificate  or 
certificates  of  said  Trustee,  calling  for  such  debenture  stock,  at  the  office  of 
said  Cable  Company  in  the  City  of  London,  said  Cable  Company  at  its  office 
in  the  City  of  London  shall  receive  such  certificate  or  certificates  and  issue  in 
lieu  thereof  debenture  stock  of  the  form  and  nature  already  set  forth  in  this 
mortgage  deed  of  trust  and   to  the  amount  or  amounts  called  for  by  such 
certificate  or  certificates  of  said  Trustee,  and  only  on  the  presentation  of  such 
certificates  as  aforesaid,  and  under  no  other  circumstances  shall  such  deben- 
ture stock  be  issued.     Said  debenture  stock  so  issued  by  said  Cable  Company 
and  all  subsequent  roii>sues  of  said  debenture  stock  by  said  Cable  Company 
upon   transfers   thereof  shall   be  countersigned  by  a  registrar  in  the  city  of 
London,  such  Registrar  to  be  named  from  time  to  time  by  said  Cable  Com- 
pany, and  said  Trustee  shall  in  no  wise  be  responsible  for  any  of  the  acts  of 
said  Cable  Company  or  of  said  Registrar  in  the  city  of  Ix)ndon,  in  the  issue, 
transfer,  cancellation,  reissue  or  registration  of  said  del)enture  stock  at  any 
time  whatsoever.     The  aggregate  amount  of  said  debenture  stock  constitutes 
and   is  hereby   declared   to  be   a  funded   debt  of   said   Cable  Company,   duly 
acknowldged  to  each  debenture  stockholder  to  the  extent  of  his  holding,  and 
said  debt  said  Cable  Company  hereby  covenants  to  pay  on  January  1,  2397,  and 
in  the  meantime  to  pay  interest  in  English  sterling  in  the  City  of  London 
quarterly  at  the  fixed  dates  by  cheque  or  warrant.     All  payments  upon  this 
debenture  stock,  of  both  principal  and  interest,  are  to  be  made  without  deduc- 
tion for  any  tax  or  taxes  which  said  Cable  Company-  may  be  required  to  pay 
or  to  retain  therefrom,  by  any  present  or  future  laws  of  the  United  States  of 
America,   or   any   of   the   States    thereof,    said    Cable    Company    hereby   cove- 
nanting and  agreeing  to  pay  any  and  all  ?uch  tax  or  taxes.     Said  Cable  Com- 
pany hereby  covenants   to  keep  at  its  own  offices  or   the  oflice  of  its  agent 
appointed  for  the  purpose  a  register  of  the  names,  addresses  and  amounts  of 
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the  holdings  of  the  proprietors,  such  register  to  be  open  to  the  inspection  of 
any  debenture  stockholder.  Said  debenture  stock  shall  be  transferable  by 
instrument  in  English  common  form,  to.  be  lodged  with  the  certificate  of 
such  debenture  stock  for  registration,  all  in  accordance  with  the  by-laws  of 
the  said  Cable  Company,  as  enacted  from  time  to  time.  The  by-laws  of  said 
Cable  Company  as  at  present  existing  shall  regulate  the  transfer  and  trans- 
mission of  said  debenture  stock  unless  and  until  the  same  shall  be  varied  by 
future  by-laws,  which  shall  only  take  effect  if  and  when  they  shall  have  been 
submitted  to  the  said  Trustee  and  approved  or  not  objected  to  within  a 
period  of  fourteen  days.  Authenticated  copies  of  all  such  by-laws  shall  be 
deposited  with  the  said  Trustee  and  Transfer  Agent,  and  shall  be  open  to 
the  inspection  of  all  debenture  stockholders. 

Thibd. —  Twenty-five  years  from  the  date  hereof,  when  the  coupons  at 
present  attached  to  the  said  coupon  bonds  have  become  exhausted,  the  said 
Cable  Company,  its  successors  and  assigns,  sjiall  either  prepare  and  upon 
application  attach  to  said  bonds  similar  coupons  for  the  following  twenty-five 
years,  and  so  on,  similarly,  shall  do  the  same  at  the  expiration  of  each 
twenty-five  years  thereafter,  or  shall  issue  a  new  bond  similar  in  all  respects 
to  the  present  bond,  except  as  to  the  due  date  of  the  coupons,  and  similarly 
shall  do  the  same  at  the  expiration  of  each  twenty-five  years  thereafter,  until 
said  bunds  become  due. 

FouBTH.—  Tt  is  the  intent  of  this  mortgage  deed  of  trust  to  give  to  the 
said  Cable  Company  the  power  to  change  the  various  corporations,  the  stock 
'of  which  in  part  or  whole  is  placed,  or  may  hereafter  be  placed,  under  this 
mortgage  deed  of  trust,  provided,  always,  that  this  mortgage  deed  of  trust 
continues  to  cover  substantially  the  property  represented  by  such  stock. 
The .  said  Cable  Company  is  to  be  at  liberty  at  all  times  to  increase  or 
(tecrea<'e  the  capital  stock  of. any  or  all  of  said  corporations,  and  is  to  be  at 
liberty  to  consolidate  any  or  all  of  said  corporations,  and  is  to  be  at  liberty 
to  cause  the  property  owned  b}'  any  or  all  of  said  corporations  to  be  sold, 
leased  or  otherwise  disposed  of  by  any  or  all  of  said  corporations,  and  is  to 
be  at  liberty  to  change  in  any  manner  whatsoever  the  method  or  character 
of  the  ownership  of  the  properties  owned  by  any  or  all  of  said  corporations 
now  existing,  or  hereafter  to  be  formed,  provided  always  that  this  mortgage 
deed  of  trust  continues  to  be  directly  or  substantially  a  lien  upon  the  same 
property  as  before  such  change  was  made.  The  said  Trustee,  upon  receiving 
a  certified  copy  of  the  resolutions  of  the  board  of  directors  of  the  said  Cable 
Companj',  requesting  the  said  Trustee  to  vote  any  of  the  shares  of  stock 
mentioned  al)Ove  for  any  of  said  changes,  or  in  order  to  carry  out  any  of 
the  provisions  of  this  paragraph,  shall  so  vote,  provided  said  resolutions  state 
how  the  property  affected  by  such  vote  will  continue  directly  or  substantially 
to  remain  subject  to  this  mortgage  deed  of  trust,  and  provided  the  counsel 
for  said  Trustee  shall  advise  that  by  the  method  proposed  the  property 
affected  will  remain  directly  or  substantially  subject  to  this  mortgage  deed 
of  trust,  and  the  said  Trustee  shall  not  be  responsible  in  any  way  for  such 
change  or  changes  resulting  as  set  forth  in  said  resolutions. 

Fifth. —  The  said  Cable .  Company  shall  and  will  transfer  and  convey  to 
the  said  Trustee  for  the  further  security  of  the  bonds,  coupons  and  debenture 
stock  secured  hereby,  and  upon  the  same  terms,  conditions  and  trusts  as  are 
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expressed  in  this  mortgage  deed  of  trust,  any  and  all  shares  of  stock  and 
bonds  of  any  corporation  or  corporations  which  shall  hereafter  be  organized 
or  acquired  by  it  in  the  construction  or  ownership  of  any  lines  of  telegraph. 

Sixth. —  The  said  Cable  Company  will  pay  or  cause  to  be  paid,  from  time 
to  time  aU  taxes,  assessments  and  public  charges  levied  or  assessed  upon  the 
property  hereby  conveyed  or  intended  so  to  be,  or  any  part  thereof,  when  the 
same  shall  become  due,  and  will  also  pay  any  taxes  on  said  bonds  and  deben- 
tiire  stock  as  provided  in  said  bonds  and  debenture  stock,  and  will  also  pay 
or  cause  to  be  paid  all  taxes,  assessments  and  public  charges  levied  or  assessed 
upon  the  properties  of  the  various  other  corporations,  the  stock  of  which 
in  whole  or  in  part  is  made  or  hereafter  may  be  made  subject  to  this  mort- 
gage deed  of  trust  or  any  part  thereof,  when  the  same  shall  become  due,  and 
will  discharge  any  liens  which  may  be  created  upon  any  part  of  the  property 
hereby  conveyed,  or  intended  ^o  to  be,  the  lien  of  which  might  or  could  be 
held  to  be  prior  to  the  lien  of. these  presents. 

■  Seventh. —  If  the  said  Cable  Company,  its  successors  or  assigns,  shall  vreW 
and  truly  pay  or  cause  to  be  paid  the  indebtedness  represented  by  the  said 
bonds  and  the  interest  from  time  to  time  accruing  thereon,  and  said  deben- 
ture stock  and  the  interest  from  time  to  time  accruinjr  thereon,  according  to 
the  tenor  and  effect  of  said  bonds  and  debenture  stock,  and  shall  perform; 
discharge  and  fulfill  all  other  covenants  and  conditions  on  the  part  of  said 
Cable  Company  in  the  bonds  and  debenture  stock  and  in  this  mortgage  deed 
of  trust  contained  and  provided,  then  these  presents  and  the  estate  hereby 
granted  shall  cease,  determine  and  be  void,  otherwise  to  remain  in  full  force 
and  effect. 

Eighth. —  The  said  Cable  Company,  its  successors  and  assigns,  shall  and 
will,  at  any  time,  and  from  time  to  time  hereafter,  make,  do,  execute,  acknowl- 
edge and  deliver  all  such  further  and  other  acts,  deeds  and  assurances  in  law 
as  shall  reasonably  be  advised,  devised  or  required  to  effectuate  the  intention 
of  these  presents,  and  for  the  better  assuring  and  confirming  unto  the  Trustee 
in  the  trust  hereby  created  all  and  singular  the  property  and  estate,  real  and 
personal,  hereinbefore  described  and  hereby  intended  to  be  granted,  and  so 
as  to  render  the  same,  and  especially  such  portions  thereof  as  shall  be  here- 
after acquired  by  the  said  Cable  Company  or  its  siiocessors,  available  for 
the  security  and  satisfaction  of  the  said  bonds,  coupons  and  debenture  stock 
and  interest  thereon  according  to  the  intent  and  purposes  herein  expressed. 

Ninth. —  The  said  Trustee  shall  be  entitled  to  collect  and  receive  all  divi- 
dends which  may  hereafter  be  paid  upon  any  of  the  stocks  hereby  assigned 
or  conveyed,  or  which  may  be  or  become  subject  to  the  lion  hereof,  and  any 
and  all  moneys  and  income  or  other  things  of  value  which  shall  at  any  time 
be  receivable  therefor,  or  for  account  of,  or  from,  or  by  reason  of  the  holding 
of  the  said  stocks,  and  shall  apply  the  same  as  far  as  required  therefor  to  or 
toward  the  payment  of  the  interest  on  the  said  bonds  and  debenture  stock 
secured  hereby  as  the  same  accrues  and  becomes  payable;  but  all  overplus  of 
dividends,  moneys,  income  or  other  things  of  value  so  received  by  the  said 
Trustee  from  time  to  time  beyond  the  amount  of  nuitureil  or  the  then  cur- 
rent interest  appertaining  to  the  bonds  and  delenture  stock  secured  hereby, 
shall  be  forthwith  paid  to  the  said  Calilp  Company:  and  it  is  further  under- 
stood and  agreed  that  it  shall  be  permissible  for  the  subsidiary  companies  not 
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to  declare  any  dividends  whatsoever,  their  receipts  going  directly  into  the 
treasury  of  said  Cable  Company,  and  further  that  nothing  herein  contained 
•hall  be  construed  as  imposing  any  duty  to  collect  any  dividends  on  such 
stocks  upon  the  Trustee,  unless  requested  so  to  do  by  the  holders  of  at  least 
$1,000,000  of  bonds,  with  indemnity  satisfactory  to  the  Trustee. 

Tenth. —  Until  a  default  shall  have  been  made  by  the  Cable  Company  in 
the  payment  of  the  principal  or  interest  of  said  bonds  and  debenture  stock 
or  any  of  them,  or  until  default  shall  have  been  made  in  respect  to  some- 
thing herein  agreed  or  required  to  be  done  by  said  Cable  Company,  the  said 
Cable  Company  shall  have  the  right  to  possess,  use,  enjoy,  occupy  and  manage 
the  said  premises'  and  appurtenances,  and  to  take,  receive  and  use  all  the  rents, 
issues,  income  and  profits  thereof  and  apply  the  same  to  the  payment  of  the 
current  expenses  of  the  Cable  Company  or  for  any  other  purpose  within  the 
powers  of  the  Cable  Company  in  any  manner  not  inconsistent  with  this 
Indenture. 

Eleventh. —  So  long  as  there  shall  not  be  default  in  respect  of  anything 
herein  required  to  be  done,  or  in  the  bonds  or  debenture  stock  hereby  secured, 
the  voting  power  belonging  to  all  and  every  of  the  said  shares  of  stock  hereby 
conveyed,  or  which  may  be  acquired  in  accordance  with  the  provisions  of 
this  Indenture,  shall  be  exercised  by  the  said  Cable  Company,  its  successors 
or  assigns,  by  means  of  proper  proxies,  which  shall  be  given  to  it  or  them, 
or  to  its  or  their  appointees,  by  the  said  Trustee  whenever  demanded;  but 
upon  such  default  in  respect  of  anything  herein,  or  in  said  bonds  or  debenture 
stock,  required  to  be  done,  the  voting  power  upon  all  such  stocks  hereby  con- 
veyed shall  belong  to  and  be  exercised  by  said  Trustee  in  the  manner  herein 
provided.  Such  voting  power  shall  at  no  time  be  given,  used  or  exercised  by 
either  of  the  parties  hereto,  or  by  the  said  appointees,  to  permit  or  authorize 
any  mortgage  or  other  lien,  or  the  contracting  of  any  indebtdness  which 
niight  constitute  a  lien,  prior  to  or  ranking  pari  passu  with  the  present  mort- 
gage, to  be  created  upon  any  of  the  property  covered  hereby  or  which  may 
hereafter  be  subject  to  the  lien  hereof.  Qualification  shares  for  directors  in 
any-  of  said  companies  shall  always  be  placed  by  said  Trust  Company  at  the 
disposal  of  said  Cable  Company. 

Twelfth. —  The  said  Trustee  may,  upon  the  application  of  the  said  Cable 
Company,  relea.se  from  the  lien  hereof  all  or  any  part  of  the  shares  of  stock 
of  any  company  which  are  or  may  be  subject  to  the  lien  of  this  mortgage,  if 
in  the  exercise  of  its  discretion  and  judgment  it  shall  consider  that  it  will 
be  for  the  benefit  and  advantage  of  the  holders  of  the  bonds  or  debenture 
stock  secured  hereby  to  permit  the  said  Cable  Company  to  sell  or  dispose  of 
the  same;  but  no  such  release  shall  be  given  unless  an  amount  equivalent  to 
the  actual  value  of  the  stock  so  released  shall  he  paid  to  the  said  Trustee; 
and  in  no  case  shall  any  such  release  be  given,  if  by  reason  thereof  the  amount 
of  stock  continuing  to  be  held  subject  to  this  mortgage  would  be  less  than  a 
majority  of  the  whole  of  the  outstanding  stock  of  the  company,  unless  the 
holders  of  two-thirds  in  amount  of  the  outstanding  bonds  and  debenture 
stocks  secured  hereby  shall  in  writing  consent  otherwise.  The  moneys  paid 
to  the  said  Trustee  for  such  release  or  releases  shall  be  invested  by  the  said 
Trustee  in  the  purchase  of  bonds  or  debenture  stock  of  the  issue  hereby 
secured,  at  not  exceeding  ten  j)er  centum  premium  on   their  par  value  and 
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accrued  interest;  and  if  they  cannot  be  procured  at  such  price,  then  said 
moneys  shall  be  invested  by  the  said  Trustee  in  such  securities  as  it  shall 
deem  suitable,  and  the  same  shall  be  held  in  all  respects  subject  to  the  lien  of 
this  mortgage.  The  said  trustee  shall  have  full  power  to  change  such  invest- 
ments  from  time  to  time  in  its  discretion. 

The  actual  value  of  any  shares  of  stock  sought  to  be  released  under  the 
provisions  of  this  article  shall  be  ascertained  and  determined  by  the  said 
Trustee,  and  the  affidavit  or  affidavits  of  any  two  directors  of  the  Cable 
Company  shall  be  conclusive  evidence  of  such  actual  value,  for  the  protection 
of  the  Trustee. 

Thibteenth. —  The  shareholders  of  said  Cable  Company  shall,  at  their 
annual  meeting  in  each  and  ever}-  year  hereafter,  elect  chartered  or  publio 
accountants  or  auditors  to  make  an  examination  of  the  books  and  accounti 
of  said  Cable  Company  and  to  give  a  certificate  in  duplicate  as  to  the  cor* 
rectness  of  said  books  and  accounts,  and  said  certificate  shall  be  shown  to 
any  bondholder  or  debenture  stockholder  applying  at  the  company's  office  in 
the  city  of  New  York  or  the  City  of  London  to  see  the  same. 

FouBTEENTH. —  If  default  shall  be  made  by  the  said  Cable  Company  in 
any  of  the  matters  required  of  it  by  the  terms  and  provisions  of  this  mort- 
gage deed  of  trust,  then,  during  the  continuance  of  such  default,  the  said 
Trustee  may  rrfuse  to  execute  any  releases  or  discharges  of  the  lien  hereof 
upon  the  mortgaged  property  or  any  part  thereof,  and  may  take  any  other 
such  steps  or  proceedings  as  shall  be  necessary  to  protect  fully  the  rights  of 
the  bondholders  and  debenture  stockholders. 

Fifteenth. —  If  default  shall  be  made  in  the  payment  of  the  principal  and 
interest  moneys  mentioned  in  the  said  bonds  or  debenture  stock,  or  any  or 
either  of  them,  or  any  part  thereof,  according  to  the  tenor  and  effect  of  the 
Haid  bonds  and  debenture  stock,  or  either  of  them,  and  such  default  shall 
continue  for  the  period  of  six  months,  or  if  default  shall  be  made  in  the 
performance  of  any  of  the  covenants  on  the  part  of  the  said  Cable  Company 
in  this  mortgage  deed  of  trust  contained,  and  shall  have  continued  for  the 
period  of  six  months  after  notice  thereof  in  writing  shall  have  been  given 
to  the  said  Cable  Company,  then,  and  in  that  case,  the  said  Trustee  or  its 
successors  in  trust,  may,  and  upon  being  requested  in  writing  by  the  holders 
of  one-eighth  in  amount  of  the  said  bonds  and  debenture  stock  then  out- 
standing, and  upon  being  properly  indemnified  against  costs  and  expenses 
which  may  be  incurred  by  acting  in  pursuance  of  such  request,  shall  enter  into 
and  upon  and  take  and  hold  possession  of  all  and  singular  the  premises,  estates, 
franchises,  rights,  privileges  and  property  hereby  granted,  conveyed  and  trans* 
f erred,  or  intended  so  to  be,  not  at  the  time  in  its  possession,  and  in  person, 
or  by  one  or  more  agents,  manage  the  same,  making  from  time  to  time  all 
such  repairs  and  replacements  as  it  or  they  may  deem  judicious,  and  all  of 
such  useful  alterations,  additions  and  improvements  as  the  income  coming 
into  its  or  their  hands  shall  be  adequate  to  pay  for,  and  take,  collect  and 
receive  all  earnings,  issues,  rents,  profits  and  income  thereof,  as  well  as  of  all 
shares  of  stock  held  by  it  under  the  trusts  created  hereby,  and  apply  the 
same  to  the  proper  expenses  of  holding,  operating  and  managing  the  same,  to 
the  payment  of  and  for  any  and  all  taxes*,  assessments,  charges,  rentals,  or 
such  liens  superior  to  the  lien  of  these  presents,  upon  the  said  premises,  as  it 
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or  they  may  deem  proper,  and  all  necessary  and  proper  repairs,  replacements, 
alterations,  additions  and  improvements  upon  the  mortgaged  property  (other 
than  shares  of  stock  and  bonds),  and  all  expenses,  costs,  charges  and  counsel 
fees  in  the  premises  of  the  said  Trustee  or  its  successors  in  trust,  and  a 
reasonable  compensation  for  its  or  their  services,  and,  next  to  the  payment 
of  the  interest  and  principal  of  the  said  bonds  and  debenture  stock,  ratably 
and  pari  passu  and  without  any  priority,  according  to  the  tenor  and  effect 
thereof,  as  the  same  may  be  or  become  due  and  payable;  and  in  case  the 
principal  moneys  secured  by  such  bonds  and  debenture  stock  shall  not  have 
become  due,  the  moneys  applicable  to  the  payment  of  interest  shall  be 
applied  upon  the  interest  remaining  in  default,  in  the  order  of  its  maturity; 
in  case  the  said  principal  moneys  shall  have  become  due,  the  moneys  applicable 
to  the  payment  of  the  principal  and  interest  of  such  bonds  and  debenture 
Stock  shall  be  applied  to  the  payment  of  such  principal  and  interest  pro  rata 
without  any 'preference  or  priority  whatsoever. 

Sixteenth. —  If  default  shall  be  made  in  the  payment  of  any  installment 
of  interest  mentioned  in  the  said  bonds  or  debenture  stock  or  any  of  them, 
according  to  the  tenor  or  effect  of  said  bonds  or  debenture  stock  or  any  of 
them,  and  if  such  default  shall  continue  for  the  period  of  six  months,  then 
the  said  Trustee  or  its  successor  or  successors  in  the  trust  may,  at  its  or  their 
option,  and  upon  being  requested  in  writing  by  the  holders  of  one-eighth  in 
amount  of  the  said  bonds  and  debenture  stock  then  outstanding  shall  declare 
the  principal  of  all  of  the  said  bonds  and  debenture  stock  to  be  immediately 
due  and  payable,  and  thereupon  the  principal  of  all  said  bonds  and  debenture 
stock  shall  become  due  and  payable  forthwith,  anything  in  said  bonds  and 
debenture  stock  contained  to  the  contrary  notwithstanding.  Such  declaration 
may  be  made  by  notice  in  writing  to  the  said  Cable  Company  or  by  publi- 
cation thereof  once  in  some  daily  newspaper  published  in  the  City  of  New 
York  and  some  daily  newspaper  published  in  the  City  of  London. 

Seventeenth. —  If  the  default  be  the  omission  to  comply  with  any  of  the 
provisions  of  these  presents,  other  than  the  payment  of  the  interest  or 
principal  of  said  bonds  or  debenture  stock,  then,  and  in  any  such  case,  the 
requisition  shall  be  the  same  as  aforesaid;  but  it  shall  be  within  the  dis- 
cretion of  the  said  Trustee  to  either  enforce  or  waive  the  rights  of  the  bond- 
holders and  debenture  stockholders  by  reason  of  such  default;  subject,  how- 
ever, to  the  power  (hereby  conferred)  of  the.  holders  of  said  bonds  and 
debenture  stock,  acting  by  a  majority  in  interest,  to  instruct  the  said 
Trustee  by  requisition  in  writing  (which  shall  be  imperative  upon  such 
Trustee)  either  to  waive  such  default  or  to  enforce  the  rights  of  such 
bondholders  and  debenture  stockholders  by  reason  thereof;  provided  that  no 
action  of  the  said  Trustee,  or  of  the  said  bondholders,  or  debenture  stock- 
holders, or  all  of  them,  in  waiving  such  default  or  otherwise  shall  extend 
to  or  be  taken  to  affect  any  subsequent  default,  or  to  impair  the  rights 
resulting  therefrom. 

Eighteenth. —  If  default  shall  be  made  in  the  payment  of  the  principal 
or  interest  moneys  mentioned  in  the  said  bonds  and  debenture  stock  or  any  or 
either  of  them,  or  any  part  thereof,  according  to  the  tenor  or  effect  of  said 
bonds  and  debenture  stock  or  either  of  them,  and  if  such  default  shall  con- 
tinue for  a  period  of  six  months,  then  and  in  that  case  the  said  Trustee  or 
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its  successors  in  the  said  trust  may,  and  upon  being  requested  in  writing  bj 
the  holders  of  one-eighth  in  amount  of  the  said  bonds  and  debenture  stock 
then  outstanding,  and  upon  being  properly  indemnified  against  costs  and 
expenses  which  may  be  incurred  by  acting  in  pursuance  of  such  request,  shall, 
after  entry  made  as  aforesaid,  or  without  entry,  cause  the  whole  of  said 
premises,  estates,  shares  of  stock,  Becurities,  franchises,  rights,  privileges  and 
property  hereby  assigned,  granted  and  conveyed,  or  intended  so  to  be,  with 
their  appurtenances,  and  all  benefit  and  equity  of  redemption  of  said  Cable 
Company,  and  its  successors  and  assigns,  therein  or  thereto,  to  be  sold  at 
public  auction  in  the  City  of  New  York,  in  the  State  of  New  York,  giving  at 
least  six  weeks'  previous  notice  of  the  time  and  place  of  such  sale,  by  pub- 
lishing the  same  at  least  once  in  each  week,  during  such,  period  of  six  weeks, 
in  two  newspapers  published  in  the  City  of  New  York,  and  two  news- 
papers published  in  the  City  of  London,  and  giving  such  other  notice  of  such 
sale  as  may  be  required  by  law,  if  any  other  notice  be  so  required. 

And  it  shall  be  lawful  for  the  said  Trustee  or  its  successors,  making  such 
sale,  and  it  and  they  are  hereby  authorized  and  empowered,  as  the  attorney 
or  attorneys  of  the  said  Cable  Company  and  its  successors,  by  these  presents 
duly  constituted  and  appointed  for  that  purpose,  to  make,  execute  and  deliver 
to  the  purchaser  or  purchasers  on  such  sale  all  such  deeds,  conveyances  and 
instruments  of  transfer  as  shall  be  necessary  or  proper  to  convey  and  assure 
to  and  vest  in  him  or  them  the  said  premises,  estates,  franchises,  rights,  privi- 
leges, bonds,  shares  of  stock  and  property,  and  every  part  and  parcel  thereof, 
and  all  of  the  estate,  right,  title  and  interest  of  the  said  Cable  Company  and 
its  successors  or  assigns,  therein  or  thereto,  freed  and  wholly  discharged 
from  all  right,  title,  interest  or  equity  of  redemption  of  the  said  Cable 
Company,  and  from  all  and  every  the  trust  and  lien  herein  expressed  and 
declared  and  hereby  created;  and  such  sale,  and  the  deeds,  conveyances  and 
instruments  of  transfer  so  to  be  thereupon  executed,  shall  be  valid  and 
effectual  forever,  and  shall  be  a  perpetual  bar,  both  in  law  and  equity,  against 
the  said  Cable  Company,  and  its  successors  and  assigns,  and  against  all 
persons  claiming,  or  to  claim  by,  from  or  under  it,  or  them  or  any  of  them. 

The  receipt  of  the  Trustee  or  Trustees  who  shall  make  the  sale  hereinbefore 
authorized  shall  be  a  sufficient  discharge  to  the  purchaser  or  purchasers  at 
such  sale  for  his  or  their  purchase  money,  and  such  purchaser  or  purchasers, 
his  or  their  heirs  or  assigns,  or  personal  representatives,  shall  not,  after 
paying  such  purchase  money  and  receiving  such  receipt  of  such  Trustee  or 
Trustees  therefor,  be  obliged  to  see  to  the  application  of  such  purchase  money 
upon  or  for  the  trusts  or  purposes  of  these  presents,  or  be  in  any  wise 
answerable  for  any  loss,  misapplication  or  non-application  of  such  purchase 
money  by  the  Trustee. 

Nineteenth. —  It  is  hereby  declared  and  agreed  that  the  said  Trustee,  or 
its  successors  in  said  trust  shall,  out  of  the  proceeds  of  such  sale,  or  of  any 
sale  which  shall,  under  judicial  proceeding  or  otherwise,  be  made  of  the  said 
mortgaged  property  in  enforcement  of  the  Fecurity  afforded  by  these  presents, 
in  the  first  place  pay  and  retain  the  costs  and  expenses  attending  such  sale, 
and  all  counsel  fees  and  other  expenses  incurred  by  it  or  them  in  reference 
to  the  same,  and  a  reasonable  compensation  for  its  or  their  own  services  in 
the  premises,  and  also  any  balance  which  may  be  due  to  it  or  them  on 
account  of  any  disbursements  or  expenses  paid  or  incurred  in  or  about  the 
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care  and  management  of  the  said  premises  subsequent  to  the  taking  pos- 
session thereof  by  it  or  them,  including  the  reasonable  compensation  of  any 
agent  or  agents  who  may  be  employed  in  or  about  such  care  and  management, 
and  shall  apply  the  residue  of  the  proceeds  of  such  sale,  or  so  much  thereof 
as  may  be  necessary,  to  the  payment  of  the  whole  amount  of  principal  and 
interest,  which  shall  then  be  owing  and  unpaid  upon  the  bonds  and  debenture 
stock  secured  hereby,  or  any  of  them,  whether  the  said  principal,  by  the 
tenor  of  the  said  bonds  and  debenture  stock  be  then  due  or  yet  to  become 
due;  and,  in  case  of  a  deficiency  of  such  proceeds  to  pay  in  full  the  whole 
amount  of  principal  and  interest  owing  or  unpaid  upon  the  said  bonds  and 
debenture  stock,  they  shall  be  paid  ratably  in  proportion  to  the  amounts 
owing  and  unpaid  upon  them  respectively,  and  without  discrimination  aa 
between  principal  and  interest,  and  without  preference  of  the  holder  of  any 
one  bond  or  interest  coupons  or  debenture  stock  or  interest  thereon  over  any 
of  the  others,  and  any  surplus  which  may  remain  after  the  full  payment 
of  the  principal  and  interest  of  all  of  the  said  bonds  and  debenture  stock  shall 
be  paid  over  to  the  said  Cable  Company  or  its  successors  or  assigns,  upon 
lawful  demand  being  made  therefor. 

Twentieth. —  Upon  the  happening  of  such  event  or  events  as  is  or  are 
hereinbefore  declared,  agreed  or  provided,  to  authorize  the  Trustee  or  its 
successors  to  sell  the  said  premises,  estate,  franchises,  rights,  privileges  and 
property,  or  to  take  the  requisite  proceedings  to  that  end,  and  not  otherwise, 
the  said  Trustee,  or  its  successors,  shall  be  entitled,  in  its  or  their  discretion, 
instead  of  taking  proceedings  for  and  making  sale  of  the  mortgaged  property 
under  and  in  virtue  of  the  power  of  sale  hereinbefore  contained,  or  in  addition 
to  such  proceedings,  to  proceed  by  bill  in  equity  or  other  appropriate  pro- 
ceedings, in  any  Court  or  Courts  of  competent  jurisdiction,  to  foreclose  this 
mortgage,  or  enforce  the  rights,  liens  and  securities  of  the  Trustee  and  the 
bondholders  and  debenture  stockholders  thereunder,  and  thereupon  said 
Trustee  shall  be  entitled  to  have  said  mortgaged  property  hereby  granted 
or  conveyed,  or  intended  so  to  be,  sold  by  judicial  sale  under  the  order  or 
decree  of  such  Court  or  Courts,  for  or  towards  the  satisfaction  of  the  prin- 
cipal and  interest  due  or  owing  upon  the  then  outstanding  bonds  and  deben- 
ture stock  issued  under  or  entitled  to  the  benefit  of  the  security  of  this  mort- 
gage, and  for  the  enforcement  of  the  rights,  liens  and  securities  of  the  Trustee 
and  the  bondholders  and  debenture  stockholders;  and,  in  case  of  such  judicial 
sale,  the  net  proceeds  thereof  shall  be  applicable  and  distributable  .in  like 
manner  as  hereinbefore '  provided  in  respect  of  the  net  proceeds  of  sale 
of  such  mortgaged  properties,  rights  and  franchises,  under  and  in  virtue  of 
the  power  of  sale  hereinbefore  contained;  and  all  the  stipulations  and 
provisions  in  this  Indenture  contained  with  reference  to  or  consequent  upon 
a  sale  of  such  mortgaged  premises  and  properties,  rights,  immunities  and 
franchises,  when  or  if  sold  under  said  power  of  sale,  shall  be  applicable  and 
applied,  as  far  and  nearly  as  may  be,  in  case  of  such  judicial  sale  being  made 
under  tlie  order  or  decree  of  the  court. 

Twenty-first. —  In  case  of  such  sale  as  is  hereinbefore  authorized  being 
made  by  the  Trustee,  or  its  successors  in  said  trust,  or  in  case  of  any  judicial 
sale  being  made  of  the  said  properties,  rights  and  franchises  hereby  mortgaged, 
or  any  part  thereof,  in  enforcement  of  the  mortgage  lien  hereby  created,  the 
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purchaser  or  purchasers  at  such  sale  shall  be  entitled,  in  making  settlement 
for  and  payment  of  the  purchase  money  bidden  at  such  sale,  to  turn  in  or 
use  towards  the  payment  of  such  purchase  money  the  bonds  and  interest 
coupons  and  debenture  stock  and  interest  thereon  held  by  such  purchaser  or 
purchasers  to  or  towards  the  payment  whereof  the  net  proceeds  of  such  sale 
shall  be  legally  applicable,  reckoning  such  bonds  and  interest  and  debenture 
stock  and  interest,  or  the  amount  so  turned  in  or  used  of  the  same  for  such 
purpose,  at  such  sum  as  would  be  payable  out  of  the  net  proceeds  of  such 
sale  to  such  purchaser  or  purchasers,  as  holder  or  holders  of  such  bonds  and 
debenture  stock  for  his  or  their  just  share  or  proportion  of  such  net  pro- 
ceeds of  sale,  upon  due  apportionment  of  and  concerning  such  net  proceeds. 
If  the  net  proceeds  of  such  sale  be  sufficient  to  extinguish  such  bonds  and 
debenture  stock  so  turned  in  or  used,  they  shall  be  cancelled  by  the  person 
or  persons  making  the  sale;  and  if  such  net  proceeds  shall  suffice  to  make  a 
pajtial  payment  only  of  such  bonds  and  debenture  stock,  due  endorsement 
shall  be  made  upon  the  same  of  the  amount  realized  on  account  thereof,  and 
^aid  bonds  and  debenture  stock  so  endorsed  shall  be  returned  to  the  holders. 

Twenty-second. —  Xo  bondholder  or  debenture  stockholder  shall  take,  begin, 
institute  or  prosecute  any  proceedings  to  enforce  the  provisions  hereof,  or  to 
foreclose  this  mortgage  until  after  he  or  they  shall  have  requested  the 
Trustee  in  writing  to  take,  begin  or  institute,  such  proceeding  or  proceedings 
as  hereinbefore  provided,  and  such  Trustee  shall  have  thereupon  refused  to 
take  such  proceeding  or  proceedings.  The  Trustee  shall  have  the  right  to 
require  the  person  or  persons  presenting  any  request  mentioned  or  provided 
for  in  tliis  mortgage  to  furnish  proof,  by  affidavit  or  affidavits  of  the  signers, 
as  to  the  ownership  of  the  bonds  or  debenture  stock  represented  by  him  or 
them,  and  of  his  or  their  authority  to  subscribe  such  request,  in  case  the 
same  shall  be  subscribed  by  any  other  person  than  the  owner;  and  if  such 
proof  be  so  required,  the  said  request  shall  be  without  effect  until  such  proof 
shall  have  been  furnished  to  the  Trustee. 

TwKXTY-TiiiRD. —  It  is  hereby  covenanted,  agreed  and  declared,  and  the 
said  Trustee  hereby  accepts  the  trust  conferred  upon  it  by  these  presents, 
upon  the  understanding  that  it,  the  Trustee  and  its  successors  in  the  trust, 
shall  not  be  liable  or  accountable  for  the  acts,  default  or  negligence  of  any 
agent  or  attorney  who  may  be  appointed  by  it  or  them  under  or  by  virtue 
of  or  for  tlie  purpose  of  those  presents  to  do  any  of  the  matters  or  things 
herein  provided  for,  if  such  agent  or  agents  or  attorneys  be  selected  with 
reasonable  care,  or  for  anything  whatsoever  in  connection  with  this  trust, 
except  willful  misconduct  or  gross  negligence,  and  that  the  said  Trustee 
and  its  successors  in  the  trust  shall  not  be  personally  liable  for  any  debts 
contracted  by  it,  for  damages  to  persons  or  property  or  for  salaries  or  non- 
fulfillmont  of  contracts  during  any  period  wOiile  it  or  they  shall  manage  the 
trust  ])ro])erty  or  premises  ujmn  entry  as  aforesaid,  but  all  such  debts  and 
liabilities  shall  be  and  constitute  a  first  and  paramount  charge  upon  the  trust 
funds  and  property.  Said  Trustee  shall  not  be  liable  to  pay  any  calls  or 
assessments  which  may  become  due  upon  any  of  the  stocks  or  securities 
hereby  conveyed,  or  which  may  become  subject  to  the  lien  hereof,  said  Cable 
Company  assuming  all  liability  therefor;  nor  to  see  to  the  recording  of  this 
mortgage  deed  of  trust,  the  Cable  Company  agreeing  to  procure  the  recording 
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thereof  whenever  and  wherever  it  may  consider  it  to  be  necessary  or  proper 
to  record  the  same.  For  the  purpose  of  facilitating  the  recording  of  this 
mortgage  deed  of  trust,  ten  originals  thereof  shall  be  executed  by  said  Cable 
Company  and  said  Trustee,  and  shall  be  recorded  in  at  least  ten  of  the 
principal  cities  into  which  the  lines  of  telegraph  covered  directly  by  this 
mortgage  deed  of  trust  extend,  but  it  is  hereby  understood  and  agreed  that 
said  Cable  Company  shall  not  be  under  absolute  obligation  to  record  this 
mortgage  deed  of  trust  elsewhere,  inasmuch  as  it  is  the  intent  that  future 
subsidiary  companies  shall  be  formed  hereafter  for  the  purpose  of  owning  the 
equity  of  redemption  of  the  property  covered  directly  by  this  mortgage 
deed  of  trust,  and  that  the  shares  of  stock  of  such  future  subsidiary  com* 
panics  shall  be  held  by  said  Trustee  under  this  mortgage  deed  of  trust. 
Within  one  year  from  the  date  of  this  instrument  said  Cable  Company  shall 
record  said  mortgage  deed  of  trust  in  all  places  where  any  part  of  said  tele- 
graph lines,  the  equity  of  redemption  of  which  has  not  during  that  time  been 
conveyed  to  subsidiary  companies  whose  stock  shall  be  entirely  held  by  said 
Trustee,  exists. 

TwENTT-FOUBTH. —  The  Trustee  under  this  mortgage,  and  its  successors  in 
the  trust,  shall  receive  a  reasonable  compensation  for  its  services  in  the 
execution  of  its  trusts  hereunder,  and  all  its  reasonable  expenses  and  dis- 
bursements shall  be  paid  by  the  said  Cable  Company,  and  such  compensation, 
expenses  and  disbursements  shall  be  a  lien  on  the  mortgaged  property  superior 
to  that  of  the  mortgage  debt,  and  said  Trustee  may  at  any  time  resign  the 
trust  created  hereby  by  giving  notice  of  resignation  in  writing  to  the  said 
Cable  Company  or  its  successors.  The  said  Trustee  may  be  removed  from 
office  by  the  holders  of  not  less  than  two-thirds  in  interest  of  the  bonds  and 
debenture  stock  outstanding  hereunder,  by  a  declaration  in  writing  signed  by 
such  bondholders  and  debenture  stockholders  respectively,  or  their  attorneys 
in  fact,  and  proved  and  acknowledged  as  are  deeds,  which  declaration  shall 
show  the  amount  and  serial  numbers  of  the  bonds  and  debenture  stock  whose 
holders  execute  the  same.  Any  vacancy  in  the  office  of  Trustee  hereunder, 
whether  created  by  resignation  or  otherwise,  may  be  permanently  filled  by 
the  appointment  of  a  new  Trustee  or  new  Trustees,  by  an  instrument  or  con- 
current instruments  in  writing  executed  under  the  hands  and  seals  of  the 
holders  of  a  majority  in  interest  of  the  bonds  and  debenture  stock  secured 
hereby  then  outstanding,  or  their  attorneys  in  fact  thereunto  duly  authorized, 
but  the  board  of  directors  of  the  said  Cable  Company  or  its  successors,  may 
make  a  temporary  appointment  to  fill  such  vacancy  until  a  permanent 
appointment  shall  be  made  in  the  manner  above  stated. 

Any  new  Trustee  or  new  Trustees  appointed  as  aforesaid,  whether  by  a 
permanent  or  temporary  appointment,  shall  immediately,  upon  its,  his  or 
their  appointment,  and  without  any  further  act,  deed  or  conveyance,  become 
and  be  vested  with  all  of  the  estates,  trusts,  rights,  powers  and  duties  of  the 
Trustee  or  Trustees  in  whose  place  it,  he  or  they  shall  have  been  appointed; 
but,  nevertheless,  the  respective  parties  hereto,  and  their  respective  successors 
and  assigns,  shall  and  will,  upon  request,  make,  execute  and  deliver  all  such 
releases,  conveyances  and  assurances  as  shall  be  appropriate  to  vest  in  and 
confirm  and  assure  to  such  new  Trustee  or  new  Trustees  such  estate,  trusts, 
rights,  powers  and  duties,  according  to  the  intent  above  expressed. 
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Twenty-fifth. —  It  is  mutually  agreed  that  the  term  or  words,  "  the 
Trustee "  and  "  the  said  Trustee,"  as  used  in  this  indenture,  shall  be  held 
and  construed  to  mean  the  Trustee  or  Trustees  for  the  time  being,  whether 
original  or  new,  and  that  all  the  covenants,  stipulations,  promises  and  agree- 
ments herein  contained,  by  or  on  behalf  of  the  said  Cable  Company,  shall 
bind  and  be  binding  upon  its  successors  and  assigns,  whether  so  expressed  or 
not. 

And  the  said  Trustee  does  hereby  accept  the  trust  conferred  upon  it  by 
these  presents. 

In  Testimony  Whebeof,  the  said  The  Commercial  Cable  Company  has 
caused  these  presents  to  be  signed  by  its  president  and  treasurer,  and  its 
corporate  seal  to  be  hereto  attached,  and  the  said  The  Farmers*  Loan  and 
Trust  Company  has  caused  these  presents  to  be  signed  by  its  president  and 
secretary,  and  its  corporate  seal  to  be  hereto  attached,  the  day  and  year  first 
above  written. 

THE  COMMERCIAL  CABLE  COMPANY, 

By  Geobqe  G.  Wabd, 
[Seal.]  President. 

Chables  E.  Mebbitt, 

Treasurer, 
Attest : 

Albebt  Beck, 

Secretary. 


State  of  New  Yobk, 
City  and  County  of  New  York 


|w.; 


On  this  2d  day  of  January,  in  the  year  A.  D.  1897,  before  me  personally 
came  Albebt  Beck,  the  secretary  of  The  Commercial  Cable  Company,  with 
whom  I  am  personally  acquainted,  who  being  by  me  duly  sworn,  did  depose 
and  say:  That  he  resided  in  New  York  City,  New  York,  and  was  the  secre- 
tary of  The  Commercial  Cable  Company,  one  of  the  corporations  described  in 
and  which  executed  the  foregoing  instrument;  that  he  knew  the  corporate  seal 
of  said  The  Commercial  Cable  Company;  that  the  seal  affixed  to  the  fore- 
going instrument  was  such  corporate  seal  and  was  so  affixed  by  order  of  the 
board  of  directors  of  the  said  The  Commercial  Cable  Company,  and  that  he 
attested  to  the  same  by  subscribing  his  name  to  said  instrument  as  secretary 
of  said  Company  by  the  like  order.  And  the  said  Albert  Beck  further  said 
that  he  was  acquainted  with  George  G.  Ward  and  knew  him  to  be  the  presi- 
dent of  the  said  The  Commercial  Cable  Company;  that  the  signature  of  the 
said  George  G.  Ward  subscribed  to  the  said  instrument  was  in  the  genuine 
handwriting  of  said  George  G.  Ward,  and  was  thereunto  subscribed  by  like 
order  of  the  board  of  directors  of  the  said  The  Commercial  Cable  Company 
and  in  the  presence  of  him,  the  said  Albert  Beck. 

Theodobe  L.  CrYLEB,  Jr., 
[Seal.]  Notary  Public, 

King*s  County. 

Certificate  filed  in  New  York  Countv. 
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The  Farmers'  Loan  and  Trust  Company,  party  of  the  second  part,  has,  to 
testify  its  acceptance  of  the  trust  hereby  created,  caused  this  instrument  to  be 
signed  in  its  behalf  by  its  president,  sealed  with  its  corporate  seal,  and 
countersigned  by  its  secretary. 

THE  FARMERS'  LOAN  AND  TRUST  COMPANY, 

By  R.  G.  RoLSTON, 
[Seal.]  President, 

Attest: 

E.  S.  Mabston, 

Seoretary,  

State  of  New  York,  ") 

City  and  County  of  New  York,  ( 

On  this  2d  day  of  January,  in  the  year  A.  D.  1897,  before  me  personally 
came  Edwin  S.  Mabston,  the  secretary  of  said  The  Farmers'  Loan  and  Trust 
Company,  with  whom  I  am  personally  acquainted,  who  being  by  me  duly 
sworn,  did  depose  and  say:  That  he  resided  in  the  City  of  Brooklyn  in  the 
State  of  New  York,  and  was  the  secretary  of  the  said  The  Farmers'  Loan  and 
Trust  Company,  one  of  the  corporations  described  in  and  which  executed  the 
foregoing  instrument;  that  he  knew  the  corporate  seal  of  said  The  Farmers' 
Loan  and  Trust  Company;  that  the  seal  affixed  to  the  foregoing  instrument 
was  such  corporate  seal,  and  that  it  was  so  affixed  by  authority  of  the  board 
of  directors  of  said  The  Farmers'  Loan  and  Trust  Company,  and  that  he 
attested  the  same  by  subscribing  his  name  to  said  instrument  as  secretary 
of  said  The  Farmers'  Loan  and  Trust  Company  by  like  order.  And  the  said 
Edwin  S.  Marston  further  said  that  he  was  acquainted  with  Roswell  G. 
Rolston,  and  knew  him  to  be  the  president  of  said  The  Farmers'  Loan  and 
Trust  Company;  that  the  signature  of  the  said  Roswell  G.  Rolston,  subscribed 
to  said  instrument,  was  in  the  genuine  handwriting  of  said  Roswell  G. 
Rolston,  and  was  thereunto  subscribed  by  like  authority  of  the  board  of 
directors  of  said  The  Farmers'  Loan  and  Trust  Company,  and  in  the  presence 
of  him,  the  said  Edwin  S.  Marston. 

W.   B.   Cabdozo, 
[Seal.]  Notary  Public  No.  18, 

New  York  County, 


EXHIBIT  109. 


Subway  Agreement  and  Contract  Between  Board  of  Electrical  Control 

and  Empire  City  Subway  Company. 

THE  SUBWAY  ACT  OF  1891. 

Chapter  231. 

An  Act  in  relation  to  the  electrical  subways  in  the  City  of  New  York. 

Became  a  law  April  22,  1891. 

Section  1.  The  Board  of  Electrical  Control  in  and  for  the  City  of  New  York 
is  authorized,  with  the  consent  of  the  Consolidated  Telegraph  and  Electrical 
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Subway  Company,  to  enter  into  new  contracts  with  said  company  and  with  the 
Empire  City  Subway  Company  (Limited),  providing  for  a  division  of  the  work 
of  constructing,  maintaining  and  operating  subways  in  said  city  in  such  manner 
that  the  work  of  constructing,  maintaining  and  operating  subways  for  telegraj^h 
and  telephone  conductors,  and  for  the  low  tension  conductors  of  the  Edison 
Electric  Illuminating  Company  of  New  York  shall  be  done  by  the  Empire 
City  Subway  Company  (Limited),  and  the  work  of  constructing,  maintaining 
and  operating  all  other  subways  shall  be  done  by  the  Consolidated  Telegraph 
and  Electrical  Subway  Company.  Such  new  contracts  shall  be  in  accordance 
with  the  resolutions  of  said  Board,  adopted  the  fifteenth  day  of  December, 
eighteen  hundred  and  ninety,  and  in  accordance  with  the  terms  of  the  pro- 
posed  contracts  mentioned  in  and  approved  by  said  resolutions,  subject  to 
the  provisions  of  this  act.  The  Consolidated  Telegraph  and  Electrical  Sub- 
way Company  may  also  convey  and  transfer  to  the  Empire  City  Subway  Com- 
pany (Limited),  such  of  the  subways  already  constructed  as  the  last  named 
company  shall  in  and  by  such  new  contract  be  authorized  to  maintain  and 
operate. 

§  2.  All  acts  and  parts  of  acts  inconsistent  with  this  act  are  hereby 
repealed. 

§  3.  This  act  shall  take  effect  immediately. 


CONTRACT  OF  MAY  1j,  1801,  BETWEEN  THE  BOARD  OF  ELECTRICAL 
CONTROL  AND  THE  EMPIRE  CITY  SUBWAY  COMPANY. 

This  agreement  made  this  15th  day  of  May,  1891,  by  and  between  Hugh 
J.  Grant,  Mayor  of  the  City  of  New  York,  Jacob  Hess  and  Theo.  Moss,  as 
and  constituting  Board  of  Electrical  Control,  in  and  for  the  City  and  County 
of  New  York  created  under  and  by  virtue  of  an  Act  of  the  Legislature  of 
the  State  of  New  York,  being  Chapter  716  of  the  Laws  of  1887,  passed  June 
25,  r887,  and  the  Acts  of  which  said  act  is  amendatory,  parties  of  the  first 
part,  and  the  Empire  City  Subway  Company  (Limited),  a  corporation  duly 
organized  and  existing  under  and  by  virtue  of  the  Laws  of  the  State  of  New 
York,  party  of  the  second  part. 

Whebeas,  the  said  parties  of  the  first  part  are  authorized  by  said  acts,  as 
aforesaid,  to  cause  to  be  devised  a  plan  for  placing  underground  of  all  elec- 
trical conductors  in  the  city  of  New  York  and  to  carry  the  same  into  operation 
and  effect;  and 

Whebeas,  by  an  instrument  dated  the  seventh  day  of  April,  1887,  Jacob 
Hess,  Theo.  Moss  and  Daniel  L.  Gibbons,  as  Commissioners  of  Electrical 
Subways,  under  and  by  virtue  of  an  Act  of  the  Legislature  of  the  State  of 
New  York,  being  Chapter  499  of  the  Laws  of  1885,  passed  June  13th,  1885,  aa 
amended  by  Chapter  503  of  the  Laws  of  1886,  passed  May  29,  1886,  entered 
into  a  contract  with  the  Consolidated  Telegraph  and  Electrical  Subway  Com- 
pany for  the  building  of  subways  for  electrical  conductors  in  the  City  of  New 
York,  which  contract  was  amendatory  of  a  prior  contract  between  said  com- 
pany and  said  Commissioners  dated  June  22d,  1886,  and  both  of  which  con- 
tracts were  subsequently  ratified  by  an  Act  of  the  Legislature  of  the  State  of 
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New  York,  entitled  "An  Act  in  relation  to  Electrical  Conductors  in  the  City 
of  New  York/'  passed  June  25,  1887,  and  certain  subways  have  been  built 
by  the  said  Consolidated  and  Electric  Subway  Cfnnpany  under  said  contracts. 
And,   whereas,   the   said   Consolidated  Telegraph   and   Electrical   Subway 
Company  by  a  certain  instrument  bearing  date  the  eighth  day  of  December, 
1890,  conveys  to  the  Empire  City  Subway  Company  (Limited)  with  the  con- 
sent and  authority  of  the  parties  of  the  first  part,  and  the  approval  of  the 
Mayor  and  counsel  to  the  corporation  of  the  City  of  New  York,  all  the  sub- 
ways, conduits  and  ducts  for  telephone  and  telegraph  conductors,  which  it 
has  constructed  in  said  city,  and  also  the  said  subways,  conduits  and  ducts 
for  electric  light  and  power  conductors  constructed  by  it  for  the  use  of  the 
Edison  Electric  Illumijiating  Company  of  New  York,  and  the  said  Consoli- 
dated Telegraph  and  Electrical  Company  has  applied  to  the  parties  of  the 
first  part  for  such  a  modification  of  its  said  contract  as  shall  relieve  it  from 
the  obligations  to  maintain,  manage  and  operate  the  subways,  conduits  and 
ducts,  so  conveyed,  and  from  any  further  obligations  to  build  subways,  con- 
duits and  ducts  for  telegraph  and  telephone  conductors,  or  for  the  low  tension 
conductors  of  the  Edison  Electric  Illuminating  Company  of  New  York,  and 
the  parties  of  the  first  part  by  an  instrument  of  even  date  herewith,  and 
with  the  approval  of  the  Mayor  and  Counsel  to  the  Corporation  of  the  City 
of  New  York,  have  so  modified  said  contract  and  the  Empire  City  Subway 
Company    (Limited)    party  of  the  second  pai^t  to  whom  said  subways,  con- 
duits and  ducts  have  been  conveyed  as  aforesaid,  desires  to  enter  into  a  con- 
tract  with  the  parties  of  the  first  part  for  the  maintenance,  leasing  and 
management  of  said  subways,  conduits  and  ducts  and  the  building  of  further 
subways,  conduits  and  ducts  for  telephone  and  telegraph  conductors  and  also 
further  subways,  conduits  and  ducts  for  low  tension  electric  light  and  power 
conductors  of  the  Edison  Electric  and  Illuminating  Company  of  New  York, 
and  for  the  owning,  leasing,  maintenance  and  management  of  such  subways, 
conduits  and  ducts; 

And,  whebeas,  the  making  of  this  contract  is  deemed  reasonable,  advisable 
and  proper  for  the  purpose  of  carrj'ing  into  effect  the  provision  and  intent  of 
laid  last  mentioned  Act; 

Now,  Thebefobe,  This  Agreement  Witnesseth: 

That,  in  consideration  of  the  premises  and  of  the  mutual  promises  and 
agreements  herein  contained  and  the  sum  of  one  dollar  by  each  of  the  parties 
hereto  to  the  other  in  hand  paid,  the  receipt  whereof  is  hereby  acknowledged, 
the  parties  hereby  agree  to  as  follows: 

I.  The  party  of  the  second  part  hereby  agrees  to  provide,  build,  equip, 
maintain  and  operate,  as  herein  provided,  subways,  conduits  and  ducts  for 
telegraph  and  telephone  conductors  and  for  low  tension  electric  light  and 
power  conductors  of  the  Edison  Electric  Illuminating  Company  of  New 
York,  its  successors  and  assigns,  in  the  following  streets  and  avenues  of  the 
City  of  New  York: 

Franklin  St.,  West  Broadway  to  Center  St.,  Elm  St.,  Franklin  to  Worth 
St.,  Thirty-second  St.,  Fifth  to  Madison  Avenue,  23d  St.,  Second  to  Madison 
Avenue,  68th  St.,  Tenth  Ave.  to  North  River,  Lexington  Ave.,  79th  St.  to 
129th  St.,  79th  St.,  Madison  to  Fifth  Ave.,  124th  St.,  Lexington  to  St. 
Nicholas  Ave.,  Lexington  Ave.,  124th  St.  to  North  Side  125th  St.,  Cortlandt 
St.,  Broadway  to  18  Cortlandt,  and  also  such  further  subwavs,  conduits  and 
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ducts  for  telegraph  and  telephone  conductors  and  for  low  tension  electric 
light  and  power  conductors  of  the  Edison  Electric  Illuminating  Company  of 
New  York,  its  successors  and  assigns,  as  the  Board  from  time  to  time  may 
order. 

II.  Such  subways,  conduits  and  ducts  as  the  Empire  City  Subway  Com- 
pany (Limited)  shall  be  ordered  or  directed  to  build,  shall  be  built  in  accord- 
ance with  the  plans  and  specifications,  therefor  furnished  or  to  be  furnished 
by  the  parties  of  the  first  part,  or  their  successors  and  the  same  shall  be 
provided,  built,  equipped,  maintained,  operated  and  kept  in  good  repair  by 
and  at  the  cost  of  the  party  of  the  second  part,  who  will,  upon  the  reasonable 
demand  of  the  parties  of  the  first  part  or  their  successors,  adopt  any  and  all 
improvements  that  will  increase  the  usefulness  and  efficiency  of  the  system 
contemplated  by  this  company  and  the  Acts  above  referred  to.  The  parties 
of  the  first  part  and  their  successors  shall  have  the  right  at  any  time  to 
make  such  modifications  and  changes  as  may  be  reasonably  necessary  in  said 
subways,  conduits  and  ducts  or  any  of  tliem  and  the  parties  of  the  second 
part  shall  conform  to  and  carry  out  any  reasonable  changes  or  modifications 
80  made.  The  said  subways,  conduits  and  ducts  in  the  streets  and  avenues 
above  specified  shall  be  completed  on  or  before  the  first  day  of  July,  1891, 
and  such  further  subways,  conduits  and  ducts  as  the  said  Board  of  Electrical 
Control  shall  from  time  to  time  order,  shall  be  built  within  such  reasonable 
time  as  said  board  shall  prescribe. 

III.  The  party  of  the  second  part  shall,  at  its  own  costs,  furnish  to  the 
parties  of  the  first  part  and  their  successors,  any  and  all  maps,  working  or 
other  plans,  profiles,  surveys  and  drawings  made  to  scale  or  otherwise,  and 
all  accessible  data,  figures  and  information  that  may  be  requested  by  said 
parties  of  the  first  part  or  their  successors,  and  necessary  or  deemed  so  to  be 
for  any  purj)0se  relating  to,  or  connected  with  said  subways,  conduits  and 
ducts,  or  the  duties  of  the  said  parties  of  the  first  part  or  their  successors 
in  connection  therewith  or  relation  thereto  and  shall  also  reimburse  parties 
of  the  first  part  or  their  successors,  for  all  reasonable  expenses  incurred  by 
them  in  superintending  and  inspecting  the  construction  of  said  subways,  con- 
duits and  ducts. 

IV.  The  spaces  in  said  suhtraySj  conduits  and  ducts  shall  he  leased  by  the 
party  of  the  second  part  to  any  company  or  corporation  having  lawful  power 
to  operate  telegraph  or  telephone  conductors  in  any  street,  avenue  or  hightvay 
in  the  City  of  New  York  or  to  the  Edison  Electric  Illumin-ating  Company  of 
Neto  Torkf  or  its  successors  and  assigns,  if  it  or  they  should  apply  for  the 
same. 

No  space  not  actually  needed  for  occupation  by  its  electrical  conductors 
in  the  due  course  of  its  business  shall  be  leased  to  any  company  or  corpora- 
tion, to  the  exclusion  or  detriment  of  any  other  company  or  corporation  need- 
ing space  in  said  subways,  conduits  and  ducts,  and  desiring  and  able  to  pay 
for  the  same. 

The  said  party  of  the  second  part,  shall  without  charge  supply  the  City 
of  New  York  all  space  in  said  subways,  conduits  and  ducts  necessary  for 
its  electrical  conductors  and  the  electrical  conductors  of  each  separate  depart- 
ment of  said  city  which  may  now  or  hereafter  be  required. 

//  at  any  time  the  space  in  such  suhicaySy  conduits  and  ducts  shall  not  he 
sufficient  for  all  corporations  or  companies  so  applying  for  the  same,  or  for 
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the  city  of  "Nexc  York,  or  any  of  its  department s,  the  additional  space  needed 
shall  he  provided  hy  the  party  of  the  second  part  at  its  ou?n  cost  by  the  corir 
struction,  maintenance^  equipment  and  operation  of  additional  subways,  con- 
duits and  ducts,  sufficient  therefor,  subject  hoxcever  to  the  same  conditions 
and  the  same  control  by  the  parties  of  the  first  part  or  their  successors,  as  the 
original  subways,  conduits  and  ducts  are  by  the  terms  of  this  contract  or  by 
any  law. 

This  contract  to  be  without  prejudice  to  the  right  of  the  parties  of  the 
first  part  to  enter  into  such  other,  further  or  different  contracts  that  shall  be 
necessary  to  carry  out  the  intent  and  purpose  of  Chapter  716,  laws  of  1887. 

V.  The  party  of  the  second  part  may  fix  a  fair  scale  of  rents  to  be  charged 
according  to  the  kind  of  conductors  and  amount  of  space  required  therefor, 
which  shall  be  at  the  same  rate  to  all  occupants  having  a  like  use  of  said 
subways,  conduits  and  ducts,  but  the  scale  of  rentals  or  any  charges  fixed 
or  made  by  the  party  of  the  second  part  shall  at  all  times  be  subject  to  the 
control,  modification  and  revision  of  the  parties  of  the  first  part,  or  their 
successors;  and  no  contract  shall  be  made  between  the  party  of  the  second  part 
and  any  company  or  corporation  on  any  terms  which  shall  not  require  pay- 
ment by  such  other  company  or  corporation  of  rents,  at  the  rates  so  fixed  or 
as  modified  by  said  board. 

VI.  Whenever  the  net  annual  profits  of  the  party  of  the  second  part  remain- 
ing after  the  payment  of  a  reasonable  and  necessary  expense  of  maintaining 
and  operating  such  subways,  conduits  and  ducts  shall  exceed  10  per  cent  upon 
the  actual  cash  capital  invested  by  it  in  providing,  constructing  and  equipping 
such  subways,  conduits  and  ducts,  then  the  excess  of  such  profit  over  ten  per 
cent  shall  be  paid  into  the  treasury  of  the  City  of  New  York,  but  if  in  any 
year  or  years  prior  to  the  earnings  of  such  excess,  the  earnings  of  the  party 
of  the  second  part  shall  not  have  equalled  ten  per  cent,  then  the  party  of 
the  second  part  shall  be  first  entitled  to  recoup  itself  out  of  such  excess  for 
the  difference  between  the  actual  earnings  and  the  said  ten  per  cent,  the 
intention  hereof  being  that  the  party  of  the  second  part  shall  have  the  right 
to  earn  and  receive  such  ten  per  cent,  for  each  and  every  year  and  that  no 
payments  shall  be  made  to  the  city  of  New  York  out  of  such  excessive  earn- 
ings until  the  party  of  the  second  part  shall  first  have  actually  earned  and 
received  ten  per  cent  for  each  year  theretofore.  And  the  party  of  the  second 
part  shall  and  will  at  all  times  keep  just,  full  and  true  books  of  accounts 
which  shall  show  in  detail  transactions  had  bv  it,  and  with  whom  the  same 
were  had,  the  nature  thereof  and  especially: 

1.  The  amount  of  space  in  said  subways,  conduits  and  ducts  occupied,  with 
the  names  of  the  occupants  thereof  and  the  respective  amounts  of  space 
occupied  by  each  occupant. 

2.  The  number  and  kind  of  electrical  conductors  therein,  with  the  names 
of  the  owners  or  users  thereof. 

3.  The  gross  and  net  amount,  in  detail,  of  rentals  and  charges  and  money 
of  all  kinds  collected  or  received  by  the  party  of  the  second  part,  from  whom 
and  for  what  the  same  were  received  or  collected,  specifying  the  names  ol 
those  paying  such  moneys,  and  the  cost  or  consideration  of  such  payments 
in  detail. 

4.  All  payments  of  every  kind  made  by  the  party  of  the  second  part, 
specifying   in   detail   and   separately   each  payment,   and   to   whom   the   same 
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was  made  and  the  cause  or  consideration  thereof,  so  as  to  show  specifically 
the  nature  thereof,  so  that  it  may  be  determined  whether  the  same  is  charge- 
able to  the  cost  of  construction  or*  maintenance. 

And  said  books  and  accounts,  and  all  the  books,  accounts,  papers  and 
writings  of  the  party  of  the  second  part  shall  at  all  times  be  open  to  the 
inspection  of  the  parties  of  the  first  part,  or  their  successors,  and  of  the 
Comptroller  of  said  City,  or  any  person  or  persons  by  him  or  them  deputed 
to  examine  the  same,  and  they  or  he  may  copy  the  whole  or  any  part 
thereof. 

And  the  said  party  of  the  second  part  shall  and  will  on  the  first  day  of 
October  of  each  year,  make  and  return  a  statement  to  the  Comptroller  of 
the  City  of  New  York,  in  such  form  and  verified  as  he  may  require  and 
prescribe  for  the  year  ending  the  next  preceding  the  first  day  of  September, 
and  any  moneys  payable  to  the  city  under  this  clause  of  this  agreement  by 
the  party  of  the  second  part  shall  be  paid  annually  on  the  first  day  of 
November. 

VII.  The  party  of  the  second  part  shall  not  open  any  street  surface  with- 
out first  obtaining  a  permit  therefor  from  the  Commissioner  of  Public  Works 
or  other  officers  or  department  of  said  City  vested  by  law  with  the  control 
of  the  surface  of  the  street  to  be  opened  and  giving  to  him  or  it  such  an 
agreement  as  he  or  it  may  approve  and  require  for  the  proper  restoration 
of  the  pavement  of  said  street  and  the  surface  thereof,  and  for  keeping  the 
same  in  repair  for  one  year  after  the  same  has  been  so  replaced  or  restored. 

VIII.  The  party  of  the  second  part  shall  not  be  deemed  to  be  the  servant 
or  agent  of  the  parties  of  the  first  part  or  their  successors,  or  of  the  Mayor 
and  Commonalty  of  the  City  of  New  York,  in  doing  any  act  under  or  in  exe- 
cution or  performance  of  this  contract,  but  shall  be  deemed  to  be  and  is 
hereby  intended  to  be  made  and  dealt  with  by  the  parties  of  the  first  part 
and  their  successors,  and  all  persons  whosoever  as  an  independent  party 
contracting  with  the  parties  of  the  first  part  and  their  successors  and  others, 
and  having  and  acquiring  such  rights  for  itself  as  this  contract  secures  to  it. 

IX.  All  companies  occupying  space  in  said  suhtcnys,  conduits  and  ducts 
shall  oirn  their  own  conductors  and  shall  have  the  full  management  and 
control  thereof  except  where  otherwise  mutually  agreed  upon  between  the 
said  party  of  the  second  part  and  said  companies  subject  to  the  approval 
of  the  parties  of  the  first  part,  or  their  successors.  But  said  management  and 
control  shall  he  subject  to  the  rights  of  all  other  occupants  of  said  subtcays 
and  to  such  reasonable  rules  and  regulations  as  may  be  made  by  the  said 
party  of  the  second  part  tcith  the  approval  of  the  parties  of  the  first  part 
or  their  successors.  All  maintenance  and  repairs  of  such  conductors  shall  be 
done  by  the  company  owning  them,  under  the  supervision  of  the  party  of  the 
second  part,  who  shall  prevent  injury  to  the  conductors  of  other  occupants. 

X.  The  party  of  the  second  part  shall  give  a  bond  to  the  parties  of  the  first 
part  and  their  successors  in  the  penal  sum  of  two  hundred  and  fifty  thousand 
dollars  with  good  and  sufficient  surety,  satisfactory  to  the  parties  of  the  first 
part,  or  their  successors,  securing  the  just  and  full  performance  of  this 
contract,  and  the  building^  or  providing  of  said  subicaySf  conduits  and  ducts 
as  herein  provided  and  securing  said  parties  of  the  first  part  and  their  sue* 
cessors,  and  the  Mayor,  Aldermen  and   Commonalty  of  said  City  well   and 
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safely  against  any  and  all  patent  suits  or  other  suits  arising  from  the  build- 
ing and  operation,  use  and  maintenance  of  said  subways,  conduits  and  ducts, 
provided  by  the  party  of  the  second  part, 'whether  the  same  are  now  or  shall 
thereafter  be  built  by  it,  and  in  case  of  the  insolvency  or  death  of  either  of 
the  sureties  upon  such  bond  the  party  of  the  second  part  will  upon  the 
request  of  the  parties  of  the  first  part  or  their  successors,  give  a  new  bond 
of  the  same  tenor  and  effect  and  subject  to  approval  the  same  as  the  bond 
so  originally  to  be  given.  The  said  bond  shall  also  contain  a  guarantee  to 
the  City  of  New  York  for  any  and  all  damages  to  said  City  by  i-eason  of  the 
construction  of  said  subways,  conduits  and  ducts. 

XI.  If  at  any  time,  in  the  opinion  of  the  parties  of  the  first  part  or  their 
successors,  there  shall  be  a  substantial  failure  by  the  party  of  the  second 
part  to  fully  carry  out  the  provisions  of  this  agreement,  and  it  is  so  adjudged 
by  competent  judicial  authority,  the  Mayor,  Aldermen  and  Commonalty  of 
the  City  of  New  York,  may  enter  into  possession  of  such  subways,  conduits 
and  ducts  and  the  party  of  the  second  part  shall,  subject  to  any  valid  mort- 
gage or  liens  thereon  outstanding,  not  exceeding  fifty  per  cent,  on  the  actual 
cost  of  such  subways,  and  all  leases  or  contracts  then  existing  for  the  use 
thereof,  as  hereinafter  provided,  forfeit  its  interest  in  such  subways,  conduits 
and  ducts  and  will  quietly  and  peaceably  surrender  the  possession  thereof  to 
the  Mayor,  Aldermen  and  Commonalty  of  the  City  of  New  York,  who  shall 
thereupon  and  thereafter  hold  and  own  the  same,  subject,  however,  to  the 
same  powers  and  duties  of  the  parties  of  the  first  part  or  their  successors,  as 
the  same  would  otherwise  have  been  held  subject  to  by  the  party  of  the 
second  part,  and  the  same,  until  otherwise  provided  by  law,  shall  be  main- 
tained and  operated  by  the  said  Mayor,  Aldermen  and  Commonalty  of  the 
City  of  New  York,  by  and  through  the  parties  of  the  first  part  or  their  suc- 
cessors, subject  to  such  lawful  liens,  mortgages,  leases  and  contracts. 

XII.  The  parties  of  the  fir  si  part  hereby  grant  to  the  party  of  the  second 
part  the  right  to  build  such  subways,  conduits  and  ducts  as  the  parties  of  the 
first  part  shall  order  the  party  of  the  second  part  to  build  for  telegraph  and 
telephone  companies,  or  for  low  tension  electric  light  and  power  conductors 
of  the  Edison  Electric  Illuminating  Company  of  New  York,  in  accordance 
with  such  plans  and  specifications  as  shall  at  any  time  be  furnished  by  the 
parties  of  the  first  part  as  hereinafter  provided,  and  said  parties  of  the  first 
part  hereby  agree  to  use  all  laurfiil  means  icithin  their  power  to  compel  all 
authorized  persons  or  eonipanies  using  telegraph  and  telephone  conductors, 
and  also  the  Edison  ElectHc  Illuminating  Company  of  New  Yorkj  to  comply 
with  the  provisions  of  law  and  to  place  their  conductors  in  said  subways, 
conduits  and  ducts  and  to  pay  a  fair  rental  for  the  space  occupied  therein, 
but  neither  the  parties  of  the  first  part,  nor  their  successors,  nor  the  Mayor, 
Aldermen  and  Commonalty  of  the  City  of  New  York,  shall  be  liable  or  respon- 
sible for  any  neglect  or  failure  on  the  part  of  any  such  company  or  person  so 
to  place  their  conductors  in  said  subways,  to  pay  fair  rental  for  the  space 
occupied  by  him  or  it,  nor  shall  the  Mayor,  Aldermen  and  Commonalty  of 
the  City  of  New  York  l>e  liable  for  any  neglect,  failure  or  refusal  in  the 
premises  of  tlie  parties  of  the  first  part  or  their  successors. 

XTII.  The  successors  of  the  parties  of  the  first  part  shall  be  construed  to. 
include  those  who  may  succeed  them  as  Commissioners  under  the  provisions 
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of  existing  laws  or  under  the  provisions  of  any  law  hereafter  passed  by  the 
Legislature  of  the  State  of  New  York,  or  any  officer  or  officers  of  the  City  of 
New  York,  who  shall  succeed  to  the  powers  and  duties  of  the  parties  of  the 
first  part  or  any  part  of  such  powers  and  duties  under  the  provisions  of  any 
law  now  existing  or  hereinafter  enacted  by  the  Legislature  or  any  other  per- 
son or  officers  hereafter  appointed  or  selected  pursuant  to  any  law  to  succeed 
to  the  powers  and  duties  or  any  part  thereof  of  said  parties  of  the  first  part. 

XIV.  The  said  party  of  the  second  part  shall  at  any  time  after  January  1 
(1897),  eighteen  hundred  and  ninety-seven,  upon  the  demand  of  the  Commis- 
sioners  of  the  Sinking  Fund  in  the  City  of  New  Y'ork,  by  proper  instrument 
or  instruments  of  conveyance  or  transfer  in  due  form  and  duly  executed, 
sell,  assign,  transfer,  convey  and  set  over  to  the  Mayor,  Aldermen  and  Com- 
monalty of  said  City,  the  subways,  conduits  and  ducts  constructed  by  it,  as 
aforesaid,  and  all  or  any  of  the  contracts  or  other  property  of  any  kind  held 
or  owned  by  the  party  of  the  second  part  for  any  of  its  purposes  of  its 
incorporation,  when  the  said  Commissioners  of  the  Sinking  Fund  shall 
request  them  so  to  do,  and  upon  payment  of  the  actual  cost  thereof;  and  if 
the  said  company  shall  not  have  earned  ten  per  cent  per  annum  on  actual 
cost  during  the  term  of  this  contract  a  further  payment  shall  be  made  in 
addition  to  the  cost  not  exceeding  ten  per  cent,  on  such  cost  to  the  extent  of 
such  deficiency  in  annual  earnings,  or  such  less  sum  as  may  be  agreed  upon, 
for  which  payment  the  Commishioners  of  the  Sinking  Fund  shall  provide  as 
provided  by  law;  such  transfers,  however,  to  be  subject  to  any  valid  liens 
thereon  outstanding  not  exceeding  fifty  per  cent  on  the  actual  cost  of  such 
subways  and  subject  to  all  leases  or  contracts  for  the  use  of  such  subways 
then  existing. 

XV.  This  agreement  shall  not  bind  either  of  the  parties  thereto  unless 
and  until  the  bond  hereinbefore  mentioned  and  required  to  be  given  by  the 
party  of  the  second  part  shall  be  given  within  ten  days  hereafter  or  within 
such  further  time  not  to  exceed  twenty  days  additional  as  may  be  granted 
for  tliat  purpose  within  said  ten  days  by  said  parties  of  the  first  part  or 
their  successors. 

Nothing  in  this  contract  shall  be  construed  as  granting  to  the  party  of  the 
second  part  any  exclusive  privileges,  immunity  or  franchise  whatsoever. 

XVI.  Tlie  subways,  conduits  and  ducts  conveyed  to  the  party  of  the  second 
part  of  the  Consolidated  Telegraph  and  Electrical  Subway  Company  as  heVe- 
inbefore  recited,  shall  be  owned  and  operated  ,by  the  party  of  the  second 
part  under  and  subject  to  the  provisions  of  this  contract  and  the  rights  and 
obligations  of  the  parties  of  the  first  part,  the  party  of  the  second  part  and 
the  C  ity  of  New  York  with  reference  thereto,  shall  be  the  same  as  if  said 
subways,  conduits  and  ducts  had  been  constructed  by  the  party  of  the  second 
part  under  and  by  virtue  of  this  contract.  If  at  any  time  it  shall  become 
neco^«uiy  for  any  purpose  under  this  contract  or  otlierwise,  to  consider  the 
cost  of  said  subways,  conduits  and  ducts  or  the  income  from  rentals  of  space 
tlicrein  prior  to  the  date  of  this  contract  of  the  cost  of  operating  and  main- 
tainin'^  the  same  ])rior  to  said  date  the  cost  of  said  subways,  conduits  and 
ducts  to  tlie  s.iid  Consolidated  Telegraph  and  Klectrical  Subway  Company 
shall  he  taktn  as  ti^e  co>^t  tiiereof  and  tlie  income  from  rentals  of  space 
tlurein  ii'ceivrd  ])y  the  .-aid  Consolidated  Telegraph  and  Electrical  Subway 
Conii)any,  prior   to  s.iid   date,   and   their  proportionate   share  of  the  expenses 


Ko.  38.]  1327 

of  the  said  Consolidated  Telegraph  and  Electrical  Subway  Company  in  operat- 
ing and  maintaining  its  subways  in  the  City  of  Kew  York  prior  to  said  date, 
shall  be  taken  as  the  income  from  said  subways,  conduits  and  ducts  and  the 
cost  of  operating  and  maintaining  the  same  respectively,  within  the  meaning 
of  this  contract,  just  as  though  said  subways,  conduits  and  ducts  had  been 
built  by,  said  income  received  by,  and  said  expenses  incurred  by  the  party 
of  the  second  part  under  this  contract.  But  no  default  or  act  of  the  said 
Consolidated  Telegraph  and  Electrical  Subway  Company  shall  in  any  wise 
prejudice  or  aflfect  the  party  of  the  second  part's  right,  in  or  title  to  said 
subways,  conduits  or  ducts. 

XVII.  As  the  Consolidated  Telegraph  and  Electrical  Subway  Company  by 
its  contract  with  said  Board  of  Electrical  Control  in  and  for  the  City  of 
Kew  York  as  modified  by  said  instrument  of  even  date  herewith  remains 
under  the  obligation  to  build  such  subways,  conduits  or  ducts  as  may  be 
ordered  for  electric  light  and  power  conductors  except  such  as  shall  be  con- 
structed for  the  use  of  the  low  tension  conductors  of  the  Edison  Electric 
Illuminating  Company  of  New  York,  its  successors  and  assigns,  nothing  in 
this  agreement  shall  impose  upon  the  party  of  the  second  part  the  obligation 
to  build  or  maintain  such  subways,  conduits  and  ducts  and  the  obligations 
and  rights  of  the  said  Consolidated  Telegraph  and  Electrical  Subway  Com- 
pany with  reference  to  the  building,  maintaining  and  leasing  of  such  subways, 
conduits  and  ducts  shall  continue  as  before  said  modification  of  its  said 
contract. 

XVIII.  It  is  hereby  declared  and  agreed  that  the  word  "  Conductors " 
wherever  used  in  this  instrument  shall  be  taken  to  mean  feeders,  wires  and 
all  other  appliances  used  for  transmitting  electricity  underground. 

XIX.  This  contract  shall  be  executed  in  triplicate,  one  copy  thereof  to  be 
kept  and  retained  by  each  of  the  parties  hereto  and  the  third  copy  thereof 
to  be  deposited  and  filed  in  the  office  of  the  Comptroller  of  the  City  of  New 
New  York  and  to  be  a  public  record. 

In  witness  whereof,  the  said  parties  of  the  first  part  have  hereunto  set 
their  hands  and  seals,  and  the  party  of  the  second  part  has  caused  its  cor- 
porate seal  to  be  hereunto  affixed,  and  these  presents  to  be  signed  by  its 
president  and  attested  by  its  secretary,  the  day  and  year  first  above  written. 

HUGH  J.  GRANT,  Mayor,  Commissioner, 
JACOB   HESS,   Commissioner, 
THEO.  MOSS,  Commissioner, 

EMPIRE  CITY  SUBWAY  C0MP.4NY,   (LIMITED) 

By  David  B.  Pabeeb, 

President. 
(Seal  of  Company) 
Attest, 

U.  N.  Betiiell, 

Secretary. 

We  hereby  approve  of  tlie  foregoing  instrument  and  the  execution  thereof 
by  the  Board  of  Electrical  Control  in  and  for  the  City  of  New  York. 
Dated,  New  York,  May  15,  1891. 

HUGH  J.  GRANT,  Mayor, 
WILLIAM   H.    CLARK, 

Counsel  to  Corporation. 
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EXHIBIT  110. 


Long  Distance  Contract  Between  Inter-ocean,  Great  Eastern,  State  Line 

and  Coast  Line  Telephone  Companies. 

This  agreement,  made  and  entered  into  this  second  day  of  December,  in 
the  year  One  Thousand  Nine  Hundred  and  Five,  by  and  between  the  Great 
Eastern  Telephone  Company,  a  corporation  duly  organized  and  existing  under 
and  by  virtue  of  the  Lavrs  of  the  State  of  New  York,  party  of  the  first  part, 
and  the  State  Line  Telephone  Company,  a  corporation  duly  organized  and 
existing  under  and  by  virtue  of  the  Laws  of  the  State  of  New  York,  party  of 
the  second  part,  and  the  Coast  Line  Telephone  Company,  a  corporation  duly 
organized  and  existing  under  and  by  virtue  of  the  Laws  of  the  State  of  New 
Jersey,  party  of  the  third  part,  and  the  Inter-Ocean  Telephone  and  Telegraph 
Company,  a  corporation  duly  organized  and  existing  under  and  by  virtue  of 
the  Laws  of  the  State  of  New  York,  party  of  the  fourth  part; 

Whebeas,  the  party  of  the  first  part  contemplates  the  installation  and 
operation  of  an  Independent  telephone  system  in  the  territory  of  the  City 
of  New  York,  and  is  the  owner  of  a  large  majority  of  the  capital  stock  of 
the  New  York  Electric  Lines  Company,  to  which  company  "was  granted  a 
franchise  for  telephone  and  telegraph  lines  by  the  Board  of  Aldermen  of  the 
City  of  New  York  as  then  constituted  on  or  about  the  11th  day  of  April, 
1883,  and  is  also  the  owner  of  a  majority  of  the  stock  of  the  New  York  and 
Eastern  Telegraph  and  Telephone  Company,  to  which  was  granted  a  franchise 
for  telephone  and  telegraph  lines  by  the  Board  of  Aldermen  of  the  City  of 
Brooklyn  as  then  constituted  on  or  about  the  14th  day  of  March,  1894;  and 
is  now  securing  subscribers  in  large  numbers  to  this  proposed  Tndependent 
telephone  company,  and  is  about  to  proceed  to  the  construction  of  an  Inde- 
pendent telephone  system  in  the  City  of  New  York;  and 

Whereas,  the  party  of  the  second  part  is  now  the  owner  of  telephone  lines 
in  the  county  of  Dutchess,  Putnam  and  Westchester,  in  the  State  of  New 
.  York,  and  contemplates  the  installation  and  operation  of  an  Independent 
telephone  system  for  suburban  traffic  in  the  State  of  New  Jersey,  City  of 
New  York,  and  in  the  County  of  Westchester,  in  the  State  of  New  York,  and 
in  the  County  of  Fairfield,  State  of  Connecticut;  and 

Whereas,  the  party  of  the  second  part  has  with  the  parties  of  the  first 
and  third  parts,  a  contract  whereby  the  said  party  of  the  second  part  has  the 
exclusive  right  to  connect  the  parties  of  the  first  and  third  parts  hereto, 
with  each  other  by  long-distance  lines,  and  to  operate  the  same  between  the 
points  in  the  territory  hereinafter  defined,  wherein  each  of  the  parties  of  the 
first,  second  and  third  parts  shall  operate;  and 

Whereas,  the  party  of  the  third  part  contemplates  the  installation  and 
operation  of  an  Independent  telephone  system  in  a  territory  embraced  within 
a  radius  of  thirty  (30)  miles  of  the  City  Hall  of  Jersey  City  in  the  State 
of  New  Jersey;  and 

Whereas,  the  party  of  the  fourth  part  is  organized  for  the  purpose  of 
building  and  maintaining  Independent  telephone  pole  lines  and  such  other 
telephone  properties  as  are  now  necessary  and  incident  thereto,  connecting 
the  principal  towns  and  villages  of  New  York  State,  and  other  States,  tele- 
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phonically  l?y  means  of  full  metallic  copper  circuits  through  its  own  lines 
and  connecting  lines,  and  is  now  operating  an  extensive  system  connecting 
a  large  numher  of  such  points,  and  is  desirous  of  making  such  telephonic 
connections  with  the  lines  and  exchanges  now  controlled,  and  to  be  hereafter 
controlled  and  operated  by  the  other  parties  hereto  as  will  permit  its  sub- 
scribers and  connections  to  enjoy  the  telephone  facilities  now  owned,  and  to 
be  hereinafter  owned,  acquired,  and  controlled  by  the  other  parties  hereto. 

Now,  THEBEFOBE,  for  and  in  consideration  of  the  premises  and  of  One 
Dollar,  in  good  and  lawful  money  of  the  United  States  of  America,  to  each 
in  hand  paid  by. the  other,  the  receipt  whereof  is  hereby  acknowledged,  the 
parties  hereto  do  hereby  agree  as  follows  : 

First:  The  party  of  the  first  part  reserves  to  itself  the  exclusive  right  to 
construct  and  operate  Independent  telephone  exchanges  within  the  district 
known  as  the  City  of  New  York,  which  district  shall  be  hereinafter  designated 
as  the  Great  Eastern  district;  and  the  party  of  the  second  part  reserves  to 
itself  the  right  to  construct  and  operate  Independent  telephone  exchangi&s 
and  toll  lines  within  the  county  of  Westchester,  State  of  New  York,  and  in 
the  County  of  Fairfield,  State  of  Connecticut,  which  district  shall  be  herein- 
after designated  as  the  State  Line  district;  and  the  party  of  the  third  part 
reserves  to  itself  the  exclusive  right  to  construct  and  operate  Independent 
telephone  exchanges  and  toll  lines  within  a  radius  of  thirty  (30)  miles  from 
the  City  Hall  of  Jersey  City,  in  the  State  of  New  Jersey,  which  territory 
shall  hereinafter  be  designated  as  the  Coast  Line  district;  and  all  business 
originating  on  the  lines  of  either  of  the  parties  of  the  first,  second  or  third 
parts  hereto,  going  wholly  within  its  own  district  or  within  the  district 
of  either  of  the  others,  shall  be  handled  by  the  said  company  under  such 
terms  and  conditions  as  they  may  from  time  to  time  among  themselves  pre- 
scribe; and  except  in  connection  with  the  said  parties  of  the  first,  second 
and  third  parts  hereto,  or  without  express  written  consent,  the  party  of  the 
fourth  part  shall  not  transact  tolls,  rental  or  other  telephone  business  in  said 
districts,  except  as  provided  herein. 

Second:  The  parties  of  the  first,  second  and  third  parts  hereto,  hereby 
agree  that  except  in  connection  with  the  party  of  the  fourth  part  hereto,  they 
will  not  transact  tolls,  rental  or  other  telephone  business  in  any  part  of  the 
United  States,  outside  of  their  respective  districts  as  hereinafter  named,  in 
competition  with  the  party  of  the  fourth  part,  either  on  their  own  lines  or  in 
connection  with  other  telephone  lines,  except  by  the  express  written  consent 
of  the  party  of  the  fourth  part  hereto. 

Third:  It  is  understood  that  where  the  word  "Independent"  or  the  words 
"  Independent  companies  "  are  used  in  this  agreement,  such  words  are  meant 
to  describe  the  telephone  company  which  is  being  operated  in  good  faith,  and 
notoriously  in  competition  with  the  American  Bell  Telephone  Company,  or 
the  American  Telephone  and  Telegraph  Company,  or  any  of  their  lessees  or 
allied  companies. 

Fourth:  Each  of  the  parties  of  the  first,  second  and  third  parts  hereto, 
hereby  grants  unto  the  party  of  the  fourth  part  for  the  period  of  ninety -nine 
(99)  years,  from  the  day  of  the  date  of  this  agreement,  the  benefit  of  such 
rights  as  either  of  the  said  parties  of  the  first,  second  and  third  parts  hereto 
may  now  own  or  control  directly  or  indirectly,  or  hereafter  acquire  from  anv 
city,  village,  town,  municipality  or  other  form  of  local  government,  to  erect 
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poles,  string  wires,  or  install  conduits  for  the  purpose  of  carrying  or  con- 
taining telephone  wires;  but  such  granted  right  is  hereby  limited  to  the 
installation  of  long-distance  wires  and  shall  be  subject  to  such  restrictions  as 
may  be  made  in  the  grants  obtained  by  either  of  the  parties  of  the  first, 
second  or  third  parts  hereto,  by  any  city  or  municipality  granting  the  same. 

Fifth:  The  party  of  the  fourth  part  agrees  to  build,  maintain  and  operate, 
a  long-distance  toll  line  switchboard  in  one  of  the  exchange  buildings  of  the 
party  of  the  first  part  hereto  in  New  York  City,  at  a  point  to  be  hereafter 
mutually  agreed  upon,  and  to  build  the  necessary  long-distance  pole  lines 
system  and  lay  the  necessary  cables  through  the  Great  Eastern,  State  Line 
and  Coast  Line  districts,  and  to  connect  its  toll  lines  to  said  long-distance 
switchboard  to  the  end,  that  an  inter-change  of  telephone  business  between 
or  over  the  lines  of  all  the  parties  hereto,  may  be  had  at  all  times  for  the 
purposes  herein  specified. 

Sixth:  The  party  of  the  fourth  part  hereby  grants  unto  the  party  of  the 
second  part,  the  privilege  of  erecting  two  cross-arms  under  each  pole  of  its 
pole  lines,  and  the  use  of  one  duct  in  each  conduit  built  by  or  for  the  party 
of  the  fourth  part  within  the  districts  of  either  of  the  parties  of  the  first, 
second  or  third  parts  hereto,  for  the  purpose  of  attaching  thereto  or  installing 
therein,  wires  or  cables  to  be  used  by  the  second  party  for  the  inter-change 
of  telephone  business  between  the  parties  of  the  first,  second  or  third  parts 
hereto. 

Upon  determination  by  either  of  the  parties  of  the  first,  second  or  third 
parts  hereto  to  build  or  cause  to  be  built  conduits  in  their  respective  districts, 
they  shall  give  the  party  of  the  fourth  part  thirty  (30)  days  notice  of  such 
determination,  and  the  party  of  the  fourth  part  shall  have  the  privilege 
during  that  time  of  designating  the  number  of  ducts  that  it  shall  require  in 
such  conduits,  which  number  of  ducts  so  designated,  shall  be  constructed  for 
the  party  of  the  fourth  part  upon  payment  to  the  construction  company  of 
such  proportion  of  the  total  cost  of  constructing  such  conduits,  as  the  num- 
ber of  ducts  so  designated  shall  bear  to  the  total  number  of  ducts  constructed 
in  any  one  conduit  or  trench;  provided,  however,  that  in  case  no  designation 
of  duct  space  is  made  in  the  Great  Eastern  district,  the  party  of  the  first 
part  shall  furnish  or  cause-  to  be  furnished,  sufiicient  duct  space  to  contain 
the  wires  and  cables  of  the  party  of  the  fourth  part  at  a  fair  and  reasonable 
rental,  but  not  higher  than  that  paid  by  the  party  of  the  first  part  hereto. 

Seventh:  Each  of  the  parties  of  the  first,  second  and  third  parts  hereto 
agrees  to  receive  and  deliver  to  the  proper  parties,  any  and  all  messages 
destined  to  points  on  its  lines  and  delivered  to  it  by  the  party  of  tlie  fourth 
part,  without  compensation  therefor,  except  as  otherwise  herein  provided, 
and  except  also  when  messenger  service  is  necessary,  in  such  case,  the  actual 
cost  of  such  messenger  service  shall  be  paid  by  the  party  of  the  fourth  part, 
and  vice  versa,  and  further  agrees  to  connect  with  the  wires  of  the  party  of 
the  fourth  part  for  the  purpose  of  transmitting  messapes  from  its  lines  to 
points  beyond  the  line  of  the  originating  company,  without  compensation 
therefor,  except  its  proportion,  if  any,  of  the  total  toll  charge  for  each  mes- 
sa<re  as  otherwise  herein  provided  for. 

K\(]hth:  VX'hen  a  niessaire  originates  at  tlie  cxclianfre  or  oilier  points  upon 
tlie  lines  of  the  first,  second  or  third  parlies  hereto,  for  transmis-^ion  thence 
over    the    linos    of    the    fourth    party    hereto,    the    company    originating   said 
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message  shall  receive  twenty-five  (25%)  per  cent  of  the  traffic  charge  for 
such  message  by  the  party  of  the  fourth  part  and  its  connecting  lines,  over 
which  the  same  may  be  transmitted  as  full  compensation  for  its  services  in 
connection  therewith,  except  any  arbitrary  charge  there  may  be  made  for 
outlying  points  in  the  Great  Eastern  district,  outside  Manhattan,  and  beyond 
a  radius  of  five  ( 5 )  miles  of  any  switchboard  of  the  party  of  the  fourth  part, 
if,  owing  to  the  nature  and  extent  of  the  business  transacted,  it  shall  be 
found  necessary  and  convenient  by  the  party  of  the  fourth  part  in  facilitating 
connection  for  the  party  of  the  fourth  part  to  operate  a  long-distance  switch- 
board in  any  other  exchange  of  the  parties  of  the  first,  second  and  third  parts 
hereto  other  than  the  one  provided  for  herein,  it  shall  have  the  privilege  of 
'  doing  so,  and  in  that  event,  it  shall  pay  the  cost  of  said  switchboard  and 
shall  maintain  and  operate  the  same  at  its  own  expense,  paying  all  operators 
and  other  help;  then,  and  in  such  event,  the  long-distance  business  originating 
in  each  exchange  of  the  parties  of  the  first,  second  and  third  parts  hereto,  and 
passing  through  said  switchboard  and  thence  over  the  lines  of  the  fourth 
party  hereto,  the  company  originating  the  said  message  shall  receive  twenty 
(20)  per  cent  of  the  tariff  charged  for  said  business  by  the  fourth  party  and 
its  connections;  provided  that  the  amount  which  either  of  the  said  first, 
second  and  third  parties  hereto  originating  such  message  shall  receive,  shall 
not  exceed  twenty-five  (25c)  cents  for  each  three  (3)  minutes  of  the  duration 
of  any  connection;  fractional  par^s  in  excess  of  three  (3)  minutes  period  to  be 
paid  for  pro  rata,  and  the  said  parties  of  the  first,  second  and  third  parts 
shall  account  for  and  remit  the  balance  of  such  originating  toll  charges  to  the 
party  of  the  fourth  part  hereto  on  or  before  the  20  th  day  of  each  calendar 
month  for  tolls  charged  during  the  preceding  calendar  month,  upon  forms 
provided  by  the  party  of  the  fourth  part  hereto;  provided,  however,  that  the 
portion  of  this  paragraph  referring  to  the  maximum  amount  receivable  from 
either  of  the  parties  of  the  first,  second  or  third  parts  hereto  for  each  three 
(3)  minutes  of  duration  of  any  connection,  shall  remain  in  force  and  effect 
for  five  (5)  years  from  the  day  of  the  commencement  of  operation;  and  that 
within  six  (6)  months  immediately  preceding  the  expiration  of  said 
term  of  five  (6)  years,  one  arbitrator  shall  be  appointed  by  the  party  of  the 
first,  second  and  third  parts  hereto,  and  one  arbitrator  by  the  party  of  the 
fourth  part  hereto,  and  the  two  shall  determine  whether  such  maximum 
amounts  of  twenty-five  (25c)  cents  shall  continue  during  the  balance  of  the 
term  of  this  contract,  or  whether  it  shall  be  reduced  to  not  less  than  twenty 
(20c)  cents,  or  increased  to  not  more  than  thirty  iSOc)  cents,  as  such  arbi- 
trators may  decide;  and  in  case  such  two  arbitrators  shall  be  unable  to  agree, 
they  shall  select  a  third  arbitrator,  whose  decision  upon  this  question  shall 
be  final  for  the  balance  of  the  term  of  this  agreement. 

Xinth:  Each  party  shall  be  responsible  to  the  other  for  collection  of  tariffs 
due  on  all  messages  transferred  to  the  other,  and  the  parties  hereto  shall 
mutually  adopt  such  rules  and  regulations  governing  the  transmission  of 
messages  over  its  lines,  and  the  transmission  to  and  over  the  other  lines,  as 
shall  be  just  and  reasonable  and  their  agents  and  employees  shall  observe  and 
enforce  those  regulations  at  all  times. 

Tenth:  It  is  furtlier  understood  and  agreed  that  in  tlie  division  of  its 
tariffs  for  inter-clianged  business,  passing  in  part  over  the  toll  lines  of  the 
fourth  party  hereto,  and  part  over  tlie  toll  lines  of  any  or  all  of  the  other 
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parties  hereto,  each  party  shall  receive  a  share  of  the  total  tariff  for  each 
message,  after  the  originating  commission  shall  have  been  deducted,  in  pro- 
portion to  the  ratio  existing  between  the  land  air  distance  from  the  point 
of  origin  to  the  point  of  transfer,  and  the  land  air  distance  from  the  point  of 
transfer  to  the  point  of  destination,  and  in  fixing  the  tariff  for  any  message, 
the  mileage  shall  be  taken  and  deemed  to  be  the  land  air  distance  between  the 
terminal  points  of  such  messages. 

Eleventh:  It  is  hereby  agreed  that  the  parties  of  the  second  and  third 
parts  shall  commence  construction  on  or  before  the  first  day  of  May,  1900, 
and  the  party  of  the  first  part  shall  commence  construction  on  or  before  the 
first  day  of  September,  1906,  and  earnestly  prosecute  the  work  of  constructing 
and  installing  telephone  systems  in  said  districts  with  due  diligence  unless 
bona  fide  litigation  shall  prevent,  in  which  event,  the  term  within  which  such 
company  shall  commence  construction  shall  be  extended  up  to  thirty  days 
beyond  the  determination  by  the  final  Court  of  Appeals.  It  is  agreed,  how- 
ever, that  such  litigation  shall  be  prosecuted  diligently  on  the  part  of  the 
party  of  the  first  part;  if,  however,  the  said  party  of  the  first  part  fails, 
neglects,  or  is  unable  to  establish  its  legal  right  to  install,  maintain  and 
operate  a  telephone  system  in  the  city  of  New  York  within  two  (2)  years 
from  the  date  hereof,  or,  if  the  question  of  said  legal  right  be  sooner  deter- 
mined adversely,  then  and  in  either  such  event,  the  said  party 
of  the  fourth  part  shall  have  the  right  at  its  option  to  terminate  this 
contract  by  serving  a  written  notice  to  that  effect  upon  the  other  parties 
hereto,  thirty  days  prior  to  the  date  of  such  termination.  The  party  of  the 
fourth  part  shall  connect  its  present  system  with  the  other  parties  hereto 
when  the  party  of  the  first  part  shall  have  an  Independent  telephone  system 
in  operation  with  at  least  25,000  subscribers. 

Twelfth:  The  parties  of  the  first,  second  and  third  parts  hereto  shall  pro- 
vide promptly  on  demand  at  private  wire  rates  such  loops  as  the  fourth  party 
may  require  within  the  districts  of  the  said  parties  of  the  first,  pecond  and 
third  parts  hereto,  for  such  telegraph  business  as  the  party  of  the  fourth  part 
may  desire  to  do  over  its  lines. 

Thirteenth:  It  is  further  agreed  that  each  party  hereto  shall  save  the  other 
harmless  from  any  damage  or  injury  caused  or  occasioned  by  its  negligence 
or  default,  or  the  negligence  or  default  of  its  agents  or  employees  as  to  all 
matters  covered  hv  the  terms  of  this  contract. 

Fourteenth:  It  is  agreed  and  understood  that  each  party  will  do  all  things 
necessary  to  give  full  force  and  effect  to  the  spirit  of  this  agreement  without 
further  compensation  or  conditions  than  those  herein  specifically  set  forth. 

Fifteenth:  It  is  further  agreed  that  each  of  the  parties  hereto  shall  install, 
maintain  and  operate  its  system  in  such  a  manner  as  to  give  prompt  and 
efficient  service  at  all  times  to  its  subscribers  and  to  the  subscribers  and 
patrons  of  the  other  parties  hereto  and  their  connections. 

Sixteenth:  It  is  further  mutually  agreed  that  neither  of  the  parties  hereto 
shall  sell,  assign,  transfer,  or  lease  or  in  any  other  manner  dispoj-'e  of  its 
property  or  franchises  o\\Tied  or  controlled  by  them  or  any  of  them  to  the 
American  Bell  Telephone  Company,  the  American  Telephone  and  Telegraph 
Company,  their  leasees  or  assigns,  to  any  firm  or  corporation  antagonistic  to 
the   other,   or   enter   into   any   contract   or   understanding  that    shall   in   any 
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manner  impair  or  interfere  with  the  provisions  herein  contained  without  the 
written  consent  of  the  others. 

Seventeenth:  This  agreement  shall  be  effective  when  it  shall  have  been  duly 
signed  and  acknowledged  by  each  of  the  parties  hereto,  and  shall  be  binding 
upon  the  respective  parties,  their  successors  and  assigns,  but  this  agreement 
and  all  rights  thereunder  shall  terminate  on  the  second  day  of  December  in 
the  year  Two  Thousand  and  Four. 

In  witness  whebeof,  each  of  the  parties  hereto  has  caused  its  name  to  be 
signed  and  its  seal  affixed  by  its  duly  qualified  officers,  the  day  and  year  first 
hereinabove  set  forth. 

GREAT  EASTERN  TELEPHONE  COMPANY. 

By  

(Seal)  President. 

Attest: 

,  Secretary. 


(Seal> 
Attest: 


STATE  LINE  TELEPHONE  COMPANY. 

By  


,  Secretary. 


Vice-President, 


(Seal) 
Attest: 


COAST  LINE  TELEPHONE  COMPANY. 

By  


,  Secretary. 


President, 


(Seal) 
Attest: 


INTER-OCEAN  TELEPHONE  AND  TELEGRAPH  CO. 

By  

President, 


y  Secretary. 


EXHIBIT  111. 


Statement  of  Liabilities  of  Companies  Doing  Business  in  New  York  State. 

LiABiLiTiEa  OF  Compat^ies  Doing  Business  in  New  York  State  and  Special 

Fbanchise   Assessments   of   Same. 


Capital  Stock 

Issued. 
$461,193,628 

77,660,000 


Bonded  Floating  Special  Fr. 

Dividends.  Indebtedness.        Indebtedness.     Assessments. 

$23,658,032  $500,733,646  $22,818,847  $71,093,502 

(No  reports  of  dividends,  bonds  or  other  liabilities.) 
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The  above  shows  Total 

Capital    Stock    $538, 853, 628 

Bonds. 300,  733, 646 

Floating  Debt    22,  818,  847 


Total $862,  406, 121 

Of  the  above  the  following  have  assets  outside  of  State: 

American  Telephone  and  Telegraph  Company, 

Capital  Stock                                            Bonded                 Floating  Special  Fr. 

Issued.                Dividends.             Indebtednes?.         Indebtedness.       Aesessmenls. 
$180,587,000  $14,440,900  $2l4,0.V2.0O.)      $1,786,650 

Xew  England   Telephone  and   Telegraph   Company. 
'35,624,400  2,017,943  2,718.(UK)      760 

Xew  York  and  Xew  Jersey  Telephone  Company. 
25,235.000  1,770,275  1,195,000  $2,000,000         $10,451,500 

Xew  York  and  Pennsylvania  Telephone  and  Telegraph  Company. 
1,000,000     803,500  2,696,000  716,200 

Western  Union  Telegraph  Company. 
99,817,100     38,645,000     1,304,415 

Commercial  Cable  Company  of  Xew  York. 
23,000,000  1,380,000  20,000,000     230,000 

Other  Cable  and  Wireless  Companies. 
60,800,000  (Xo  reports  of  dividends,  bonds  or  other  liabilities.) 


$420,063,500  $19,621,178  $276,413,500  $4,696,000  $14,489,525 


Totals  of  Companies  having  Assets  outside  of  State: 

Capital    Stock    $426, 063, 500 

Bonds 276, 413, 500 

Floating    Debt     4, 696, 000 

$707,173,000 


Showing  that  of  the  Liabilities  of  Companies  doing  business  in  New  York 
State  nearly  seven-eighths  (7/S)  are  of  Companies  doing  business  outside  of 
State. 
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EXHIBIT  112. 


Statement  Showing  Revenue  of  Metropolitan  District  No.  1. 

Re  Xew  York  Telephone  Company  Metropolitan  District  Rental  Rates. 

The  total  rental  receipts  of  New  York  Telephone  Company  for  1908  were 
$13,349,821.38.  (Covering  Manhattan,  Bronx  and  Westchester.)  The  total 
rental  receipts  of  Metropolitan  District  No.  1  (Manhattan,  below  110th  street) 
for  one  year,  based  on  number  of  subscribers  at  each  rate  November  1,  1909, 
were  $12,471,653.28. 

Tliis  amount  is  made  up  as  follows: 
8,  476  Private  Branch  Exchanges,  average  rate,  $660       . . .     $4,  753,  389  00 

66, 908  Direct  Lines,  average   rate,   $77.29    6, 171, 395  60 

2,  683  2-Party  Lines,  average  rate,  $44.07   118,  224  25 

Additional  Local  Messages 319, 694  64 

78, 007  Total    Subscribers,   average   rate,   $132.74    $10, 362, 703  39 

17,  515  Public  Pay  Stations,  average  rate,  $82.10   1,  438, 174  56 

95,582  $11,800,877  95 

There  is  a  discrepancy  here  of 670,  775  83 

In  order  to  make  total  same  as  Exhibit  No.  72 $12,  471, 653  78 

New  York  Telephone  Company  furnishes  an  explanation  of  this  on  Exhibits 
77  and  78. 


EXHIBIT  113. 


Statement  Showing  Messages  Producing  Revenue  Shown  in  Exhibit  112. 

NEW  YORK  TELEPHONE  COMPANY. 

Metropolitan  District  No.   1. 

Number  of  Messages  Covered  by  Each  Rate, 


Two-party  Lines    (Regular), 

Rate.  Subscribers.  Messages  Covered  by  Contract 

$42  00  2, 279  600  1, 367, 400 

51  00  201  800  160, 80C' 

00  00  100  1, 000  100, 000 

69  00  46  1, 200  55, 200 

78  00  31  1, 500  46, 500 

1, 729,  900 
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Txco-party  Line   (Irregular), 


Rate.  Subecribere. 

$21  00  14 

24  00 2 

31  00  1 

31  00  8 

38  00  .      1 


Messages  Covered  by  Contract. 
600  8, 400 


Direct  Lines   (Regular), 

148  00  26, 129 

67  00  6, 485 

66  00  6,318 

76  00  6, 726 

87  00  6, 200 

99  00  3, 456 

111  00  3,178 

123  00  2, 308 

136  00  1, 626 

147  00  : 2,  320 

156  00  827 

165  00  989 

174  00  • 602 

183  00  422 

192  00  422 

201  00  237 

210  00  193 

219  00  137 

228  00  431 


Direct  Lines  (Irregular), 

$15  00  3   (aux34) 

24  00  268 

28  00  40 

30  00 753   (aux) 

31  60  7 

33  00  62 

36  00  124 

37  60  45 

40  50  2 

42  75  21 

43  50  43 

45  00  2 

49  50  61 


600 

4,800 

800 

800 

• 

14,000 

600 

15, 077,  400 

800 

4, 388, 000 

1,000 

6,  318,  000 

1,200 

6, 871,  200 

1,500 

7,  800, 000 

1,900 

6,  566, 400 

2,100 

6, 673,  800 

2,400 

6, 539, 200 

2,700 

4, 120, 200 

3,000 

6,  960, 000 

3,300 

2,  729, 100 

3,600 

3,  660,  400 

3,900 

1,  957,  800 

4,200 

1, 772, 400 

4,600 

1, 899, 000 

4,800 

1, 137, 600 

6,100 

984, 300 

6,400 

739, 800 

6,700 

2,  45e,  700 

87,  651,  300 

600 

160, 800 

800 

39, 200 

600 

4,200 

1,000 

62, 000 

600 

74,400 

1,200 

64, 000 

800 

16,800 

1,600 

64,600 

1,800 


109,800 
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Rate. 

$55  50  

66  26  

68  60  

60  00  

11  50  

66  25  

67  50  

72  00  ...... 

73  60  

74  26  

78  00  

79  60  

82  50  

83  26  

87  00  

91  60  .... . 

92  26  

96  00  

100  60  

109  50  

110  26  

115  00  

120  00  

121  50  

123  75  

130  50  

135  00  

144  00  

150  00  

159  00  ..... 

171  00  

180  00  

200  00  

231  00  

234  00  , 

240  00  

243  00  

244  00  

249  00  

252  00  

255  00  

264  00  

267  00  

272  00  

276  00  

279  00  

282  00  

285  00  

288  00  


iben 

1.       Messages  Covered  by  Contract. 

18 

2,100 

37,  800 

29 

1,200 

34,  800 

1 

1 

23 

1,300 

1,300 

2,400 

66, 200 

18 

1,600 

27, 000 

18 

2,700 

48,600 

2 

17 

3,000 

61,000 

10 

1,800 

18,000 

6 

3,300 

16,600 

1 

3,400 

3,400 

6 

3,600 

21,600 

15 

2, 100 

31,600 

2 

3,000 

7,800 

2 

4,200 

8,400 

9 

2,400 

21,  600 

6 

4,600 

22,600 

2 

4,  800 

9,600 

6 
1 
5 

6,400 

32,400 

6,700 

28, 600 

4 

6,100 

24, 400 

1 

6,200 

6,200 

3 

3,600 

10,800 

2 

3,900 

7,800 

1 

7,100 

7,100 

2 

7,700 

15, 400 

3 

8,100 

24,  300 

1 

8,700 

8,700 

1 

9,500 

9,500 

8 

10, 100 

80,800 

1 

8.10O 

8,100 

1 

6,800 

5,800 

1 

5,900 

5,900 

ISo  ( unlimited )  1, 000  Est. 

285,000 

2 

6,  200 

12,  400 

1 

10, 300 

10,  300 

1 

6,400 

6,400 

23 

6,500 

149,  600 

1 

6,600 

6,600 

20 

6,900 

138,  000 

1 

7,001^ 

7,000 

1 

7,200 

7,200 

10 

7,300 

•       73, 000 

1 

7,400 

7,400 

1 

7,600 

7,500 

1 

7,600 

7,600 

13 

7,700 

100,  100 

■<F 
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Rate. 
$300  00 
312  00 
324  00 
330  00 
336  00 

339  00 

340  00 
348  00 
351  00 
354  00 
360  00 
371  00 

374  00 

375  00 
384  00 
396  00 
399  00 
408  00 
426  00 
468  00 
481  00 
504  00 
660  00 
636  00 
660  00 
720  00 
889  00 

1,320  00 
1,504  00 
1,  560  00 
2, 136  00 


Sub8crib3r8. 
9 
10 
8 
2 
6 
2 
1 
5 
2 
1 
7 
3 
1 
2 
1 
5 
3 
2 
1 
1 
1 
1 
3 
1 
2 
1 
1 
1 
1 
1 
1 


Messages  Covered 

8.100 

8,  500 

8.900 

9,100 

9,300 

9,400 
15, 100 

0,700 

9,800 

9,900 
10,100 
10,  500 
16,  800 
10,  600 
10, 900 
11,300 
11,400 
11,700 
19, 400 
13,  700 
14,100 
14, 900 
16,900 
19, 300 
20,100 
22,100 
27,  700 
42,100 
48, 900 
60, 100 
69, 300 


by  Contract. 
72,900 
85.000 
71,200 
18,200 
55,800 
18,800 
15,100 
48, 500 
19,600 
9,900 
70,700 
31.500 
16,  800 
21,200 
10, 900 
56,600 
34,200 
23, 400 
19, 400 
13, 700 
14. 100 
14,900 
50,  700 
19,300 
40,200 
22, 100 
27,700 
42, 100 
48,  900 
50,100 
69,300 


Total  Direct  Line    (Irregular) 

Regular  Two-party   

Irregular    Two-party    , 

Regular  Direct 

Private    Branch    Exchange .... 
Extra  —  Excess  over  Contracts, 


Total   Messages 


3, 199,  70C 

1, 729, 900 

14,000 

87, 551, 300 

107. 345. 900 

6, 393, 892 

206, 234, 692 


Exclusive  of  Public  Pay  Stations  at  5c. 


Total  income  from  above ... 
Average  income  per  message 


$10,479,508  29 
.0508 
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EXHIBIT  114. 


Estimated  Cost  of  Construction  Compared  with  Special  Franchise 
Assessments  of  Telephone  and  Telegraph  Companies  in  New  York 
State. 

TELEPHONE    AND    TELEGRAPH    COMPANIES    DOING    BUSINESS    IN 

NEW  YORK  STATE. 

Estimated  Cost  of  Coxstbuction  Comparkd  with  Spkcial 

Franchise  Assessment. 


Total  Number  of  Telephones. 

N.  Y.  Telephone  Company 276,  066 

New  York  and  New  Jersey  Telephone  Co.  in  N.  Y.  State 50,  000 

Other  Bell  Companies 133, 212 

Independent  Companies 200, 000 

«59, 278 
Construction  cost  per  telephone,  average $100 

$65, 927,  800 

Am.  Tel.  and  Telg.  Co.  Franchise  As^jcssments  in  State 1,786,650 

Western   Union    Franchise   Assessments*   in    State 1,304,415 

Postal    (New  England  Telg.  Co.)    Franchise  Assessment 1,245,850 

Other  Cable  Companies,  Franchise  Assessment 1, 000, 000 


Total  Estimated  Cost  of  Construction $71, 264,  715 


Total    Assessment    $71, 093, 502 


INDEX. 


INDEX. 


A  rAOL 

AU>any,  hearing  at 1100 

Am«rican  Telephone  &  Telegraph  Company: 

apportionment  of  earnings  and  expenses 1202 

plan  of  settlement  with  New  York  Telephone  Company 1203 

contract  with  New  York  Telephone  Company 1204 

average  depreciation  of  plant 1236 

plant  in  New  York  state 1237 

wires  and  cables  in  New  York 1238 

long  distance  tolls,  analysis  of 1274 

letter  to  E.  J.  Page 1292 

statement  of  grose  dividends  for  1908 1292 

supplies    and    equipment 1294 

dividends 22 

expenses  chargeable  to  New  York  Telephone  Company 1199 

earnings  and  expense    1200 

earnings  and  expense   leased  wire  business 1201 

Appendix : 

"A,"  exbibita  in  evidence 1129-1339 

"  B/'  digest  of  statutes  and  laws  of  different  states Vol.  2 

B 

Bell  Telephone  Company  of  xBuffalo: 

compariaon  with  (Federal  Telephone  &  Telegraph  Company 1275 

advertising  card 1136 

report  of 1137 

extract  from  minute  book 156-164 

agreement  with  New  York  Telephone  Company 169-172 

dividends 1& 

-Board  of  electrical  control: 

contract  with  Empire  City  Subway  Company 1319 

Buffalo : 

hearings  at    , 39,      93 

contract  with  Frontier  Telephone  Company ^ 76 

rates  of  New  York  Telephone  Company 166-168 

'^  .  C 

Central  New  York  Telephone  Company: 

comparison  with  Rochester  Telephone  Company 1278 

dividends Ig 

Circular  letter  used   by  committee 30 

tTommercial  Cable  Company: 

letter  of  vice-president    1 190 

%        mortgage  to  Farmers'  Loan  &  Trust  Co 1295 

48  1848 
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Clowry,  Robert  C. :  PAOB. 

letter  from  New  York  Telephone  Company 1214 

annual   report  of    1184 

Committee: 

report   to  legislature    3 

menibers  of 3,  39 

chairman  of   3,  39 

vice-chairman  of  3,  39 

counsel    to    39 

sergeant-at-aroM   of    30 

stenographer   to    ', 39 

clerk    to    39 

sessions  of,  first 39 

second    93 

third 18fl 

fourth  201 

fifth    205 

sixth   329 

seventh  391 

eighth  477 

ninth    609 

tenth    571 

eleventh    629 

twelfth    631 

thirteenth   683 

fourteenth  . ., 743 

fifteenth    817 

sixteenth 845 

seventeenth    94 1 

eighteenth    101.1 

nineteenth 1075 

twentieth 110S» 

summary  of  reports  received  by 1238 

Coast-line  Telephone  Company: 

long  distance  contract 1328 

Cuyler.  Theodore  L.,  Jr.: 

list  of  offices    : 1160 


sessions  of 
sessioni)  of 
sessions  of 
sessions  of 
sessions  of^ 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
ssssions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 
sessions  of 


Digest  of  statutes  and  laws  of  different  states  relating  to  telephone  and 
telegraph  companies   *. Vol.  2 

Dividends: 

Western   Union  Telegraph  Company 5 

New  York  Telephone  Company 12 

New  York  and  New  Jersey  Telephone  Company 13 

New  York  and  Pennsylvania  T.  &  T.  Co 14 

Bell  Telephone  Company  of  Buffalo 15 

Empire  State  T.  &  T.  Co 17 

Central  New  York  T.  &  T.  Co 18 

Hudson  River  Telephone   Co 20 

American  Telephone  &  Telegraph  Company 22 
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Empire  City  Subway  Company: 

ducts  of  Postal  Tel€grap»h  Cable  Company 1291 

contract  with  board  of  electrical  control 1319-1327 

blank    application     *  1 174 

letter  from  New  England  Telegraph  Company .' 1178 

Empire  State  Telephone  &  Telegraph  Company: 

dividends 17 

Exhibits : 

Appendix  "A" 1129-1339 

1.  Form  of  contract  of  Frontier  Tel.  Co 1129 

2.  Form  of  contract,  same  company,  for  extension  set 1131 

3.  Franchise   of  Frontier   Tel.   Co 76-87 

4.  Form  of  contract  of  Frontier  and  Inter-ocean  Companies 1132 

5.  Form  of  contract  of  Frontier  Tel.  Company • 1134 

6.  Advertising  card  of  Bell  Telephone  Company 1136 

7.  Report  of  Bell  Telephone  Company  of  Buffalo 1137 

8.  9.  Extract    from    minute    book   of    Bell    Telephone    Company    of 

Buffalo 156-164 

10,  Buffalo  rates  New  York  Telephone  Company Ift6-168 

11,  Agreement  between  Bell  Telephone  Company  of  Buffalo  and  New 

York   Telephone  Company    169-172 

12,  13,  14.  Struck  out  of  evidence. 

15.  Letter  of  A.  N.  Gitterman 231 

16.  Rates  of  New  York  Telephone  Company 1139 

17.  Struck  out  of  evidence. 

18.  Franchise  of  Xew  York  &  Eastern  T.  &  T.  Company  and  of  New 

York  Electric  Lines  Co 1141 

19.  Omitted  by  direction  of  Committee. 

20.  Balance  sheet  of  New  England  Telegraph  Company 1 144 

21.  Blank  used  by  New  England  Telegraph  Company 11 45 

22.  Contract  between  New  England  Telegraph  Company  and  Postal 

Telegraph  Cable  Company  of  Conn 1147 

23.  Contract  between  Postal  Teleuraph  &  Cable -Company  No.  2   (of 

Pennsylvania)  and  New  England  Telegraph  Company 1152 

24.  Contract  between  Postal  Telegraph  Company  (of  Pennsylvania) 

and  New  England  Tel.  Co 1156 

25.  Contract  between  i'hamplain  Telegraph  Company  and  New  Eng- 

land  Telegraph   Co llfil 

26,27,28.  Omitted  by  order  of  Committee. 

29.  List  of  companies  in  whk'h  Mr.  Theodore  L.  Cuyler,  Jr.,  is  an 

officer : 1 166 

.30,  31.32.  .33,  .34.  Omitte<i  by  direction  of  the  Committee. 

.35.  Postal  Telegraph  rates  from  New  York  city 1169 

36.  Postal  Telegraph  rates  from  New  York  state.  . 1173 

37.  Application  for  space  in  Empire  City  Subway 1174 

38.  Letter  from  New  England  Telegraph   Company  to  Empire  City 

Subway  Company 1 178 

39.  Letter  from  E.  J.  Nally  of  Postal  Company  re  merger 1179 

40.  Reprint    of    statement    of    Clarence    II.    Mackay 1180 

41,42.  List  of  companies  in  which  Mr.  E.  .L  Nally  is  an  officer..  ..  1180 
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Exhibits  {continued) :  PAGS. 

43.  Omitted  by  order  of  Committee. 

44.  Circular  letter  of  Western  Union  superintendent 1182 

46.  Circular  letter  from  Western  Union  Tel.  Co 1183 

46.  Annual  report  of  president  of  Western  Union  Tel.  Co .^. . .    1184 

47,  48.  Omitted  by  order  of  Committee. 

49.  Letter  from  George  Gray  Ward  of  Commercial  Cable  Company. .    1190 

50.  Statement  showing  cash  deposited  in  land  lines  account  by  New 

England  Tel.   Company  for  year    1908 1 194 

61.  Same,   for   year    1909 '. 1196 

52.  Statement  of  United  States  and  Hayti  <  able  Con»pany 1198 

53,  54.  Omitted  by  direction  of  Committee. 

65.  Letter  from  New  England  Tel.  Co ' 740 

56.  Statement  of  expenses  of  A.  T.  &  T.  Co.,  chargeable  to  New  York 

Telephone   Co : 1199 

57.  Omitted  by  direction  of  Committee. 

58.  Statement  of  earnings  and  expenses  of  A.  T.  A  T.  Co 1200 

59.  Same  for  leased  wire  business 1201 

60.  Scheme  for  apportioning  earnings  and  expenses  of  A.  T.  &  T.  Co.   1202 

61.  Plan  of  settlement  between  New  York  Tel.  Co.  and  A.  T.  k  T.  Co.  1203 

62.  Contract  between  A.  T.  k  T.  Co.  and  New  York  Tel.  Co 1204 

63,64.  Omitted  by  order  of  Committee. 

66.  Statement  respecting  franchise  of  New  York  Telephone  Co. . . .  1206 
66.  Lietter  from  New  York  Tel.  Co.  to  Col.  Clowry  respecting  stock 

held  by  Western  Union  Tel.  Co [ 1214 

07.  Statement  Hhowing  reduction  of  obligations  of  Bell  Companies  on 

consolidation 1215 

68.  Letter  from  Mr.  Bethel,  transmitting  exhibits  69,  70,  71 1216 

69.  Statement  showing  gross  earnings  and  net  earnings  of  different 

Bell  com<panie6 1216 

70.  Profit  and  loss  account  of  New  York  Tel.  Company 1217 

71.  Exchange  service  earnings  New  York  Tel.  Co 1218 

72.  Letter   from   l)ivision  Auditor,   New  York  Tel.  Co.,   to  Walter 

Brown,   auditor    .* 1218 

73.  Statement  of  subscribers  and  revenue  of  New  York  Tel.  Co..  ..   1219 

74.  Omitted  bv  order  of  Committee. 

75.  Statement   showing   income   New   York   Tel.    Company,    private 

branch    exchange    1222 

76.  I-etter  from  Mr.  Walter  Brown,  transmitting  Exhibits  77,  78 1223 

77, 78.  I^ter    of    Mr.    Mitchell,    Division    Auditor,    to   Mr.   W^alter 
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